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CIM Definition Standards on Mineral Resources and Mineral Reserves



 



 

The mining industry is highly competitive and there is no guarantee we will always be able to compete effectively. 



 

We do business in countries and jurisdictions outside of the United States where different economic, cultural, 
regulatory and political environments could adversely impact our business, results of operations and financial 
condition.

We face risks related to mining, exploration and mine construction, if warranted, on potential properties. 



 



 
Our operations are subject to various Government approvals, permits,  licenses and legal regulation for which no 
assurance can be provided that if such approvals, permits or licenses will be obtained or if obtained will not be 
revoked or suspended or any continued compliance with applicable laws or regulations thereunder.  

Further development and commercial production at Blanket Mine and the other surrounding properties cannot be 
assured. 

The price of gold is subject to volatility and may have a significant effect on our future activities and profitability. 



 

We face credit risk exposure from counterparties to certain contractual obligations and there is no assurance that 
any such counterparty may not default in such obligation causing us to incur a financial loss. 

We are required to facilitate the economic participation of certain indigenous  groups in our business and there 
can be no assurance that such required participation will be at fair market value. 

We currently do not depend on our ability to successfully access the capital and financial markets. However, should 
our financial position change any inability to access the capital or financial markets may limit our ability to 
execute our business plan or pursue investments that we may rely on for future growth. 



 
We are dependent on key management employees. 

Our share price has been and is likely to continue to be volatile and an investment in our common shares could 
suffer a decline in value



 

Our mineral properties may be subject to defects in title

We cannot guarantee that there will not be an increase in input costs affecting our results of operations and 
financial performance. 

Our operations may be subject to increased costs or even suspended or terminated as a result of any loss of 
required infrastructure in our operations. 

We are subject to operational hazards and risks that could have a material adverse effect on our business, results of 
operations and financial performance.

Lawsuits may be filed against us and an adverse ruling in any such lawsuit could have a material adverse effect on 
our business, results of operations and financial performance. 



 

We face risks related to illegal mining at Blanket Mine and no assurance can be provided that such illegal mining 
will not have a material adverse effect our business, results of operations and financial performance. 

Most of our employees are members of the Associated Mine Workers Union of Zimbabwe and any work stoppage 
or industrial action implemented by the union may affect our business, results of operations and financial 
performance. 

There can be no assurance that changes to any environmental, health and safety laws to which we are currently 
subject would not adversely affect our exploration and development programs. 

We may enter into acquisitions or other material transactions at any time. 



 
As a foreign private issuer, we are permitted to file less information with the SEC than a company that is not a 
foreign private issuer or that files as a domestic issuer. 

We may lose our foreign private issuer status, which would then require us to comply with the Exchange Act’s 
domestic reporting regime and cause us to incur additional legal, accounting and other expenses. 

We are an emerging growth company and we cannot be certain if the reduced disclosure requirements applicable to 
emerging growth companies may make our common shares less attractive to investors and, as a result, adversely 
affect the price of our common shares and result in a less active trading market for our common shares. 



 

If we fail to establish and maintain proper internal controls, our ability to produce accurate financial statements or 
comply with applicable regulations could be impaired. 



 



 

Gold Production



 

Production Operations 
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Cautionary note to U.S. Investors concerning estimates of Inferred and Indicated Resources
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Annual Operational Highlights 

(1)Non-IFRS measures such as “On-Mine Cost per ounce”, “All-in Sustaining Cost per ounce” and “average realised gold price” 
are used throughout this document. For a reconciliation of production cost as calculated in accordance with IFRS to On-mine 
cost and AISC for fiscal 2015, 2014 and 2013, refer to Item 4B.
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Non-IFRS measures such as “On-Mine Cost per ounce”, “All-in Sustaining Cost per ounce” and “average realised gold 
price” are used throughout this document. For a reconciliation of production cost as calculated in accordance with IFRS to 
On-mine cost and AISC for fiscal 2015, 2014 and 2013, refer to Item 4B.

(1)Non-IFRS measures such as “On-Mine Cost per ounce”, “All-in Sustaining Cost per ounce” and “average realised gold price” 
are used throughout this document. For a reconciliation of production cost as calculated in accordance with IFRS to On-mine 
cost and AISC for fiscal 2015, 2014 and 2013, refer to Item 4B.

Financial Highlights 



 

(1)Non-IFRS measures such as “average realised gold price” and “adjusted earnings per share” are used throughout this 
document. For a reconciliation of Revenue  and Profit/(loss) attributable to owners of the Company, as calculated in 
accordance with IFRS to average realised gold price and adjusted earnings per share for fiscal 2015, 2014 and 2013, refer 
below.

(1)Non-IFRS measures such as “average realised gold price” and “adjusted earnings per share” are used throughout this 
document. For a reconciliation of Revenue  and Profit/(loss) attributable to owners of the Company, as calculated in 
accordance with IFRS to average realised gold price and adjusted earnings per share for fiscal 2015, 2014 and 2013, refer 
below.



 

(1)Non-IFRS measures such as “average realised gold price” and “adjusted earnings per share” are used throughout this 
document. For a reconciliation of Revenue  and Profit/(loss) attributable to owners of the Company, as calculated in 
accordance with IFRS to average realised gold price and adjusted earnings per share for fiscal 2015, 2014 and 2013, refer 
below.
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Summary Compensation Table 
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Dividend Policy 

Legal Proceedings and Regulatory Actions 



 



 



 

Securities Registrar 

Place of Incorporation and Purpose  

Articles of Association 

Meetings of Shareholders



 
Limitations on the Right to Own Securities  

Limitations on Restructuring 

Disclosure of Share Ownership  

Certain United States Federal Income Tax Considerations 



 



 



 



 



 



 



 



 

Disclosure Controls and Procedures  

Management’s annual report on internal control over financial reporting (“ICOFR”)  



 
Attestation Report of registered public accounting firm 

Changes in internal controls over financial reporting.  



 



 



 

Financial Statements 
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For the years ended  December 31
(In thousands of United States Dollars, unless indicated 
otherwise) Note

23

11

15



in thousands of United States dollars, unless indicated otherwise

First-time Adoption of International Financial Reporting Standards



in thousands of United States dollars, unless indicated otherwise

The Effects of Changes in Foreign Exchange Rates



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

Loans and receivables 

.

Cash and cash equivalents 



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

pro rata 



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

IAS 1 
(Amendment
s)

Presentation of Financial Statements 



in thousands of United States dollars, unless indicated otherwise

IFRS
15

Construction Contracts Revenue
Customer Loyalty Programmes Agreements for the 

Construction of Real Estate Transfer of Assets from Customers 
Revenue Barter of Transactions Involving Advertising 

Services

IFRS
9

IFRS 9 Financial Instruments 
Financial Instruments 

Financial Instruments: Recognition and 
Measurement

IFRS
16
Leases

Leases



in thousands of United States dollars, unless indicated otherwise

Consolidated Financial Statements



in thousands of United States dollars, unless indicated otherwise

Employee Benefits

Indigenisation shareholding percentages and facilitation loan balances 



in thousands of United States dollars, unless indicated otherwise

Employee Benefits.



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

Tax recognised in profit or loss 

Current tax  

Deferred tax expense 

Tax recognised in other comprehensive income 



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise
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in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

(In number of shares) Note 

16



in thousands of United States dollars, unless indicated otherwise

(In number of shares)



in thousands of United States dollars, unless indicated otherwise

Terms and conditions of share option programmes  



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

Share Based Payment
Employee benefits



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

(In US dollars)



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

Note 



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise



in thousands of United States dollars, unless indicated otherwise

i)  Gold Hedge 

ii) Recapitalisation of Blanket Mine (1983) (Private) Limited (“Blanket”) 



in thousands of United States dollars, unless indicated otherwise

iii) Re-domicile to Jersey 



in thousands of United States dollars, unless indicated otherwise

iv) Share based payment awards 

v) Dividend Policy 



/s/ Steven Curtis 
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EMPLOYMENT AGREEMENT 

between

GREENSTONE MANAGEMENT SERVICES PROPRIETARY LIMITED  

and 

ANNEXURES
Annexure A - TERM SHEET



1 INTERPRETATION 

In this Agreement, clause headings are for convenience and shall not be used in its 

interpretation and, unless the context clearly indicates a contrary intention - 

1.1 an expression which denotes - 

1.1.1 any gender includes the other genders; 

1.1.2 a natural person includes an artificial or juristic person and vice versa; 

1.1.3 the singular includes the plural and vice versa; 

1.2 the following expressions shall bear the meanings assigned to them below and 

cognate expressions bear corresponding meanings - 

1.2.1 "Annual Leave Cycle" - the period of twelve months’ employment of the 

Employee by the Company immediately following - 

1.2.1.1 the Employee's commencement of employment, or 

1.2.1.2 the completion of the Employee's prior leave cycle; 

1.2.2 "this Agreement" - this document together with all of its annexures, as 

amended from time to time; 

1.2.3 “Acquisition” – when the acquirer becomes registered as the owner of the 

relevant shares in the relevant share register or when the acquirer becomes 

entitled to exercise the relevant voting rights or becomes entitled to appoint 

the relevant directors or when the ownership of the relevant assets have been 

transferred to the acquirer; 

1.2.4 "BCEA" - the Basic Conditions of Employment Act, No. 75 of 1997 (as 

amended);



1.2.5 "Board" – the board of directors of the Company, lawfully appointed thereto; 

1.2.6 "Caledonia" - Caledonia Mining Corporation as a company incorporated 

pursuant to the Canada Business Corporations Act listed on the Toronto Stock 

exchange. with the registration number 312975-6, being the holding company 

of the Company; 

1.2.7 “Change in Control” - 

1.2.7.1 the Acquisition, after the Signature Date, by a person or entity, other 

than a person or entity that is part of the Group, of more than 50% of 

the ordinary shares in the Company; or  

1.2.7.2 the Acquisition, after the Signature Date, by a person or entity, other 

than a person or entity that is part of the Group, of more than 50% of 

the ordinary shares in Caledonia; 

1.2.7.3 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of Control over the right to exercise the majority 

of the voting rights exercisable by the ordinary shareholders of the 

Company; or  

1.2.7.4 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of Control over the right to exercise the majority 

of the voting rights exercisable by the ordinary shareholders of 

Caledonia; or  

1.2.7.5 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of the right to appoint the majority of the board 

of directors of the Company; 

1.2.7.6 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of the right to appoint the majority of the board 

of directors of Caledonia; 

1.2.7.7 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of more than 50% of the assets of the Company.  



For the purposes of this 1.2.7.7 the percentage of the assets acquired 

shall be determined with reference to the value of the assets; 

1.2.7.8 the Acquisition, after the Signature Date, by any person or entity, which 

is not part of the Group, of more than 50% of the assets of Caledonia.  

For the purposes of this 1.2.7.8 the percentage of the assets acquired 

shall be determined with reference to the value of the assets; 

1.2.8 "the Company" – Greenstone Management Services Proprietary Limited, a 

company incorporated pursuant to the laws of the RSA with the registration 

number 1993/000530/07;  

1.2.9 "Confidential Information" - the Group's trade secrets and Confidential 

Information including the following -  

1.2.9.1 know-how, processes, techniques, methods, designs, products and 

organisational and other structures employed in the business of the 

Group;

1.2.9.2 the contractual and financial arrangements between the Group and its 

suppliers, customers, clients and other business associates; 

1.2.9.3 the financial details of the group, including its results and details of the 

remuneration paid to its employees; 

1.2.9.4 details of the prospective and existing customers and clients of the 

Group;

1.2.9.5 the business strategy/ies of the Group; 

1.2.9.6 all other matters which relate to the business of the Group and in respect 

of which information is not readily available in the ordinary course of such 

business to the Group 's competitors; 

1.2.10 "Control" –of the Company includes, without limiting the generality of the 

term – 

1.2.10.1 the beneficial ownership of the majority of the issued ordinary shares of 

the Company; 



1.2.10.2 the beneficial ownership of the issued ordinary shares of the Company 

entitling to the beneficial owner thereof to exercise less than a majority 

of the votes attached to all the issued shares of the Company, where 

such voting power is sufficiently dominant relative to the spread of the 

other shareholdings that it does constitute de facto Control of the 

Company; 

1.2.10.3 the right, through shareholding or otherwise, to Control the composition 

of the Board and, without prejudice to the generality of the aforegoing, 

the composition of the Board shall be deemed to be so controlled if the 

person or entity holding the right may by the exercise of some power, 

directly or indirectly, appoint or remove the majority of the directors; 

1.2.11 “Effective Date” – January 1, 2014; 

1.2.12 "Employee" – _____________; 

1.2.13 "Good Reason" means the occurrence of any of the following upon or  during 

the period referred to in 22.2.1 following a Change in Control, unless the 

Employee provides express written consent -  

1.2.13.1 Unilateral Change in Duties - the unilateral assignment to the Employee 

of any duties inconsistent with the Employee’s status as Vice President 

Finance and Administration and Chief Financial Officer or a material 

unilateral change in the nature or status of the Employee's 

responsibilities, or a material unilateral change in the duties of the 

Employee, in each case from those in effect immediately prior to a 

Change in Control; 

1.2.13.2 Reduction of the Employee's total cost to company remuneration - a 

material reduction by the Company in the Employee’s total cost to 

company remuneration as in effect as at the Signature Date or as the 

same may be increased from time to time or the failure by the Company 

to grant the Employee a total cost to company remuneration increase at 

a rate commensurate with the increases accorded to other key executives 

of the Company at the Employee's status and level of seniority with the 

Company; 



1.2.13.3 Relocation - the Company requiring the Employee to be based anywhere 

other than within the greater metropolitan area where the Executive is 

primarily based at the time of a Change in Control, except for required 

travel on the Company's business to an extent substantially consistent 

with the Employee's travel obligations in the ordinary course of business 

immediately prior to the Change in Control; 

1.2.13.4 Incentive Schemes - the failure by the Company to allow the Employee to 

participate in the incentive schemes as more fully detailed in 12 and 13 in 

which the Employee is entitled to pursuant at the time of the Change in 

Control; or 

1.2.13.5 Constructive Dismissal - any other reason which would be considered to 

amount to constructive dismissal by an RSA court or tribunal of 

competent jurisdiction, 

provided that any event, act or omission which may constitute Good Reason 

within the meaning of this definition shall be deemed not to be Good Reason if 

the Employee fails to object in writing to the Company within thirty Working 

Days of learning of the event, act or omission or, if the event, act or omission 

is curable and is cured in its entirety by the Company within thirty Working 

Days of such written notice.  The Employee shall have thirty Working Days 

upon learning of the event, act or omission to give notice in writing to the 

Company stating the Employee's basis for the Employee's position that there 

is Good Reason. Upon the receipt of such written notice, the Company shall 

have thirty Working Days to cure the event, act or omission in its entirety and 

if so cured there shall be deemed to be no Good Reason. Where the Employee 

alleges a Unilateral Change in Duties or Constructive Dismissal, the Company 

shall: (a) advise the Employee within thirty (30) days if it objects to the 

allegation together with the reasons for such objection (failing which the 

Employee shall be deemed to have Good Reason); and (b) bear the onus of 

proving that the Employee did not experience a Unilateral Change in Duties or 

Constructive Dismissal. 

1.2.14 "Group" – collectively the Company, its subsidiaries and holding company and 

the subsidiaries of its holding company from time to time including, any 

associated company of the Company.  For the purposes of giving effect to this 

definition, the expression "associated company" shall mean any company in 



which the Company holds and beneficially owns at least 20% of the entire 

issued capital thereof; 

1.2.15 "Parties" – the Company and the Employee and the "Party" being either the 

Company or the Employee as the context may indicate; 

1.2.16 "RSA" – the Republic of South Africa; 

1.2.17 "Sick Leave Cycle" - the period of thirty-six months employment of the 

Employee with the Company immediately following - 

1.2.17.1 the Employee's commencement of employment; or 

1.2.17.2 the completion of the Employee's prior Sick Leave Cycle; 

1.2.18 "Signature Date" – the date of signature of this Agreement by the signatory 

which signs it last; 

1.2.19 "Termination Date" – the date on which the Employee ceases to be 

employed by the Company or any company in the Group for whatsoever 

reason;

1.2.20 "Working Day" - any day of the week, excluding Saturdays and Sundays and 

any other day declared as an official public holiday in the RSA; 

1.3 any reference to any statute, regulation or other legislation shall be a reference to 

that statute, regulation or other legislation as at the Signature Date, and as 

amended or substituted from time to time; 

1.4 if any provision in a definition is a substantive provision conferring a right or 

imposing an obligation on any Party then, notwithstanding that it is only in a 

definition, effect shall be given to that provision as if it were a substantive provision 

in the body of this Agreement; 

1.5 where any term is defined within a particular clause other than this 1, that term 

shall bear the meaning ascribed to it in that clause wherever it is used in this 

Agreement;

1.6 where any number of days is to be calculated from a particular day, such number 

shall be calculated as excluding such particular day and commencing on the next 



day.  If the last day of such number so calculated falls on a day which is not a 

business day, the last day shall be deemed to be the next succeeding day which is 

a Working Day; 

1.7 any reference to days (other than a reference to Working Days), months or years 

shall be a reference to calendar days, months or years, as the case may be; 

1.8 the use of the word "including" followed by a specific example/s shall not be 

construed as limiting the meaning of the general wording preceding it and the 

eiusdem generis rule shall not be applied in the interpretation of such general 

wording or such specific example/s. 

1.9 The terms of this Agreement having been negotiated, the contra proferentem rule 

shall not be applied in the interpretation of this Agreement. 

2 APPOINTMENT 

2.1 The Parties acknowledge that the Employee will be deemed to have commenced his 

employment with the Company on April 1, 2006. 

2.2 With effect from the Effective Date the Employee's employment, including 

compensation, bonus entitlements and any other terms and conditions of 

employment, with the Company will be subject to the terms and conditions set out 

in this Agreement and any prior agreements regulating the Employee's employment 

with the Company shall lapse and be of no further force and effect on the Effective 

Date. 

2.3 The Employee holds the position of Vice President Finance and Administration and 

Chief Financial Officer reporting to the Chief Executive Officer and Board of 

Caledonia. 

3 EMPLOYEE’S DUTIES 

The Employee undertakes to - 

3.1 act in the capacity to which he is appointed in terms of this Agreement, as more 

fully set out in Annexure A; 



3.2 perform any duties that are reasonably ancillary to his capacity, in accordance with 

and as required by the Company, provided that such duties do not detract from the 

Employee’s status or capacity to which he is appointed;  

3.3 be accountable to and be required to report to the Company during the course of 

his employment with the Company in terms of the agreement; 

3.4 comply with all reasonable and lawful instructions given to him from time to time 

by the Company; 

3.5 not engage in activities which would detract from the proper performance of his 

duties in terms of this Agreement; 

3.6 devote the whole of his working time and attention to performing his duties under 

this Agreement; 

3.7 use his best endeavours to promote and extend the business of the Company for 

the duration of this Agreement; 

3.8 deliver to the Company, whenever required to do so, all books of account, records, 

correspondence and notes concerning or containing any reference to the work and 

business of the Company, which belong to the Company and which is in the 

possession or under the control, directly or indirectly, of the Employee; 

3.9 attend all meetings required of him by the Company; 

3.10 to show the Company and the other companies in the Group the utmost good faith; 

3.11 not to exceed or purport to exceed or purport to have the right to exceed the 

express limits of the authority attendant to the position to which he is appointed in 

terms of this Agreement, or such authorities as may necessarily be implied by 

virtue of the Employee's capacity and functions, from time to time; 

3.12 to ensure that the Company maintains all required written records in an up-to-date 

and timely manner, and to keep such records and all other records of the 

Company's affairs which may be entrusted to him in a safe place, out of access to 

any other persons, save as specifically directed by the Company; 



3.13 not to, otherwise than for the benefit of the Company, make any notes or 

memoranda relating to any matter within the scope of the business of the Company 

or concerning any of its dealings or affairs; 

3.14 to report to the Company and to each of the companies in the Group any 

information relating to the products or services of the competitors of the Company 

which may reasonably be in the interests of the Company or any of the companies 

in the Group; 

3.15 other than in the ordinary course of business or with the prior written consent of 

the Company not to remove from the Company's premises any books, records, 

documents or other items belonging to the Company; 

3.16 to carry out his functions and duties for the Company or any other of the 

companies in the Group lawfully; 

3.17 not to act on behalf of the Company or any of the other companies in the Group in 

a manner which would bring discredit or injury to the Company or to any of the 

other companies in the Group. 

4 PLACE OF WORK 

4.1 The Employee's formal place of work will be at the Company's Africa Office 

premises in Johannesburg, RSA, or at such other premises as the Company may 

occupy from time to time.  The Employee agrees to perform services at other 

locations as may be necessary from time to time.   

4.2 The Employee acknowledges that he may be required to travel both within and 

outside the RSA in accordance with the Company’s operational requirements and 

the Employee hereby agrees to do so.  All reasonable travel and accommodation 

costs incurred on behalf of the Employee will be borne by the Company in 

accordance with its business travel expense policy, as amended from time to time. 

5 OVERTIME, WEEKEND WORK AND PUBLIC HOLIDAYS 

Due to the operational requirements of the Company and the capacity in which the 

Employee is appointed to act in terms of this Agreement, the Employee recognises that 

he may be required and hereby agrees to work overtime, on weekends and on public 

holidays from time to time when requested to do so, without any additional 

remuneration.



6 DISBURSEMENTS 

The Company shall reimburse the Employee all reasonable travelling and other expenses 

properly incurred by him which are necessary to enable the Employee to perform his 

duties under this Agreement and which are authorised or ratified by the Company.  Such 

reimbursement shall be made to the Employee as soon as reasonably practicable after 

the expenses have been incurred by the Employee.  The Employee shall provide receipts 

for all reimburseable expenses. 

7 REMUNERATION 

7.1 From the Effective Date the Employee’s remuneration package calculated on a total 

cost to company basis is as set out, in Annexure A. 

7.2 The Employee’s remuneration package shall be reviewable annually, at the absolute 

discretion of the Company.   

7.3 The following deductions will be made from the Employee’s remuneration - 

7.3.1 such deductions as may be required by law; 

7.3.2 such deductions as may be provided for in this Agreement; or  

7.3.3 such deductions as may otherwise be agreed between the Parties from time to 

time. 

8 ANNUAL LEAVE 

8.1 The Employee will be entitled to a total of twenty five Working Days’ annual leave 

during each Annual Leave Cycle The leave entitlements making up the total annual 

leave shall be subject to the following terms and conditions - 

8.1.1 at least ten Working Days annual leave must be taken during each Annual 

Leave Cycle in which it accrues; 

8.1.2 a maximum of fifty Working Days may be accumulated at any point in time 

and any amount accumulated in excess of fifty Working Days in any six-month 

period shall and, if agreed upon by the parties, any other vacation entitlement 

may, be paid to the Employee at his current rate of remuneration; 



8.1.3 when the Employee takes leave, the number of days so taken by the 

Employee shall first reduce the Employee's entitlement to leave under the 

BCEA, and only to the extent that the Employee has no further statutory leave 

available in the given Annual Leave Cycle, shall thereafter reduce the 

Employee's entitlement to contractual leave in excess of the leave required 

under the BCEA.  

9 SICK LEAVE 

The Employee shall be entitled to sick leave in accordance with the provisions of the 

BCEA.  The Employee must inform the Company immediately should the Employee be 

absent due to illness or injury.  The Employee must provide the Company with a medical 

certificate should the Employee be absent from work for more than two consecutive 

days, or on more than two occasions in an eight week period. 

10 PROFESSIONAL FEES AND EXECUTIVE MEDICALS 

10.1 The Company will pay for, alternatively reimburse the Employee, for any 

professional licensing fees required by the Company or incurred on behalf of the 

Company (e.g. Institute membership as a CA (SA)). 

10.2 The Company will pay the cost of any annual executive medical undergone by the 

Employee, provided that the Employees must have completed the medical by 

31 July of each year and must submit the results to the Company. 

11 MEDICAL AID  

It is recorded that the Company does not, as at the Effective Date, operate or participate 

in or pay any contributions towards any medical scheme, pension or provident fund or 

any other retirement fund for the benefit of its employees.   

12 SHORT TERM INCENTIVE SCHEME 

The Employee will be invited to participate in a short term incentive scheme ("STIS")

once approved by the Board, subject to the terms and conditions of the STIS Plan, as 

amended from time to time.  The Company intends to implement the STIS as soon as 

practically possible and the Company will at that time enrol the Employee as a 

participant in the STIS. 



13 LONG TERM INCENTIVE SCHEME  

The Employee will be invited to participate in a long term incentive scheme ("LTIS") 

once approved by the Board, subject to the terms and conditions of the LTIS Plan, as 

amended from time to time.  The Company intends to implement the LTIS as soon as 

practically possible and Company will at that time enrol the Employee as a participant in 

the LTIS. 

14 CELLULAR PHONE REIMBURSEMENT 

The Company will provide the Employee with an appropriate cellular phone, data bundle 

and Etag.

15 PERSONAL CONDUCT AND COMPANY RULES AND POLICIES  

The Employee shall be required at all times to comply with the Company's rules, policies 

and procedure, Code of Conduct, as amended from time to time, which are considered to 

form part of the terms and conditions of this Agreement.  The Employee is also required 

to comply generally with the standards expected of his appointment and position and 

status attendant thereto. 

16 INVENTIONS

16.1 If the Employee, in the course of his employment with the Company creates, makes 

or discovers any work, invention or design or makes any improvement upon or 

derivation from any existing work, invention or design whether or not the same 

has, or is capable of having, patent, registered design, copyright, design right, or 

other like protection and whether alone or in conjunction with any other person, he 

shall immediately disclose them to the Board and shall, at the Company’s request 

and expense, do all such acts and execute all such documents as may be necessary 

to visit all rights to or relating to any such work, invention, design or improvement 

in the name of the Company or its nominee, so that all such rights shall become the 

absolute property of the Company or its nominee.  For the purpose of this 16, the 

Employee irrevocably appoints the Company as his attorney in his name to execute 

all documents and do all things required to give effect to the provisions of this 

clause.  Nothing in this 16 shall limit any statutory or other right of the Company or 

any member of the Group in relation to any such work, invention, design or 

improvement. 



16.2 The Employee shall not, except as may be necessary in the course of his 

employment, disclose or make use of any invention which is the property of the 

Company or any other invention subject to 16. 

16.3 The rights and obligations under this 16 shall continue in force after the termination 

of this Agreement in respect of inventions made during the Employee’s 

appointment and shall be binding upon the heirs, successors, assigns and personal 

representatives of the Employee. 

17 CONFIDENTIALITY UNDERTAKINGS 

17.1 Definitions 

Unless the context clearly indicates a contrary intention, the following expressions 

bear the meanings assigned to them below (and cognate expressions bear 

corresponding meanings) in this clause - 

17.1.1 "Confidential Records" - any records of any nature whatever (including 

documents, diagrams and data which have been created or stored in any 

medium irrespective of who created or owns such records) which contain any 

of the Confidential Information; 

17.1.2 "Successors-in-title or Assigns" - shall include, but without limiting in any 

way the generality of the aforegoing term, any person, firm, company or 

association of persons who or which - 

17.1.2.1 acquires all or part of the Business or goodwill of the Company;  or 

17.1.2.2 becomes the beneficial owner through its membership interest in the 

Company of such Business or goodwill;  or 

17.1.2.3 has lawfully acquired the right to enforce the restraints in this 

Agreement.

17.2 Confidentiality undertakings 

The Employee irrevocably undertakes in favour of the Company and its 

Successors-in-title or Assigns that - 



17.2.1 he shall not at any time after the Signature Date disclose or permit to be 

disclosed to any person, or use or permit to be used in any manner 

whatsoever, any of the Confidential Information and/or any Confidential 

Records;

17.2.2 he will surrender to the Company, on demand or in any event on the 

Termination Date, any documents containing Confidential Information and any 

Confidential Records which have been or are made by him or which came into 

his possession or under his control during the period of his employment by the 

Company, which documentation and Confidential Records shall be deemed to 

be the property of the Company, and the Employee shall not retain any copies 

thereof or extracts therefrom. 

17.3 Acknowledgements 

The Employee acknowledges and agrees that - 

17.3.1 by reason of his association with the Company, he has acquired and will 

acquire considerable knowledge and know-how relating to the Company and 

its business; 

17.3.2 if he is not restricted as provided for in the aforegoing confidentiality 

undertakings the Company will potentially suffer considerable economic 

prejudice including loss of custom and goodwill.  Accordingly, the Company 

considers it essential to protect its interests that the Employee agrees to the 

aforegoing confidentiality undertakings; 

17.3.3 the aforegoing confidentiality undertakings are fair and reasonable as to 

subject matter, area and duration and are reasonably necessary to protect the 

proprietary interests of the Company and to maintain its goodwill; 

17.3.4 each provision of the aforegoing confidentiality undertakings shall, 

notwithstanding the manner in which it has been grouped with or 

grammatically linked to the others, be construed as imposing a separate and 

an independent obligation, severable from the rest of them.  Without limiting 

the aforegoing - 

17.3.4.1 the confidentiality undertakings in terms of 17.2 shall be severable in 

respect of - 



17.3.4.1.1 each of the persons in whose favour they are given; 

17.3.4.1.2 every month of the period for which the confidentiality undertakings 

are stipulated to be applicable;  

17.3.4.1.3 every category of Confidential Information and Confidential Records; 

17.3.5 the aforegoing confidentiality undertakings are stipulations for the benefit of 

the Company and its Successors-in-title or Assigns, which shall be entitled to 

elect whether to exercise its rights hereunder or not.  By signing this 

Agreement the Company accepts the benefits on behalf of each such persons.  

Such acceptance by the Company constitute a separate acceptance on behalf 

of each such persons for the time being and, to the extent that such 

acceptance may not constitute valid acceptance on behalf of such person, that 

person may accept such benefits in the future by giving written notice to that 

effect to the Employee; 

17.3.6 the failure by the Company or any Successors-in-title or Assigns to - 

17.3.6.1 exercise any of its rights in terms of the aforegoing confidentiality 

undertakings; or 

17.3.6.2 succeed in any proceedings instituted by it to enforce any of its rights in 

terms of the aforegoing confidentiality undertakings, 

shall not preclude the Company or its Successors-in-title or Assigns from 

exercising any such rights in consequence of any subsequent breach by the 

Employee or of any subsequent decision of any court, as the case may be; 

17.3.7 the aforegoing confidentiality undertakings are in addition to and without 

prejudice to the Company's other rights at law or in terms of any other 

agreement

17.4 Breach of undertakings may be interdicted 

A breach of any of the undertakings stipulated in this Agreement shall entitle the 

Company, without prejudice to any other rights available to it in law and 

notwithstanding any other provision of this Agreement, to apply to any court of 

competent jurisdiction for an appropriate interdict. 



18 COMMUNICATIONS 

18.1 The Employee acknowledges that the Company's local and wide area network 

infrastructure and its telecommunications system and its components, including 

telephones, facsimile machines, photocopiers, printers, personal organisers, 

palmtops, computers and servers, as well as the applications running on and 

services provided by these systems including e-mail and voicemail, Internet and 

Intranet, and file storage facilities ("IT Systems") and all oral communications,

telephone conversations, information and messages or any part of a message 

(whether in the form of data, texts, images, speech or any other form) transferred 

via and/or stored on the IT Systems, including any recording and/or copies made of 

such communications, and any attachments to such communications 

("Communications") made via the IT Systems are the property of the Company.  

The IT systems must be used only to conduct the Company's business and to 

enhance the Employee's productivity.  

18.2 The Employee agrees that in order to meet the Company's operational 

requirements, the Company may monitor, access, examine and otherwise intercept 

the Employee's Communications without further notice, by human or automated 

means from time to time in accordance with the Company's information technology 

usage practice.

19 CONSENT TO DATA PROCESSING  

19.1 The Employee hereby agrees that the Company may retain any personal 

information relating to him for as long as the Company is obliged to retain such 

personal information or record, or for as long as the Company reasonably requires 

the record for lawful purposes related to its functions or activities.  

19.2 The Employee acknowledges and agrees that if the personal information which is 

required by the Company for lawful purposes is not provided voluntarily by him, the 

Company and the Group may be left with no alternative but to take such steps as 

may be necessary in terms of applicable employment legislation.   



19.3 The Employee shall, subject to the grounds for refusal of access to records which 

may apply in terms of the Promotion of Access to Information Act 2 of 2002, be 

entitled to request the Company to - 

19.3.1 provide the Employee with a record or a description of the personal 

information about the Employee held by the Company, including information 

about third parties who have or have had access to the information; and 

19.3.2 correct or delete information about the Employee that is inaccurate, irrelevant, 

excessive, out of date, incomplete, misleading or obtained unlawfully. 

20 DOMICILIUM AND NOTICES 

20.1 The Parties choose domicilium citandi et executandi ("domicilium") for all 

purposes relating to this Agreement, including the giving of any notice, the 

payment of any sum, the serving of any process, as follows - 

20.1.1 the Company physical- 24 Ninth Street 

 facsimile- + 27 11 477 2554 

20.1.2 the Employee physical- 19 Baker Street 

 e-mail-   

20.2 Either Party shall be entitled from time to time, by giving written notice to the 

other, to vary its physical domicilium to any other physical address (not being a 

post office box or poste restante) within the RSA and to vary its facsimile or e-mail 

domicilium to any other facsimile number or e-mail. 

20.3 Any notice given or payment made by either Party to the other ("Addressee")

which is delivered by hand between the hours of 09:00 and 17:00 on any Working 

Day to the Addressee's physical domicilium for the time being shall be deemed to 

have been received by the Addressee at the time of delivery. 

20.4 Any notice given by either Party to the other which is successfully transmitted by 

facsimile to the Addressee's facsimile domicilium for the time being shall be 



deemed (unless the contrary is proved by the addressee) to have been received by 

the Addressee on the day immediately succeeding the date of successful 

transmission thereof. 

20.5 This 20 shall not operate so as to invalidate the giving or receipt of any written 

notice which is actually received by the Addressee other than by a method referred 

to in this 20. 

20.6 Any notice in terms of or in connection with this Agreement shall be valid and 

effective only if in writing and if received or deemed to be received by the 

Addressee.

21 TERMINATION 

21.1 The Employee may terminate this employment relationship on giving the Company 

three months’ notice ("the Required Notice").   

21.2 The Company may terminate the Employee's employment, whether such 

termination is with or without the Required Notice, for any reason recognised in law 

as sufficient.  If the Company terminates the Employee’s employment other than 

for misconduct, the Company will give the employee ninety (90) days’ notice in 

writing.  At the conclusion of the notice period or such sooner date as mutually 

agreed upon, the Company will pay the Employee: 

21.2.1 one month’s pay per year of service, pro-rated for part years’ service and 

calculated on the basis of his current remunerations package; 

21.2.2 the Employee’s short-term and long-term incentives accrued to his last day of 

active employment; and 

21.2.3 accumulated but unpaid leave accrued to his last active day of employment; 

less 

21.2.4 any amounts owing to the Company. 

21.3 The Company may, at its sole discretion, elect whether to retain the Employee's 

services during any period of Required Notice.  Notwithstanding this provision, the 

Company shall pay the Employee the full remuneration, which the Employee would 

have received had the Employee worked during the Required Notice period. 



22 TERMINATION OF EMPLOYMENT FOLLOWING A CHANGE IN CONTROL 

22.1 Subject to 22.2, upon the occurrence a Change in Control and - 

22.1.1 the termination of the Employee's employment by the Company, either upon 

the occurrence of a Change in Control or at any time prior to the expiry of the 

twenty-four month period following a Change in Control, for any reason other 

than for any reason justifying dismissal or the Employee's death or disability; 

or

22.1.2 where the Employee terminates his employment with the Company for Good 

Reason, either upon the occurrence of a Change in Control or at any time prior 

to the expiry of the twenty-four month period following a Change in Control, 

and following the delivery of written notice of termination by the Employee to 

the Company.  

22.2 On the happening of any of the events contemplated in 22.1, the Employee shall be 

entitled to terminate this Agreement and the Employee's employment with the 

Company, and shall be entitled to receive within fourteen Working Days following 

the effective date of such termination by the Employee ("End Date"), and in lieu of 

any other amounts to which the Employee may otherwise be entitled upon 

termination of the Employee's employment, including, without limitation, under any 

other section of this Agreement, the following – 

22.2.1 in addition to the Employee's accrued and unpaid total cost to company 

remuneration to the End Date and accrued and unpaid amounts of STIS and 

LTIS, a lump sum payment equal to the Employee's total cost to company 

remuneration which the Employee would otherwise have been entitled to 

receive for a period of twenty-four months ("Protected Period"), less any 

amounts owing by the Employee to the Company;  

22.2.2 annual leave accruing to the Employee for the Protected Period. 

23 DISPUTE RESOLUTION 

23.1 Any disputes arising from or in connection with this agreement or the termination 

thereof shall if so required by either party by giving written notice to that effect to 

the other party be resolved by mediation, and failing which finally by arbitration in 

accordance with the rules of the Arbitration Foundation of Southern Africa or any 



similar entity which is a successor to AFSA which provides arbitration services, 

("AFSA") by an arbitrator or arbitrators appointed by AFSA.  There shall be no right 

of appeal as provided for in article 22 of the aforesaid rules.   

23.2 The dispute shall be determined initially by mediation and, failing which, finally by 

arbitration on the following terms and conditions - 

23.2.1 the mediation and the arbitration hearing shall be held in camera.  Save to the 

extent strictly necessary for the purposes of the arbitration or for any court 

proceedings related thereto, neither party shall disclose or permit to be 

disclosed to any person any information concerning the mediation or 

arbitration or the award (including the existence of the mediation or 

arbitration and all process, communications, documents or evidence submitted 

or made available in connection therewith); 

23.2.2 the mediator and arbitrator in the dispute shall be determined by agreement 

between the parties within a period of forty-eight hours of the giving of notice 

of a dispute by any party as set out in 23.1, in the case of the mediator and 

forty-eight hours after the mediator has advised the parties in writing that he 

is unable to resolve the dispute, in the case of the arbitrator. Failing such 

agreement, the mediator and/or arbitrator shall be appointed by AFSA; 

 

23.2.3 the arbitrator shall finalise and deliver to the parties an award, which award 

shall be final and binding on the parties and shall not be subject to appeal, in 

writing within seven days from the date of completion of the arbitration 

proceedings;

23.2.4 where the award made by the arbitrator orders the payment of a sum of 

money, such sum shall, unless the award provides otherwise, carry interest at 

the prime rate of  interest, as determined by the Company's bankers at the 

time of the award, from the date of the award; 

 

23.2.5 the mediation shall be conducted on a without prejudice basis and shall not be 

recorded.  The arbitrator shall however record the arbitration proceedings by 

means of cassette tape recording or such other form of recording as the 

parties may agree upon. 

 

23.3 Each party to this agreement - 



23.3.1 expressly consents to any arbitration in terms of the aforesaid rules being 

conducted as a matter of urgency; and 

23.3.2 irrevocably authorises the other to apply, on its behalf, in writing, to the 

secretariat of AFSA in terms of article 23(1) of the aforesaid rules for any such 

arbitration to be conducted on an urgent basis.

24 GENERAL 

24.1 This Agreement and the annexures thereto and the various agreements and 

documents referred to in this Agreement constitute the sole record of the 

agreement between the Parties in regard to the subject matter thereof and shall 

substitute any other agreement between the Parties in respect of the subject 

matter of this Agreement. 

24.2 Neither Party shall be bound by any express or implied term, representation, 

warranty, promise or the like not recorded herein. 

24.3 No relaxation, extension of time, latitude or indulgence which any of the Parties 

(“the Grantor”) might show, grant or allow to another (“the Grantee”) shall in 

any way constitute a waiver by the Grantor or any of the Grantor’s rights in terms 

of this Agreement and the Grantor shall not thereby be prejudiced or stopped from 

exercising any of its rights against the Grantee which may have then already arisen 

or which may arise thereafter. 

24.4 No alteration, variation, amendment or purported consensual cancellation of this 

Agreement or any deletion there from shall be of any force or effect unless reduced 

to writing and signed by or on behalf of the Parties hereto. 

24.5 If any provision of this Agreement is held to be illegal, invalid or unenforceable for 

any reason, such provision shall be deemed to be pro non scripto, but without 

affecting, impairing or invalidating any of the remaining provisions of this 

Agreement which shall continue to be of full force and effect. 

24.6 If any provision of this Agreement, which is not a material provision, becomes 

ineffective or impractical, the Parties shall negotiate in the utmost good faith to 

agree upon a suitable substitute provision or upon alternative compensation to be 

payable to the Party disadvantaged by such provision. 



25 GOVERNING LAW 

This agreement shall be governed by and construed in accordance with the laws of the 

RSA.

Signed at on 2016

 for Caledonia Mining Corporation 

 who warrants that he is duly 
authorised hereto 

Signed at on 2016
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INFORMATION RISK 

 
This Report was prepared by Minxcon (Pty) Ltd (“Minxcon”). In the preparation of the Report, Minxcon has 

utilised information relating to operational methods and expectations provided to them by various sources. 
Where possible, Minxcon has verified this information from independent sources after making due enquiry 

of all material issues that are required in order to comply with the requirements of the SAMREC and NI 43-
101 Codes. 

 

OPERATIONAL RISKS 

 
Mining and mineral and coal exploration, development and production by their nature contain significant 

operational risks. It therefore depends upon, amongst other things, successful prospecting programmes and 

competent management. Profitability and asset values can be affected by unforeseen changes in operating 
circumstances and technical issues. 

 

POLITICAL AND ECONOMIC RISK 

 
Factors such as political and industrial disruption, currency fluctuation and interest rates could have an 

impact on future operations, and potential revenue streams can also be affected by these factors. The 
majority of these factors are beyond the control of any operating entity. 
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ITEM 1 – EXECUTIVE SUMMARY 

Minxcon (Pty) Ltd (“Minxcon”) was commissioned by Greenstone Management Services (Pty) Limited (“GMS” 

or “the client”) to compile an NI 43-101 Technical Report on behalf of Blanket Mine (1983) (Private) Limited 

(“Blanket”) for its parent company Caledonia Mining Corporation (“Caledonia”), a Canadian registered 
company which is listed on the Toronto Stock Exchange (“TSX – CAL”) and on the AIM Market of the London 

Stock Exchange (“LSE−CMCL”) and also traded on the NASDAQ−OTCBB. GMS is a subsidiary of Caledonia that 

employs the South African based management that receives a management fee from Blanket. Following the 
implementation of indigenisation in September 2012, Caledonia owns 49% of Blanket; the other 51% of 
Blanket is held by Indigenous Zimbabwean shareholders including Blanket’s employees and management and 

the community in which Blanket is located.  Blanket is incorporated in Zimbabwe and is the owner and 

operator of the Blanket Mine. 

Item 1 (a) – PROPERTY DESCRIPTION 
The Blanket Mine is located in the south-west of Zimbabwe, approximately 15 km northwest of Gwanda, the 

provincial capital of Matabeleland South. Gwanda is located 150 km southeast of Bulawayo, the country's 

second largest city, 196 km northwest of the Beit Bridge Border post with South Africa, and 560 km from 
Harare, Zimbabwe's capital city. Access to the mine is by an all-weather tarred road from Gwanda, which is 

linked to the Beit Bridge to Bulawayo, Harare by a national highway. The general geographic coordinates of 
Blanket Mine are Latitude 20°52' S, Longitude 28°54' E. 

General Location of Blanket Mine 
 

 

 Location of the Blanket Mine

Blanket Mine is a well-established Zimbabwean gold mine, which operates at a depth of approximately 750 
m below surface and produced approximately 45,500 ounces of gold in 2013. Blanket also holds brownfield 
exploration and development projects both on the existing mine area and its 18 satellite properties, which 
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include the GG and Mascot projects which are located 10 km and 33 km from the Blanket metallurgical 
recovery plant, respectively. 

Item 1 (b) – OWNERSHIP OF THE PROPERTY 
The Indigenisation and Economic Empowerment Act ("The Act"), which was enacted in 2007, requires that 

51% of all commercial enterprises in Zimbabwe be owned by indigenous Zimbabweans. On 20 February 2012 
Caledonia announced it had signed a Memorandum of Understanding ("MoU") with the Minister of Youth, 

Development, Indigenisation and Empowerment of the Government of Zimbabwe pursuant to which 51% of 

Blanket would be sold for a paid transactional value of USD30.09 million. The various transactions were 
implemented with effect from September 5, 2012 on the following bases:- 

 16% was sold to the National Indigenisation and Economic Empowerment Fund; 

 10% was sold to a Management and Employee Trust for the benefit of the present and future managers 

and employees of Blanket; 

 15% was sold to identified Indigenous Zimbabweans; and 

 10% was donated to the Gwanda Community Share Ownership Trust. Blanket also made a non-

refundable donation of USD1 million to the Trust as soon as it was established and paid advance 

dividends of USD4 million before the end of April 2013. 

The Blanket Mine operates under a Special Licence (No. 5030) which was issued under the Mines and Minerals 

Act of 1961 (Chapter 21:05). The mine’s claims are protected under this Act. The Blanket Mine covers the 

claims of Jethro, Blanket Section, Feudal, AR, Sheet, Eroica and Lima, comprising a total area of 
approximately 2,540 ha.  

Ownership Structure 
 

 

 Ownership Structure

Item 1 (c) - GEOLOGY AND MINERAL DEPOSIT 
Zimbabwe’s known gold mineralisation occurs in host rocks of the Zimbabwe Craton, which is made up of 

Archaean rocks. The geology of the Craton is characterised by deformed and metamorphosed rocks which 
include high-grade metamorphic rocks, gneisses, older granitoids, greenstone belts, intrusive complexes, 

younger granites and the Great Dyke, which makes up the geology of the Zimbabwe Craton. The Chingezi 

gneiss, Mashaba tonalite and Shabani gneiss form part of a variety of tonalities and gneisses of varying ages. 
Three major sequences of slightly younger gold-bearing greenstone belt supracrustal rocks exist:- 
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 Older greenstones called the Sebakwian Group, which are mostly metamorphosed to amphibolite 

facies. They comprise komatiitic and basaltic volcanic rocks, some banded iron formation (“BIF”), as 
well as clastic sediments.  

 The Lower Bulawayan Group, which comprises basalts, high-Mg basalts, felsic volcanic rocks and 

mixed chemical and clastic sediments. The Lower Bulawayan Group forms the Belingwe (Mberengwa) 

greenstones. 

 The Upper Bulawayan (upper greenstones) and Shamvaian groups, which comprise a succession of 
sedimentary and komatiitic to tholeiitic to calc-alkaline rocks.  

Three metamorphic belts surround the Zimbabwe Craton:- 

 Archaean Limpopo Mobile Belt to the south;  

 Magondi Mobile Belt on the north-western margin of the Craton; and 

 Zambezi Mobile Belt to the north and northeast of the Zimbabwe Craton. 

Zimbabwe Craton Relative to Other Cratons 
 

 

 The Zimbabwe Craton Relative to Other Cratons

Item 1 (d) - OVERVIEW OF THE PROJECT GEOLOGY 
The Blanket Mine is situated on the north-western limb of the Archaean Gwanda Greenstone Belt. Several 
other gold deposits are situated along the same general strike as the mine. Approximately 268 mines 
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operated in this greenstone belt at one stage, however, the Blanket Mine is one of the few remaining mines. 
At Blanket Mine, the rock units strike north−south, plunge in a westerly direction and dips to the west (in 

some areas, southwest).  

Item 1 (e) - LOCAL PROPERTY GEOLOGY 
The local geology consists of a basal felsic unit in the east that is not known to be mineralised. It is generally 
on this lithology that the tailings disposal sites are located. An ultramafic zone that includes the BIFs hosting 

the eastern dormant cluster and the Mineral Deposits of the nearby Vubachikwe complex lies to the west of 

this unit. Active Blanket Mineral Deposits occur in the immediately overlying mafic unit. A capping of 
andesite completes the stratigraphic sequence. 

Blanket Mine is part of the group of mines that make up the North Western Mining Camp, also called the 

Sabiwa group of mines. Blanket Mine is a cluster of mines that extend from Jethro in the south, through 

Blanket, the currently defunct Feudal, AR South, AR Main, Sheet, Eroica and Lima. 

Longitudinal Section of Blanket Mine 
 

 Blanket Mine Longitudinal Section Showing Production Areas 

Dormant old workings include Sabiwa, Jean, Provost, Redwick, Old Lima, and Smiler. The latter group of 

mines form the northern continuation of the Vubachikwe zone and are hosted by BIFs. The mafic unit which 
hosts the gold mineralisation is, for the most part, a metabasalt with occasional remnants of pillow basalts. 

Regionally, the rock is a fine-grained massive amphibolite with localised shear planes. A low angle 

transgressive shear zone (up to 50 m wide cutting through the mafic zone) is the locus of the gold ore 25 
shoots. The shear zone is characterised by a well-developed fabric and the presence of biotite. A regional 
dolerite sill cuts the entire sequence from Vubachikwe through Blanket to Smiler. The sill does not cause a 

significant displacement and although it truncates all the ore shoots, there is continuity of mineralisation 
below the sill (AGS, 2006). The upper zone comprises massive to pillowed lavas with intercalations of 

interflow sediments. According to a 2006 report by AGS, the rock is a fine-grained massive amphibolite with 

localised shear planes. 
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Geology of the Project Area 
 

 

 Lithology of Blanket Mine Area

The gold Mineral Deposits are found around a low-angle transgressive shear zone. A simplified stratigraphic 

column for the Blanket mine is shown in the following figure. 
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Stratigraphic Column 
 

 

 Stratigraphy of Blanket Mine

Item 1 (f) – STATUS OF EXPLORATION 
The Blanket Mine is a producing operation. Exploration activities are carried out both on and off the mine. 

Mine exploration takes place mostly underground on the producing claims and is aimed at expanding the 

knowledge of the ore shoot trends which are being mined, as well as searching for potential additional 
Mineral Deposits. Near-mine exploration takes place on non-producing assets, which have the potential to 

yield new sources of ore and possibly give rise to new mines.  

The mine’s exploration title holdings are in the form of registered mining claims (78 in total) in the Gwanda 

Greenstone Belt. These claims include a small number under option and cover an area of approximately 
2,500 ha. The blocks of claims were pegged as follows:- 

 47 are registered as precious metal (gold) blocks covering 415 ha. Gold or precious metal claims 

measure 10 ha x 1 ha (10 ha) and; 

 31 claims were pegged and are registered as base metal (Cu, Ni, As) blocks, covering an area of 2,085 

ha. Base-metal claims are larger than precious metal blocks. 

Item 1 (g) – MINERAL RESOURCE AND MINERAL RESERVE ESTIMATES 
The following table reflects the Mineral Resource Statement for Blanket Mine for August 2014, as verified 

by Minxcon. The Blanket Mine Resource classifications have been changed to Measured, Indicated and 
Inferred. No reserves are stated here, however, the Mineral Resources are declared inclusive of all Mineral 
Reserves. The reserves have been declared separately, as determined by the Reserve Life of Mine plan 

(“Reserve LoM Plan”). The proven and probable pillar reserves (as per the Blanket Mine mineral resource 

tabulation) have been declared as Measured Resources and the Probable Reserves (as per the Blanket Mine 
mineral resource tabulation) have been included in the Indicated Resource. The modifying factors, as 

applied by Blanket Mine to their Proven and Probable Reserves, have not been applied to the Minxcon Mineral 

Resource. The Indicated and Inferred mineral resource categories remained the same as that of the 
Caledonia Mineral Resource. 
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August 2014 Mineral Resource as Verified by Minxcon 
Mineral Resource Category  Tonnage   Au  Au Content  Ounces  

  t g/t kg oz. 
Measured Resource  1,572,733 3.91 6,146 197,606 
Indicated Resource  2,478,902 3.77 9,340 300,288 
Total Measured and Indicated 4,051,635 3.82 15,486 497,895
Inferred Resource  3,344,831 5.11 17,106 549,963 

Notes: 
1. Tonnes are in situ. 
2. All figures are in metric tonnes. 
3. Mineral Reserves are included in the Mineral Resource. 
4. Mineral Resources are stated at a 1.96 g/t cut-off. 
5. No geological losses were applied to the tonnage. 
6. Tonnage and grade have been rounded and this may result in minor adding discrepancies. 
7. The tonnages are stated at a relative density of 2.86 t/m3. 
8. Conversion from kg to oz.: 1:32.15076. 

The Measured and Indicated Mineral Resources were converted to Proven and Probable Mineral Reserves by 
applying applicable mining rates and other modifying factors. The Mineral Reserve Statement for Blanket 
mine is illustrated in the following table. 

Mineral Reserve Statement (October 2014) 

Mineral Reserve Category Tonnage Au Au Content Ounces
t g/t kg oz. 

Proven 856,005 3.40 2,912 93,638 
Probable 2,077,828 3.78 7,862 252,758 
Total Mineral Reserves 2,933,833 3.67 10,774 346,396 

Notes:  
1. Tonnages refer to tonnes delivered to the metallurgical plant. 
2. All figures are in metric tonnes. 
3. 1kg = 32.15076 oz. 
4. Pay limit Blanket Mine 2.03 g/t. 
5. Pay Limit calculated: USD/oz. = 1250; Direct Cash Cost (C1) – 71 USD/t milled. 
6. The reduction in ounces is mainly attributed to the exclusion of previously stated Proven and Probable Reserves below 750 m 

Level. (These ounces are accounted for as Measured and Indicated Resources.) 

Item 1 (h) – DEVELOPMENT AND OPERATIONS 
General Infrastructure 

Blanket Mine is an operational mine with well-established infrastructure and no major modifications or 
upgrades are necessary to sustain mining and processing operations.  

Processing 
The Blanket Gold Plant consists of crushing, milling, Carbon-in-Leach (“CIL”) and batch elution electro-

winning circuits. The front-end comminution circuits (crushing and milling) have a capacity of about 40 ktpm 
while the CIL and downstream circuits have a capacity of approximately 100 ktpm to 120 ktpm. The plant 

achieved a recovery of about 93% over the past year. The plant is well-operated and maintained and 

housekeeping is of a high standard. The processing costs are high for a plant treating free milling material. 
Unit costs can be reduced by increasing tonnes treated and optimising reagent and power consumption.  

Item 1 (i) - MARKET VALUATION 
This valuation is based on a free cash flow and measures the economic viability of the Reserves to 

demonstrate if the extraction of the Mineral Deposit is viable and justifiable under a defined set of 
realistically assumed modifying factors. This is illustrated by using the Discounted Cash Flow (“DCF”) method 

on a Free Cash Flow to the Firm (“FCFF”) basis, to calculate the nett present value (“NPV”) and the intrinsic 
value (fundamental value based on the technical inputs, and a cash flow projection that creates a NPV) of 
the Project in real terms. The valuation reflects the full value of the operation and no values attributable 

to Caledonia’s participation in Blanket were calculated. The model was set up in calendar years with year 

2014 only including October to December. Blanket’s financial years are also based on calendar years from 
January to December. The DCF valuation was calculated at a gold price of USD1,250/oz., as received from 

the Client. 
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Operating Costs 
Costs reported for the Blanket Mine, which consist of plant and mining operating costs, are displayed in the 

following table. Other cash costs include the general and administration fees, Caledonia management fee 

as well as overheads. The royalty amount includes the 5% Zimbabwean revenue royalty.  

OPEX Summary 
Item Unit Amount Unit Amount 

Net Turnover USD/Milled tonne 138 USD/Gold oz. 1,250
Mine Cost USD/Milled tonne 49 USD/Gold oz. 446 

Plant Costs USD/Milled tonne 17 USD/Gold oz. 153 
Other Costs USD/Milled tonne 5 USD/Gold oz. 41 

Direct Cash Costs (C1) USD/Milled tonne 71 USD/Gold oz. 641 
Capex USD/Milled tonne 5 USD/Gold oz. 45 

Production Costs (C2) USD/Milled tonne 76 USD/Gold oz. 685 
Royalties USD/Milled tonne 7 USD/Gold oz. 63 

Other Cash Costs USD/Milled tonne 13 USD/Gold oz. 116 
Fully Allocated Costs/ Notional Costs (C3) USD/Milled tonne 95 USD/Gold oz. 864 

NCE Margin % 31% % 31%
EBITDA* USD/Milled tonne 48 USD/Gold oz. 431 

EBITDA Margin % 34%   
Gold Recovered oz. 323,881   

Notes: 
1. * EBITDA excludes capital expenditure. 
2. Numbers may not add up due to rounding. 

Direct cash cost for Blanket is USD71/milled tonne that equates to USD641/oz., which is below the global 
cash cost of USD767/oz. The Blanket Mine has a fully-allocated cost of USD95/milled tonne that equates to 

USD864/oz. The capital schedule for the Blanket mining operations for the LoM is illustrated in the following 

figure. There is no initial or infrastructure capital for the Reserve LoM plan, only sustaining capital.  

Capital Schedule Based on Reserves 

 

The following table illustrates the Project NPV at various discount rates with a best-estimated value of 
USD66 million at a real discount rate of 8.36%.  
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Project Valuation Summary – Real Terms 
Item Unit Value 

Real NPV @ 0.00% USDm                                            87 
Real NPV @ 5.00% USDm                                            70 
Real NPV @ 8.36% USDm                                            66 
Real NPV @ 10.00% USDm                                            57 
Real NPV @ 15.00% USDm                                            47 

The following table illustrates the Project profitability ratios.  

Profitability Ratios 
Item Unit Profitability Ratios 

Total ounces in Reserve LoM plan oz. 346,397 
In Situ Mining Inventory Valuation USD/oz. 190 
Production LoM Years 8 
Present Value of Income Flow USDm 106 
Break Even Milled Grade  g/t 2.54 
Incentive Gold Price  USD/oz. 864 

The annual and cumulative cash flow forecast for the LoM is displayed in the following figure. 

Annual and Cumulative Cash Flow (Real Terms) 

 

For the DCF, the gold price and grade have the biggest impact on the sensitivity of the Project, followed by 

the operating cost. The Project is not sensitive to the sustaining capital. 
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Project Sensitivity (NPV8.36%) 

 

Item 1 (j) – QUALIFIED PERSON’S CONCLUSIONS AND RECOMMENDATIONS 
Conclusions 
Mineral Resources:- 

 The Mineral Resources and Reserves tabulated on the operation are not aligned with best practises 

and reporting formats. These spread sheets should be revised. 

 The manual mineral resource estimation methodology is deemed satisfactory, but a digital database 

would have advantages in terms of 3D visualisation and understanding the data. 

 The QA/QC practices are not up to standard and need to be revised and implemented. 

 The "deep" drilling and exploration drilling QA/QC needs to be improved. 

 Drilling for the depth extensions should be increased to increase the confidence of the resource for 

the deepening of the project.   

Mining:- 

 The Reserve LoM plan is based on the depletion of Mineral Resource blocks following a study of mine 

plans. 

 The developments required to access the mine’s Measured and Indicated Mineral Resources have been 

completed. 

 Historic production volumes have been on the increase since Jan 2012, moving closer to 35 ktpm. The 

mine plan will require production to maintain a slow but steady increase up to 40 ktpm in 2018. 

 Rock conditions are fairly competent and roof support is rarely required.  

Engineering and Infrastructure:- 

 Existing infrastructure at the Blanket Mine is sufficient to sustain the current production profile.  

Processing:- 

 The plant is well-maintained and equipped to crush and mill up to 40 kt per month. 

 The CIL circuit has adequate capacity to treat up to 120 kt of milled material per month. 

 The plant is adequately staffed considering that most of the plant is manually controlled. 

 Overall gold recoveries have been consistent on a monthly basis. 

 The high free gold recovery of approximately 50% contributes to the overall high gold recovery. 

 The incorporation of a central process control system can improve recoveries and reduce costs. 
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 Opportunities exist to reduce costs by optimising power measurement and reagent consumption. 

Market Evaluation:- 

 The Project investigated is financially feasible at an 8.36% real discount rate. 

 The best-estimated value of the Project was calculated at USD66 million.  

 The Blanket Mine has an NCE margin of 31% that is slightly higher when benchmarked against other 

mines. 

 The Project is most sensitive to gold price and grade. 

 Direct Cash cost for the Project is USD71/milled tonne that equates to USD641/oz., which is below 

the reported average global gold cash cost of USD767/oz.  

 Fully-allocated cost for the Project is USD95/milled tonne that equates to USD864/oz. 

Preliminary Economic Assessment Conclusions:- 

Minxcon was commissioned by GMS in November 2014 to complete a scoping level study on the Blanket Mine 

which comprises an initial extension from below 750 m Level to 1120 m Level, in the form of a Preliminary 
Economic Assessment (“PEA”). The PEA includes Inferred Mineral Resources that are considered too 

speculative geologically to have the economic considerations applied to them that would enable them to be 

categorised as mineral reserves, and there is no certainty that the preliminary economic assessment will be 
realized. The valuation does not include the current mine plan that is based on the Mineral Reserves and 
Resources above 750 m but only considers the expansion project below 750 m as a stand-alone project. The 

PEA thus reflects the Project economics on a stand-alone basis, and the economic analysis is based on an 

assumed requirement to raise money for the expansion capital expenditures, despite the fact that Caledonia 
would be able to fund those capital expenditures from cash flow from the existing mine operations. The 

best-estimated value of the PEA was calculated at USD65 million with at a real discount rate of 8.36%. The 

IRR was calculated at 42%. Substantial upside potential exists in that the resource planned in the PEA is 
small in comparison to the exploration targets that could be converted to resource below 750 m Level. 

Study Level: 

 The Mineral Resource confidence is concept level because the resources below 750 m Level are 

predominantly in the Inferred category. The following figure illustrates the red area included in the 
PEA Study:- 

Below 750 m Level - Blanket Mine 
  

  Blanket Project Area Split, Below 750 m (Red Portion) 
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 The PEA Study, design, schedule and OPEX estimation is better than concept level and is based on 

current actual performance. 

 The capital estimation was estimated at a very high level of confidence based on engineering designs, 
drawings and firm quotes and is at least at a definitive level of confidence.  

Mining Areas: 

 The PEA includes only the Inferred Mineral Resources from the Below 750 m Level area. 

Infrastructure: 

 The existing infrastructure at the Blanket mine will be utilised in parallel with new infrastructure 

which is specifically aimed at targeting the Below 750 m Level mining areas.  

 The extensions will entail the sinking of a new vertical shaft from surface as well as the completion 
of the No 6 Winze deepening project. 

Additional Capital: 

 Capital for the various key expansion project items amounts to USD43 million. 

Recoveries: 

 The historic metallurgical recoveries of 93.5% are not expected to change with the increased tonnes 

from the Blanket Mine. 

PEA Study: 

 The tonnage profile for the PEA is based on the replacement tonnages (Inferred Resources) to be 
mined through the existing shaft and the new central shaft situated in-between AR Main and AR South. 

 The average grade is expected to be 4.36 g/t. 

 The infrastructure extensions as defined in the PEA contain approximately 385 koz of gold in situ.  

 The PEA Study excludes the Exploration Target areas below AR Main, AR South, Lima and Eroica. The 
PEA project will provide access to these Exploration target areas and to future exploration areas 

below 1120 level that will potentially extend the LoM. 

Valuation: 

 The best-estimated value of the PEA was calculated at USD65 million at a real discount rate of 8.36%. 
The IRR was calculated at 42%  

 By using the Monte Carlo model for the PEA, the value range of the Blanket operation plots between 
USD44 million and USD84 million. 

 The PEA is most sensitive to gold price and grade. 

 The PEA has a break-even gold price of USD789/oz., including capital. 

 Direct Cash cost for the PEA is USD67/milled t that equates to USD513/oz., which is below the average 

global gold cash cost of USD767/oz.  

 Fully-allocated cost for the PEA is USD86/milled t that equates to USD789/oz.; noticeably lower than 

similar gold mining operations. 

 

Recommendations 

Mineral Resources:- 

 Minxcon recommends that the Mineral Resources are stated as inclusive of Mineral Reserves and that 

the Measured and Indicated Resources be declared separate from the Inferred Resources. 

 The manual data should be captured digitally to reduce human error and assist in the 3D visualisation 
of the Mineral Deposit and potentially find hidden ore resource blocks. 

 Geostatistical analysis of the data could possibly help to increase the mineral resources. 
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 Best practice QA/QC must be implemented on the operation, especially for the deep drilling and other 

exploration drilling as these sample points are single points and have greater influence than the day-

to-day evaluation samples. 

 Currently, the block evaluation does not correct for dip, which leads to under evaluation of the 
volume and content per resource block. 

 Short deflections must be drilled when drilling the "deep" drill holes and exploration drill holes to 

understand variability and improve the confidence of the intersections for the Indicated and Inferred 

Resources. 

 Long inclined boreholes (“LIB”) or directional drilling should be investigated as an option to drill more 
and deeper intersections in the "pay shoots" without increasing the cross-cut development. This could 

help convert the Inferred mineral resource to an Indicated mineral resource. 

Mining:- 

 To assist in the LoM plan audit, a LoM design must be completed using one of the available software 

packages. This will be illustrated in the mining sequence and development. 

Processing:- 

 The incorporation of additional process control systems should be pursued to improve gold recoveries 

and reduce costs. 

 Metering of power consumption to the main process units should be installed so that power utilisation 

can be controlled; this will lower operating costs. 

 The mill feed bin should be upgraded in size to increase the retention time to allow the crushers to 

operate during the day only. 

 Reagent consumption (cyanide, and carbon) should be optimised further. 

 It is recommended that laboratory costs be captured centrally and allocated to the mining, geology 
and metallurgical department on a cost per sample basis. 

PEA Recommendations 

Exploration 

 To fully de-risk the PEA expansion project, it is recommended to do exploration drilling as illustrated 
in the figure below, to increase the level of confidence of the Mineral Resources to Indicated. 

  

 

  Below 750 m Area
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Mineral Resources: 

 Best practice QA/QC must be implemented on the operation, especially for deep drilling and other 
exploration drilling as these sample points are single points and have greater influence than the day-
to-day evaluation samples. 

 Short deflections must be drilled when drilling the "deep" drill holes and exploration drill holes to 
understand variability and improve the confidence of the intersections for the Indicated and Inferred 
resources. 

 Long inclined boreholes or directional drilling should be investigated as an option to drill more and 
deeper intersections in the "pay shoots" without increasing the cross-cut development. This could help 
to convert the Inferred Mineral Resources to Indicated Mineral Resources. 

Processing: 

 The incorporation of additional process control systems should be pursued to improve gold recoveries 

and reduce costs. 

 Metering of power consumptions to the main process units should be installed so that plant power 

utilisation can be controlled. 

 Although the Gemini tables operate effectively at the moment, installation of Acacia reactors should 

be considered for upgrading of Knelson concentrates. 
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ITEM 2 – INTRODUCTION 

Item 2 (a) – ISSUER RECEIVING THE REPORT 
Minxcon (Pty) Ltd (“Minxcon”) was commissioned by Greenstone Management Services (Pty) Limited (“GMS” 

or “the client”) to compile an NI 43-101 technical report on behalf of Blanket Mine (1983) (Private) Limited 
(“Blanket Mine”) for its 49% shareholder, Caledonia Mining Corporation (“Caledonia”), a Canadian-registered 

company which is listed on the Toronto Stock Exchange (“TSX – CAL”) and on the AIM Market of the London 

Stock Exchange (“LSE − CMCL”) and also traded in the United States of America on the OTCQX. GMS is a 
subsidiary of Caledonia that employs the South African-based management that receives a management fee 

from Blanket. Blanket Mine is incorporated in Zimbabwe and is the owner and operator of the Blanket Mine.  

Item 2 (b) – TERMS OF REFERENCE AND PURPOSE OF THE REPORT 
Minxcon was commissioned by the Client to compile an NI 43-101 technical report for the Blanket Mine. This 
technical report was compiled in compliance with the specifications embodied in the Standards of Disclosure 
for Mineral Projects as set out by the Canadian Code for reporting of Resources and Reserves - National 

Instrument 43-101 (Standards of Disclosure for Mineral Projects), Form 43-101F1 and the Companion Policy 

Document 43-101CP (“NI 43-101”). All monetary figures in this Report are expressed in USD, unless stated 
otherwise. 

Minxcon carried out the following scope of work for the Technical Report:- 

 The Caledonia offices in Johannesburg were visited to collect information pertaining to the financial, 

legal and environmental aspects of the Project. 

 Various technical and environmental reports prepared by various independent consultants were 

studied. 

 Geological data and Mineral Resources were reviewed. 

 The Reserve LoM plan, Mineral Reserves and processing methodology were reviewed. 

 A Discounted Cash Flow (“DCF”) analysis was completed. 

Item 2 (c) – SOURCES OF INFORMATION AND DATA CONTAINED IN THE REPORT 
The following sources of information were used to compile this Report:- 

 Technical reports and technical information from the Blanket Mine. 

 Historical Technical Reports, press releases and other public documents posted on SEDAR. 

 Market research information from various websites, literature and other published articles. 

 Personal Communication with the COO of Caledonia, Mr. Dana Roets. 

 Personal Communication with the Vice President, Exploration of Caledonia, Dr. Trevor Pearton. 

For further details on references, please refer to Item 27. 

Item 2 (d) – QUALIFIED PERSONS’ PERSONAL INSPECTION OF THE PROPERTY 
A site visit of Blanket Mine was conducted from 22 to 24 October 2014 by Mr Dario Clemente ((Director, 

Minxcon) NHD (Ext. Met.), GCC, BLDP (WBS), (FSAIMM), Mr Uwe Engelmann (Director, Minxcon): B.Sc 
(Zoology & Botany), B.Sc (Geol.), B.Sc Hons. (Geol.), GSSA, Pr. Sci. Nat. Reg. No. 400058/08, and Mr Daniel 

van Heerden ((Director) BSc (Min. Eng.), MComm (Bus. Admin.), ECSA Reg. No.20050318, FSAIMM Reg. 

No.37309.4), each of whom is a Qualified Person (as that term is defined in NI 43-101) for this Report. During 
this visit, time was spent at the mine, the treatment plant, the waste dumps, and the sample assay 

laboratory and data management section.  
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Item 2 (e) – FORWARD-LOOKING STATEMENT 
Certain statements in this Report, other than statements of historical fact, contain forward-looking 

statements regarding the Blanket Mine, economic performance or financial condition, including, without 
limitation, those concerning the economic outlook for the mining and gold industry, expectations regarding 
gold prices, production, cash costs and other operating results, growth prospects and the outlook of 

operations, including the completion and commencement of commercial operations of specific production 

projects, its liquidity and capital resources and expenditure, and the outcome and consequences of any 

pending litigation or enforcement proceedings. 

Although Minxcon believes that the expectations reflected in such forward-looking statements are 

reasonable, no assurance can be given that such expectations will prove to be correct. Accordingly, results 
may differ materially from those set out in the forward-looking statements as a result of, among other 
factors, changes in economic and market conditions, changes in the regulatory environment and other State 

actions, success of business and operating initiatives, fluctuations in commodity prices and business and 

operational risk management.  
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ITEM 3 – RELIANCE ON OTHER EXPERTS 

Minxcon accepted the information supplied by Caledonia as valid and complete. The information applies, 

but is not limited to, the drill hole information, Environmental Management Plans (“EMPs”) and licenses. 

Minxcon scrutinised this information, together with other sources of information (such as Public Reports by 
the MSA Group and Caledonia, and information provided by Mr Dana Roets), and found it fit for use in the 

estimation of the Gold Mineral Resources and Gold Mineral Reserves (that were used in the economic 

evaluation of the mine). The reliance on Knight Piesold, Paramark and Black Crystal for the mine closure 
cost estimate and closure plan, as described in item 20(e). Minxcon did not seek an independent legal 

opinion on the shareholding, effective rights and obligations of Blanket Ltd. and relied on existing available 

information. 
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ITEM 4 - PROPERTY DESCRIPTION AND LOCATION 

Item 4 (a) – AREA OF THE PROPERTY 
The Blanket Mine covers the operating claims of Jethro, Blanket Section, Feudal, Harvard, Mbudzane Rock, 

OQUEIL, Sabiwa, Sheet, Eroica and Lima, comprising a total area of approximately 2,540 ha, as documented 
by Applied Geology Services (“AGS”) in their NI 43-101 Technical Report dated July 2006. 

Item 4 (b) – LOCATION OF THE PROPERTY 
The Blanket Mine is located in the southwest of Zimbabwe, approximately 15 km northwest of Gwanda, the 

provincial capital of Matabeleland South. Gwanda is located 150 km southeast of Bulawayo, the country's 
second largest city, 196 km northwest of the Beit Bridge Border post with South Africa, and 560 km from 

Harare, Zimbabwe's capital city. Access to the mine is by an all-weather tarred road from Gwanda, which is 

linked to the Beit Bridge to Bulawayo, Harare by a national highway. 

Figure 1: General Location of Blanket Mine 
 

 

 Location of the Blanket Mine

The general geographic coordinates of Blanket Mine are Latitude 20°52' S and Longitude 28°54' E. 

Coordinates for individual claims are presented in Appendix 2, Appendix 3 and Appendix 4. The area is 
covered by topographic sheet number 2028D4.  

Item 4 (c) – MINERAL DEPOSIT TENURE 
Blanket Operating Claims 

The Blanket Mine's exploration interests in Zimbabwe include operating claims (i.e. on-mine), non-operating 
claims and a portfolio of brownfields exploration projects ("satellite projects"). The Blanket Mine operates 

under a Special Licence (No. 5030) which was issued under the Mines and Minerals Act of 1961 (Chapter 

21:05). The mine’s claims are protected under this Act. 
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Blanket Mine covers the operating claims of Jethro, Blanket Section, Feudal, Harvard, Mbudzane Rock, 
OQUEIL, Sabiwa, Sheet, Eroica and Lima, comprising a total area of approximately 2,540 ha. Claims not 

covered by the Mining Lease application were reported not to form part of the production area at the time.  

The registration numbers, area, number of claims and number of blocks of 2,884 operating claims (some are 
producing claims, others are exploration claims) belonging to the Blanket Mine were supplied to Minxcon by 

Caledonia and are listed in Appendix 2. The mine boundary in the figure is indicated as supplied by the 
Caledonia office in Johannesburg. 
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Figure 2: Location of Blanket Mineral Rights 
 

 

 Blanket Mine Boundary 



Technical Report on the Blanket Mine, Gwanda Area, Zimbabwe           21 

Prepared by Minxcon (Pty) Ltd 

 

Blanket Non-Operating Claims and Exploration Claims 
Blanket Mine provided two separate lists of non-operating claims at the Blanket Mine and satellite 

exploration claims. The names of each claim, as well as registration numbers and type of minerals were 

provided to Minxcon (Appendix 3 and Appendix 4).  

Item 4 (d) – ISSUER’S TITLE TO/INTEREST IN THE PROPERTY 
The Indigenisation and Economic Empowerment Act ("The Act"), which was enacted in 2007, requires that 

51% of the equity of all commercial enterprises in Zimbabwe must be owned by indigenous Zimbabweans. 

On February 20, 2012 Caledonia announced it had signed a Memorandum of Understanding ("MoU") with the 
Minister of Youth, Development, Indigenisation and Empowerment of the Government of Zimbabwe pursuant 

to which 51% of Blanket would be sold for a paid transactional value of USD30.09 million. The various 

transactions were implemented with effect from September 5, 2012 on the following bases:- 

 16% was sold to the National Indigenisation and Economic Empowerment Fund; 

 10% was sold to a Management and Employee Trust for the benefit of the present and future managers 

and employees of Blanket Mine; 

 15% was sold to identified indigenous Zimbabweans; and 

 10% was donated to the Gwanda Community Share Ownership Trust. Blanket also made a non-
refundable donation of USD1 million to the Trust as soon as it was established and paid advance 

dividends of USD4 million before the end of April 2013. 

Figure 3: Blanket Mine Ownership Structure 
 

 

 Ownership Structure

The Trust will receive no further dividends from Blanket until the advance dividends have been repaid by 

the offset of future dividends arising from the Blanket shares that are owned by the Trust. Caledonia 

facilitated the vendor funding of these transactions: i.e. indigenous Zimbabweans who purchased their 
interest in Blanket will repay their outstanding facilitation loan by sacrificing 80% of their future entitlement 

to Blanket dividends. Outstanding balances on the facilitation loans attract interest at London Interbank 

Offered Rate (“LIBOR”) plus 10%. In October 2014, the Blanket board approved the suspension of dividend 
payments by Blanket Mine so that cash generated by Blanket Mine could be used to fund the revised 

investment plan.  It is anticipated that Blanket Mine will resume dividend payments in early 2016. During 
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the period from October 2014 until the resumption of dividend distributions by Blanket Mine, the Blanket 
Board there will be a moratorium on the accumulation of interest on the facilitation loans. Following the 

implementation of Indigenisation, Caledonia received the Certificate of Compliance from the Government 

of Zimbabwe which confirms that Blanket is fully compliant with the Indigenisation and Economic 
Empowerment Act. 

As an indigenised entity, Blanket can now develop and implement its long-term growth strategy. The 
recently re-constituted Blanket board, which includes representatives of the indigenous Zimbabwean 

shareholders, approved a capital investment programme for 2013 and a 4-year growth strategy for 2014 to 
2017. This investment programme was endorsed by the Caledonia Board, is estimated at USD66 million, will 

be funded from Blanket's internally generated cash, and is expected to result in progressive increases in 

gold production. 

Item 4 (e) – ROYALTIES AND PAYMENTS 
Mining royalties are charged in terms of the Mines and Minerals Act (Chapter 21:05). The royalties are 

collectable from all the minerals or mineral-bearing products obtained from any mining location and 

disposed by a miner or on his behalf. The royalties are chargeable whether the disposal is made within or 
outside Zimbabwe. 

Zimbabwean gold production has declined by 26% in the first-half of 2014, largely due to the effect of the 

lower gold price which has rendered a number of high-cost Zimbabwean gold producers unprofitable. A 
decision was made by the Government of Zimbabwe in its 2014 Mid-Year Fiscal Policy Review Statement to 

reduce the royalty on Zimbabwean gold producers from 7% to 5%, effective 1 October 2014. The royalty of 

5% is, however, not tax deductible and the tax rate is applied on the earnings before royalty deductions. 

The property does not appear to be subject to any royalties (other than the legislated royalty of 5% of sales 
value currently being paid to the Government), back-in rights, payments or other agreements and 

encumbrances. Ore mined from underground carries no third-party royalties. These are covered by payment 

of the annual claims protection fees to the Ministry of Mines. 

Item 4 (f) – ENVIRONMENTAL LIABILITIES 
See Item 20 (e). 

Item 4 (g) – PERMITS TO CONDUCT WORK 
See Item 20 (c). 

Item 4 (h) – OTHER SIGNIFICANT FACTORS AND RISKS 
There is no reason to believe that there are any factors or risks that may affect the title or the ability to 
perform work on the property.  
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ITEM 5 – ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE 

AND PHYSIOGRAPHY 

Item 5 (a) – TOPOGRAPHY, ELEVATION AND VEGETATION 
The area around the Blanket Mine is hilly and lies at an altitude of about 1,000 m to 1,300 m above mean 

sea level (“amsl”). Drainage is to the northeast, into the Mchabezi River on which the Sheet dam and the 
Blanket dam are located (some 5 km to the east of the mine).  

The indigenous vegetation is dominated by savannah with Marula (Sclerocarya birrea), a variety of 

Combretum species, Terminalia sericea, Mopane groves and patches of grassland. Around the mine and local 

settlements vegetation has been cut down and invaded by secondary thorny scrub dominated by 
Dichrostachys cinerea. Agriculture is limited to subsistence farming of maize and vegetables. 

Item 5 (b) – ACCESS TO THE PROPERTY 
Access to the Blanket Mine is by an all-weather single lane tarred road from Gwanda. Gwanda is linked by 

national highways to Bulawayo, Harare and the Beit Bridge Border post. Earlier, Zimbabwe had good road 
infrastructure. However, lack of investment over the past ten to fifteen years resulted in its deterioration; 

substantial investment is required country-wide. The railway line connecting the Zimbabwean national 
network to South Africa passes through Gwanda. An airstrip for light aircraft is located 5 km to the northwest 
of the town. 

Item 5 (c) – PROXIMITY TO POPULATION CENTRES AND NATURE OF TRANSPORT 
The Gwanda district hosts the provincial capital of Matabeleland, South Province, and the District 

Administrator’s and Rural District Council offices are located 126 km south of Bulawayo and 195 km from 
Beit Bridge along the Bulawayo Beit Bridge highway. Gold mining, cement production, livestock production, 

game ranching and tourism are the major economic activities in the district. Labourers for Blanket Mine are 

accommodated with their families in a mine village about 1 km from the mine. 

The district has 24 wards in which business centres, irrigation schemes, dams, wells, boreholes, clinics, 
schools, farms and mines are located. There is a fairly good road network linking the various wards internally 

and externally with the rest of the country. The district is serviced by telecommunication services offered 

by TelOne, and Telecel, NetOne and Econet whose cellular phone network covers nearly 50% of the district. 

The district covers 31 km2 and has an estimated population of 162,622. Of the total number of people 

employed, the highest proportion (64%) is engaged in agriculture and related occupations followed by 

services (11%). The population in the district is mostly rural. 

The main natural water sources include the Tuli River, with its main tributaries (in the east bank running in 
a north-south direction) being the Mnyabetsi River in the Dibilashaba Communal Area, the Sengezane River 

in the Garanyemba Communal Area, and the Ntswangu and Pelele Rivers in the Gwanda Bolamba Communal 

Area. 

Item 5 (d) – CLIMATE AND LENGTH OF OPERATING SEASON 
Temperatures are as high as 40ºC during summer months and average 13ºC during winter. The climatic 

conditions make the area vulnerable to meteorological hazards such as droughts, floods, gusty winds, as 
well as lightening during the wet and hot season. 
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Figure 4: Gwanda Average Temperatures 
 

 

 Gwanda Average Temperatures

The entire district lies within Natural Region IV and V, which experience a short, variable rainfall seasons 

(averaging generally below 400 mm per year), and long, dry winter periods. Rainfall is usually associated 
with thunderstorms, producing rainfall of short duration and high intensity. The rainfall, in general, is less 
than half of the potential evaporation which has necessitated irrigation development and, more recently, 

infield rainwater harvesting in some wards to improve crop production which complements animal husbandry 

as well as reclaims open access areas such as grazing lands and induce underground water recharge as part 
of improving the environment. The mine is able to operate year-round. 

Figure 5: Gwanda Average Monthly Precipitation 
 

 

 Gwanda Average Precipitation
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Item 5 (e) – INFRASTRUCTURE 
Mine infrastructure comprises underground workings with head gear and hoist facilities, a process plant, 

workshops and a tailings dam. Stores, workshops and offices, as well as an assay laboratory, are located 
adjacent to the mine shafts. There is an adequate surface area for further expansion. The general location 
and surrounding infrastructure is indicated in Figure 6. 

Figure 6: General Location and Infrastructure 
 

 

 General Location and Infrastructure

The two-compartment tailings dam, which is located to the east of the mine, is operated by Frazer Alexander 
Zimbabwe. Based on the throughput rate at that time (3,800 tpd), the tailings dam had a remaining capacity 

of 9.5 Mt. Since then the mine has slimed 6.0 Mt, leaving a capacity of 3.5 Mt as at January 2011. Since the 

mine no longer treats old slimes, the planned daily throughput has fallen to 1,000 tpd which equates to a 
life of approximately 14 years. At a production rate of 1,000 tpd, the rate of rise (“RoR”) is 0.54 m per year 

based on the final design area of 28 ha, which is well below the legal maximum of 2 m per year. 

Makeup process water and water for the mine village are derived from the Blanket dam which has a capacity 

of 15 Mm3. In addition, the mine has several boreholes to provide water during periods of drought (AGS, 
2006). The Zimbabwe National Water Authority (“ZINWA”) holds all water rights in Zimbabwe. Blanket 

purchases process and domestic water from ZINWA. This is supplemented with underground and borehole 

water. No problems have been recorded with water supply. 

Two power lines (of 11 kVA and 33 kVA respectively) connect the mine to the national grid operated by the 
Zimbabwe Electricity Supply Authority (“ZESA”). Owing to frequent interruptions to the power supply the 

Blanket Mine has installed its own 10 MVA generator consisting of 4 diesel units. The mine is now self-

sufficient and able to continue its mining and processing operations during disruptions to the grid supply.
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ITEM 6 – HISTORY 

Item 6 (a) – PRIOR OWNERSHIP AND OWNERSHIP CHANGES 
The Blanket Mine is part of the Sabiwa group of mines within the Gwanda Greenstone Belt from which gold 

was first extracted in the 19th century. The Blanket Mine is a cluster of mines extending some 3 km from 
Jethro in the south through Blanket itself, Feudal, AR South, AR Main, Sheet, and Eroica, to Lima in the 

north. Blanket Mine has produced over a million ounces of gold during its lifetime. 

Following sporadic artisanal working, the Blanket Mine was acquired in 1904 by the Matabele Reefs and 
Estate Company. Mining and metallurgical operations commenced in 1906 and between then and 1911, 
128,000 t were mined. From 1912 to 1916 mining was conducted by the Forbes Rhodesia Syndicate who 

achieved 23,000 t. There are no reliable records of mining for the period between 1917 and 1941 and it is 

possible that operations were adversely affected by political instability during World Wars I and II. In 1941 
F.D.A. Payne produced some 214,000 t before selling the property to Falconbridge in 1964 (Blanket Mine, 

2009). Under Falconbridge, production increased to 45 kg per month and the property yielded some 4 Mt of 

ore up until September 1993. Kinross Gold Corporation (“Kinross”) then took over the property and 
constructed a larger Carbon-in-Leach (“CIL”) plant with a capacity of 3,800 tpd. This was designed to treat 

both run of mine (“RoM”) ore and an old tailings dump. 

The Blanket Mine is currently 49% owned and operated by Caledonia Mining Corporation who completed 

purchase of the mine from Kinross on 1 April 2006 (www.caledoniamining.com). The Blanket mine re-started 
production in April 2009 after a temporary shut-down due to the economic difficulties in Zimbabwe. In late 

2010, Blanket Mine successfully completed an expansion project which increased production capacity from 

24,000 ounces of gold per annum to 40,000 ounces of gold per annum. 

Item 6 (b) – HISTORICAL EXPLORATION AND DEVELOPMENT 
Exploration was conducted between 1997 and 2006 around the GG and Mascot areas with follow-up 

exploration drilling in 2013 around these same areas. Currently, there are two exploration shafts being 

developed at these two sites. 

Item 6 (c) – HISTORICAL MINERAL RESOURCE ESTIMATES 
There are no historical estimates which are currently considered to be relevant. 

Item 6 (d) – HISTORICAL MINERAL RESERVE ESTIMATES 
There are no historical estimates which are currently considered to be relevant. 

Item 6 (e) – HISTORICAL PRODUCTION 
First recorded production started in 1906. The production history for Blanket over the past 107 years are 
illustrated in Figure 7. 
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Figure 7: Historical Production Statistics 
 

 

 Blanket Mine Historical Production Statistics (1906 to 2013) 

 

Blanket’s recent actual production per month up to September 2014 is illustrated in Figure 8. 

Figure 8: Blanket Historical Production 
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ITEM 7 – GEOLOGICAL SETTING AND MINERALISATION 

Item 7 (a) - REGIONAL GEOLOGY 
Zimbabwe’s known gold mineralisation occurs in host rocks of the Zimbabwe Craton. The Zimbabwean craton 

is made up of Archaean rocks. The geology of the Craton is characterised by deformed and metamorphosed 
rocks which include high-grade metamorphic rocks, gneisses, older granitoids, greenstone belts, intrusive 

complexes, younger granites and the Great Dyke, which make up the geology of the Zimbabwe Craton (Figure 

9).  

Figure 9: Zimbabwe Craton 
 

 

 The Zimbabwe Craton Relative to Other Cratons

Source: http://jgs.lyellcollection.org 

The Chingezi gneiss, Mashaba tonalite and Shabani gneiss form part of a variety of tonalities and gneisses of 
varying ages. Three major sequences of slightly younger gold-bearing greenstone belts supracrustal rocks 

exist. These are:- 

 Older greenstones called the Sebakwian Group, which are mostly metamorphosed to amphibolite 

facies. They comprise komatiitic and basaltic volcanic rocks, some BIF, as well as clastic sediments.  

 The Lower Bulawayan Group, which comprises basalts, high-Mg basalts, felsic volcanic rocks and 
mixed chemical and clastic sediments. The Lower Bulawayan Group forms the Belingwe (Mberengwa) 

greenstones. 

 The Upper Bulawayan (upper greenstones) and Shamvaian groups, which comprise a succession of 

sedimentary and komatiitic to tholeiitic to calc-alkaline rocks.  

The following three metamorphic belts surround the Zimbabwe Craton:- 

 The Archaean Limpopo Mobile Belt, which trends east-northeast and separates the Zimbabwe Craton 
from the Kaapvaal Craton to the south. High-grade metamorphic and igneous rocks, which include 
amphibolites, gneisses and granulites, characterise the Limpopo Mobile Belt.  
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 The Magondi Mobile Belt on the north-western margin of the Craton, which formed as a result of 

deformation and metamorphism of the Palaeoproterozoic Magondi Supergroup. The Dewaras Group 

(volcano-sedimentary deposits), the Lomagundi Group (sedimentary deposits) and the Piriwiri Group 
(sedimentary deposits) form the Magondi Supergroup. 

 The Zambezi Mobile Belt (comprising Neoproterozoic to Cambrian rocks) to the north and northeast 

of the Zimbabwe Craton, consisting of high grade and intensely deformed metasediments with 

intercalated basement gneisses. 

Karoo Supergroup sediments and volcanic rocks of Permian-Triassic-Jurassic age, Cretaceous post-Karoo 
sediments, and Tertiary to Recent Kalahari sands overlie the Craton in the north, west, south and southeast 

of Zimbabwe. 

Item 7 (b) - LOCAL GEOLOGY 
The Blanket Mine is situated on the north-western limb of the Archaean Gwanda Greenstone Belt, along 
strike from several other gold deposits. It is one of the few remaining producing gold mines out of the 

approximately 268 mines that were once operational in this greenstone belt. The Gwanda Greenstone Belt 

(Figure 10) is located in south-western Zimbabwe. It is approximately 70 km in length (west to east) and 15 
km wide (north to south). The belt is typical of greenstone belts of the Zimbabwe Craton consisting of mafic 

to felsic volcanics with intercalated sedimentary units.  

Figure 10: Regional Geology of the Gwanda Greenstone Belt 
 

 

 Regional Geology of the Gwanda Greenstone Belt

Repeated strong deformation affected all lithologies. Structurally, the Gwanda belt is dominated by a major 

periclinal synform, plunging approximately 60° to the northwest in the western half of the belt. It is flanked 
on both sides by two major deformation zones: the North West Gwanda Deformation Zone (“NWGDZ”) on 
the north-western limb and the South Gwanda Deformation Zone (“SGDZ”) along the southern limb. The 

SDGZ forms part of a regional structure bounding the southern margin of the belt. In the convergence zone 

of the NWGDZ and the SGDZ, the Colleen Bawn Deformation Zone (“CBDZ”) splays off the SGDZ eastwards, 
following the north-eastern arm of the belt (Campbell and Pitfield, 1994).  
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The NWGDZ is approximately 2 km wide by 18 km long with a general northwest to north-northwest trend, 

from the town of Gwanda to the north-western extremity of the belt (Campbell and Pitfield, 1994). Four 
phases of deformation have been defined by Fuchter (1990). Repetition of lithological units, particularly in 

the north-western arm of the greenstone belt, is interpreted as evidence of D1 thrusting. Wide zones of 

intense schistose deformation, considered to be associated with the gold mineralisation, are the product of 
the D2 event. The D1 thrust phase has a coincident trend and may be an early part of the D2 event.  

The large fold structures of the D3 deformation event dominate the eastern and western ends of the 

greenstone belt and are easily identified on geological maps and in aerial imagery. The mineralisation at 

the Blanket Mine and Vubachikwe lies on the northern limb of the large western fold (the North West 
Mineralised Camp). The final D4 deformation event produced major lineaments which dominate the southern 

margin of the greenstone belt (Fuchter, 1990). According to the 2006 AGS report, “[t]he grade of 

metamorphism at Gwanda, which reaches upper greenschist to amphibolite facies, is higher than in the 
typical Zimbabwean greenstone belts, possibly due to the close proximity of the Gwanda belt to the Limpopo 

Mobile Belt” (AGS, 2006). 

Item 7 (c) - PROJECT GEOLOGY 
At and near the Blanket Mine, the lithologies comprise felsic schists of either sedimentary or igneous origin, 
overlain by mafic to ultramafic rocks containing layers of BIF, in turn overlain by a thick sequence of mafic 

rocks (AGS, 2006). The generalised stratigraphic column for the area is shown in Figure 11. The mafic unit 

which hosts the gold mineralisation is mostly a metabasalt with some remnants of pillow basalts. Regionally, 
the rock is a fine-grained massive amphibolite with localised shear planes. The entire sequence is cut by a 

regional dolerite sill from the south, through the Blanket Mine, to the Smiler deposit which lies 

approximately 3 km north of the Blanket Mine (Figure 12). Mineralisation at Vubachikwe is hosted in BIF 
interlayers. The mineralisation at the Blanket Mine is located in the overlying mafic unit.  

Figure 11: Stratigraphic Column of the Blanket Mine Area 
 

 

 Stratigraphy of Blanket Mine
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Figure 12: Local Geology of Blanket Mine 
 

 

 Lithology of Blanket Mine Area

The longitudinal section running through the Blanket Mine from Lima in the north to Jethro in the south is 
illustrated in Figure 13. This section shows the steep to vertical nature of the Mineral Deposits with their 

depth extension. These Mineral Deposits are areas of mineralisation within the various shears and zones of 

alteration. The Mineral Deposits of the Blanket mine are listed and described in the following. 

Figure 13: Blanket Mine Longitudinal Section Showing Production Areas 
 

 Blanket Mine Longitudinal Section Showing Production Areas 
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Item 7 (d) - BLANKET MINE MINERAL DEPOSITS 
Jethro Mineral Deposit  

The Jethro Mineral Deposit strikes north−south and dips near vertical in a westerly direction. It tends to roll 

over locally. 

Blanket Section  

The Blanket Section is located approximately 400 m to the north of the Jethro Mineral Deposit. Blanket 
Mineral Deposits 1 and 4 are parallel. They occupy north−south trending shear segments whereas Mineral 
Deposits 2 and 5, which are also parallel, strike northwest−southeast. Mineral Deposit 3 is cylindrical and 

lies in a shear segment parallel to the 2 and 5 Mineral Deposits. On average, the Mineral Deposits dip 80° 

southwest. On surface, the Blanket Quartz Reef lies in the footwall of the disseminated sulphide 

replacement type Mineral Deposits. The reef has a shallower dip than the disseminated sulphide 
replacement bodies, but plunges in the same direction so that it progressively advances towards them with 

depth, displacing Mineral Deposits 2, 3, 1, 4 (MSA, June 2011). Mineral Deposit 2 reappears on the footwall 

of the Blanket Quartz reef and is established on the 630 mL through to the 730 mL. 

AR Mineral Deposits  

AR lies approximately 500 m to the north of the Blanket Mineral Deposits. It is a “Z”-shaped mineralised 
zone and consists of two separate Mineral Deposits that generally reach up to 30 m wide as a result of 
tectonic thickening from faulting and folding. The AR Mineral Deposits were first discovered in the late 

1980s by exploration drilling from the 9 Level haulage. Lateral diamond drill holes (250 m long) were drilled 

either side of the haulage every 50 m. The body has no known surface expression and appears to form a 

peak under the regional dolerite sill just above 9 Level some 500 m north of the Blanket Mineral Deposits. 
From this point the body splits into two ore shoots: the AR Main and the AR South, plunging west at 55º and 

south-west at 58 º respectively (MSA, June 2011). 

AR Main  
The AR Main is a DSR-type Mineral Deposit occurring within a broad shear envelope in pillowed metabasalts. 

The envelope is generally irregular in plan and is bounded by shears which assist in defining the limits of 

the mineralisation. At the lowest level of development on 750 m Level, a shear disrupts the bodies causing 
the plunge to flatten to the west. The Mineral Deposit strike is between 40 m and 60 m with an average 

width of 30 m at the centre of the envelope.  

The ore is a silicified amphibolite consisting predominantly of quartz with minor carbonate and chlorite 
minerals. Gold mineralisation is associated with arsenopyrite and to a much lesser extent pyrrhotite and 
pyrite. Finely-disseminated arsenopyrite occurs within the Mineral Deposit which form the high grade areas. 

Sulphide minerals seldom amount to more than 5% of the rock by volume. The Mineral Deposit is massive 

and is exploited using the long-hole open stoping method. It currently contributes 30% of the Blanket mine 
production.  

AR South  

The AR South Mineral Deposit plunges southwest, trending towards the Blanket No 2 Mineral Deposit at 
depth. AR South is also developed within a broad shear zone and is more pipe-like than the main body. Its 
maximum thickness is approximately 50 m. High grade sections of this body are defined by siliceous 

arsenopyrite. 

Eroica 
The main Blanket underground workings are connected to Lima by a 2 km long haulage which follows the 

strike of the main fabric. It thus offered an opportunity to probe for lateral Mineral Deposits on either side 

which led to the discovery of the Eroica shoot. The Eroica Mineral Deposit lies approximately 1,300 m north 
of the main Blanket Mineral Deposits. It dips at 65° to the west and has a strike length of 300 m in a northerly 
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direction. The Eroica Mineral Deposit is hosted in a high-strain area where the shear is up to 15 m wide. 

Brown carbonate alteration characterises the shear in strong association with biotite development. The 

Mineral Deposit is defined by thin silicified stringers that develop into swells of up to 5 m in width. The 
silicification shows pinch and swell both on strike and down-dip, resulting in a series of dismembered 

silicified pods developed within a particular shear. The biotite and carbonate alteration, together with the 

silicified stringers, form marker links between the dismembered pods. Finely-disseminated arsenopyrite, 
pyrite and pyrrhotite are associated with the gold mineralisation. The shoot is renowned for its high native 

gold content. 

Lima 

The Lima section is situated 2 km north of the Blanket Mineral Deposits. The two mines are linked by an 
underground haulage. Like the Blanket Mineral Deposits, the Lima Mineral Deposits developed in very high-

strain areas. The main shoots are the Hanging wall and Interlimb. In the Hanging wall limb mineralisation 
exists in the form of pyrite with subordinate arsenopyrite in cleavage planes within the pervasive 
biotite/chlorite alteration. The Interlimb is characterised by a centrally silicified core with pyrite and 

arsenopyrite constituting the main sulphides. The mine was initially established as a stand-alone operation 

after an exploration programme followed up on an intensive soil sampling exercise which indicated the 
presence of a major gold anomaly (MSA, 2011).   
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ITEM 8 – DEPOSIT TYPES 

In greenstone belts, gold mineralisation occurs mainly as vein type or shear zone hosted disseminations. 

Most of the larger deposits are found within the greenstone belts or their contacts with the granitoids. All 
mineralisation is hydrothermally emplaced and associated with the regionally developed D2 deformation 

characterised (at the Blanket Mine) by areas of high strain wrapping around relatively undeformed remnants 

of the original basaltic flows. It is within the more ductile tensional high strain areas that the wider of the 
Mineral Deposits are located.  

These orogenic gold deposits (also referred to as mesothermal, greenstone, shear zone related or lode gold 

deposits) are commonly associated with late syntectonic intermediate to felsic magmatism. Vein systems 

occur as a system of echelon veins on all scales. Tabular veins occur within less competent lithologies while 
veinlets and stringers forming stock works occur in more competent lithologies. Vein systems are often 

spatially associated with contacts between lithologies displaying competency contrasts. Lower-grade bulk 

tonnage styles of mineralisation may develop in areas marginal to veins with gold associated with 
disseminated sulphides in the host rock. Two broad groups of deposits based on precious metal composition 

were recognised by Roberts (1996):-  

 Silver (Ag) rich deposits, in which the concentration of silver exceeds that of gold. 

 Gold (Au) rich deposits, in which the concentration of gold exceeds that of silver. The gold and silver 

concentrations of both types are at the ppm level.  

The gold-rich group of deposits may be subdivided into two styles of mineralisation, namely quartz-
carbonate vein-hosted and disseminated sulphide replacement type mineralisation. At Blanket Mine silver 

has been reported up to 10% of precious metals (AGS, 2006), so that the gold-rich model may be applied. 

Two main types of mineralisation are recognised at Blanket mine, namely disseminated sulphide 
replacement reefs (“DSR”) and quartz-filled reefs and shears. 

Item 8 (a) - DISSEMINATED SULPHIDE REPLACEMENT REEFS 
DSRs host the best grades and comprise the bulk of the ore shoots. These zones have a silicified core with 

finely-disseminated arsenopyrite. Relatively high grades are found in a package of silicified biotite chlorite 
schist with irregular quartz stringers and disseminated and stringer arsenopyrite in the fabric planes. Due 

to lesser silicification, abundant biotite characterise the margins of these mineralised zones and as a result 

they have a lower gold content. Disseminated sulphide-replacement Mineral Deposits range up to 50 m in 
width with a strike of between 60 m and 90 m. Free-milling gold constitutes up to 50% of the total metal 

content with the remainder locked in the arsenopyrite. The ore is not refractory despite its association with 

arsenopyrite. Generally, plant recoveries in excess of 90% are achieved. 

Item 8 (b) - QUARTZ-FILLED REEFS AND SHEARS 
The second type of mineralisation is the quartz-filled reefs and shears. Two quartz shears are mined at the 

Blanket Mine: the Blanket Quartz Reef and the Eroica Reef. These reefs have long strikes, however, they 

are not uniformly mineralised. Continuous pay shoots of over 100 m on strike are not present. The Quartz 
Reef at the Blanket Mine has a surface strike of approximately 500 m, but economic mineralisation is 

restricted to three 90 m long shoots which were defined on surface by the early workers (AGS 2006). Quartz-

filled reefs display a much wider grade range compared to the DSR deposits. On average, these shears are 

of a higher grade and are used in blending the ore to the mill. Dominant ore minerals are native gold and 
galena although arsenopyrite becomes more prevalent below the 470 m elevation. 

Increasing levels of arsenopyrite association with depth confirm that the quartz shears represent higher 

level offshoots and splays with brittle deformation relative to the more ductile DSR-type core zone 
mineralised bodies (AGS 2006). See Item 8 (c) for the mineralisation characteristics of the Mineral Deposits 

forming the Blanket Mine property (MSA, J2225 Blanket Mine NI 43-101 Technical Report – June 2011). 
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Item 8 (c) - MINERALISATION 
Wall rock alteration typically comprises silica−pyrite−muscovite within a broader carbonate alteration halo. 

Quartz-carbonate altered rock forms the most commonly recognised alteration assemblage.  

Gold is deposited at crustal levels within and near the brittle-ductile transition zone at:-  

 depths of between 6 km and 12 km; 

 pressures between 1 and 3 kilobars; and 

 temperatures between 200º C and 400º C.  

The deposits may have a vertical extent of up to 2 km, demonstrate extensive down-plunge continuity, and 
lack pronounced zoning. The ore mineralogy is dominated by gold, pyrite and arsenopyrite. Subordinate 

minerals such as galena, chalcopyrite, pyrrhotite, sphalerite, tellurides, scheelite, bismuth and stibnite also 

occur. Sulphide mineralogy commonly reflects the litho-geochemistry of the host rock with arsenopyrite 
being the most common sulphide mineral in metasedimentary host rocks and pyrite or pyrrhotite being more 

typical in metamorphosed igneous hosts. The gangue and alteration mineralogy is dominated by quartz and 

carbonate (ferroan dolomite, ankerite, siderite, calcite) with subordinate albite, fuchsite, sericite, 
muscovite, chlorite and tourmaline.  
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ITEM 9 – EXPLORATION 

The majority of the exploration drilling currently conducted at the Blanket mine is referred to as "deep" 

drilling, as it is drilled from underground cross-cuts. This drilling is aimed at the depth extensions of the 
various pay shoots or shafts. Surface exploration drilling has been focused around the GG and Mascot 
Projects (Figure 14). Two exploration programmes were completed here; one in 1997 and the other in 2013. 

These two areas are now being explored with underground development at the two exploration shafts 

(Figure 15). 

Figure 14: Location of GG and Mascot Exploration Shafts 
 

 

 Blanket Mine Current Mining Operation and Exploration Shafts 

 

Figure 15: GG Exploration Shaft 
 

 

 GG Exploration Shaft
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Item 9 (a) – SURVEY PROCEDURES AND PARAMETERS 
This section summarises the exploration activities other than drilling undertaken during the history of the 

Blanket Mine. As part of the exploration/delineation of the Mineral Deposits in the underground operations 

the Blanket Mine conducts the following:- 

 Mineralised zones are explored by means of development drives mined along the strike of the shear 
zones. Evaluation drill holes are drilled from these drives every 7.5 m from cubbies to assist in the 

delineation of the Mineral Deposits. The delineation of the mineralised zone is based on the geology 

and the grade above 1.96 g/t. 

The above data is captured on 1:250 scale plans or multiples of the 1:250 scale. The sampling and mining 

data are captured on the following plans to capture the grade and volumes of the Mineral Deposits as ore 

resource blocks as well as the mined voids for depletion purposes:- 

 The main survey plans are the main level plans and 15 m sub-level plans. Survey pegs are installed at 

about 30 m intervals to guide the development. All core drilling is indicated on these plans. 

 There are assay plans which display the development with the chip sampling, sludge sampling and 
evaluation drilling sampling (Figure 16). 

 Stope assay plans capture the stoping and the stope assaying. 

 Geological plans to help delineate the Mineral Deposits. 

 Due to the vertical nature of the Mineral Deposits there are also longitudinal projection assay plans. 

The above survey procedures and plans assist in the accurate capturing of the Mineral Deposits. 

Item 9 (b) - SAMPLING METHODS AND SAMPLE QUALITY 
Data from the following is used to generate Mineral Resource blocks at the Blanket Mine:- 

 underground core;  

 channel (chip) sampling; 

 percussion drilling; 

 sludge sampling;  

 evaluation drilling; and 

 some deep diamond cored holes drilled from surface or underground platforms. 

The chip sample sections are taken every 2 m in the roof of the development in the Mineral Deposits except 
for Jethro and Blanket (every 1.5 m). The individual samples are 0.6 m long or less, depending on their 
geological nature. The same applies to the evaluation drill sampling lengths. In the case of the 

percussion/sludge sampling, the drill discharge water is captured in cloth sample bags. The water seeps out 

of the bag leaving only the sludge. The accuracy of this method is debatable, but it does give an indication 
of the mineralisation. Closely spaced horizontal drilling in the DSR Mineral Deposits is done in order to define 

Measured Resources. These holes are drilled along strike of the mineralised zone from cubbies in the 

sidewalls of the drives located in the centre. The drill hole spacing required for the definition of Measured 
Resources should not be more than 7.5 m. Percussion holes are drilled every 2 m in the DSR Mineral Deposits 

in which the mineralised zone is not expected to be more than several metres wider than the development 

drift (drive). The sludge from percussion drilling is sampled as an extension of the channel sampling pattern. 
Channel sampling alone is done on the narrow quartz reefs. 

All three sampling methods are utilised in the evaluation of the resources and the effect of the mixing of 

the various types of sampling data in the evaluation has not been assessed. By the nature of the sampling 

methodologies the chip sampling (from the roof) and sampling of the evaluation drill holes have a higher 
confidence than the sludge sampling. 
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Item 9 (c) – SAMPLE DATA 
The density and type of the sampling for the evaluation of the Measured and Indicated resources are 

described above and presented in Figure 16. Deep hole drilling is carried out to determine the depth 

extensions of the pay shoots. These are drilled predominantly from drilling platforms (cross-cuts) 
underground. Surface drill holes are limited due to the depth at which the mining is taking place. The 

intersections of these drill holes are used as sample points in the evaluation of the drilled Indicated and 

Inferred resource blocks. The parameters for these resource classifications are discussed in Item 14 (a). 

Figure 16: Chip Sampling and Sludge Sampling and Evaluation Holes at Eroica 
 

 

 Chip Sampling, Sludge Sampling and Evaluation Drill Holes on a Portion of 645 Level at 
Eroica 

Item 9 (d) – RESULTS AND INTERPRETATION OF EXPLORATION INFORMATION 
The delineation/interpretation of the Mineral Deposits or mineralised zones is based on geological data as 
well as the grade from the chip, sludge and evaluation drilling sampling. The cut-offs for these purposes are 
based on a gold price of USD1,300/oz. and a cost of USD70.44/t. Using these parameters, the current cut-

off for the mineralisation delineation is 1.96 g/t. The cut-off utilised is the same for all the Mineral Deposits. 
Figure 17 illustrates the delineation of the mineralised zones using the 1.96 g/t cut-off. These portions will 

be blocked as resource blocks, by level, and will be part of the resource block listing after evaluation. 
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Figure 17: An Example of a Vertical Projection Using the Chip Sampling to Delineate the Payable Mineral 
Deposit 
 

 

 An Example of a Projection Using the Chip Sampling to Delineate the Mineralised Mineral 
Deposit 
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ITEM 10 – DRILLING 

The majority of the surface drilling was conducted by Kinross; the 1997-2006 drilling campaign was their 

last campaign. Caledonia Mining is continuing with the deep drilling exploration to assist with the evaluation 
of the depth extensions of the Mineral Deposits. Currently, there is one drill rig at the AR main Mineral 

Deposit and a second at the Blanket extension. No additional surface drilling is contemplated at the Blanket 

mine. However, in 2013 Caledonia completed additional surface drilling at the two satellite targets, GG and 
Mascot. Currently, no surface drilling is taking place as the exploration is being conducted by means of 

exploration shafts.  

Item 10 (a) – TYPE AND EXTENT OF DRILLING 
Surface Drilling Procedures 
There was no surface drilling in progress at the time of the site visit. The majority of the drill hole data is 

historical data from 1997 or earlier. Figure 18 depicts the historical surface drilling completed at GG. The 

most recent drilling was conducted by Caledonia at the GG and Mascot Projects in 2013. This drilling 
campaign was drilled using BQ diameter with no deflections. The core was transported by the geologist to 
the Blanket Mine where the core yard is located; all logging and sampling was completed here. The drill 

hole identification number and box numbers were clearly marked onto the upper side and face of each core 

tray. The drill core was put together to ensure that all pieces fit, no core was missing and that orientation 
lines were consistent. Core recoveries were reconciled by the Geologist at 3 m intervals to ensure that no 

core was missing. The core recoveries were recorded on geotechnical logging sheets with all core losses 

being noted on the log sheet. Core recoveries of less than 95% were not accepted. 

Down hole surveys were carried out from the collar, every 50 m (at least 3 m) along the hole or as agreed 
upon with the Geologist. The entire drill core was logged by the Geologist/Geological Technician as per 

Blanket Mine core logging procedures. 

Figure 18: GG Project Area Indicating Mineral Deposits Relative to Surface Drilling 
 

 

 GG Exploration Shaft with Associated Mineral Deposits and Surface Drilling 
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Underground Drilling  

Diamond drilling is the main method of exploration used by the mine to increase the resource base. Diamond 

drilling is also used for probing for extensions of existing Mineral Deposits. For horizontal core drilling 
(evaluation drilling) AXT diameter core (which is described in the previous section) is used. This drilling is 

also used to locate additional mineralised zones in the hanging wall and footwall of the main reefs. Figure 

19 shows an example of the exploration core drilling conducted at the underground Blanket mine. The deep 
drilling, which explores for the depth extensions, are drilled from the cross-cuts (Figure 19). 

Figure 19: Typical Style of Drilling in Haulages 
 

 

 Horizontal Core Drilling in Haulages at Blanket Mine 

The generation of Measured Mineral Resources is achieved by drilling more closely spaced horizontal drill 

holes (at 7.5 m intervals) through the DSR Mineral Deposits. The drilling is done from cubbies off a drive 

located in the centre of the mineralised zone and along the strike of the mineralised zone. A cross-section 
of one of the deep drilling holes is shown in Figure 20. This cross-section shows the surveyed path, geology, 
survey and sampling data, all of which are used as the sampling point data for further resource block 

valuations. 
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Figure 20: Deep Drilling from Underground 
 

 

 Deep Borehole Underground

Sampling Procedures 
The exploration and deep drilling core is sampled every 0.6 m, as a standard, except when a smaller sample 

length is required for geological reasons. The core is split and one half is sent to the mine laboratory for 

sample preparation. The pulp is split in two and one sample is assayed at the mine laboratory with the 
second sample being sent to Duration Laboratory in Bulawayo or Harare. According to Dr Trevor Pearton, 

vice president of exploration, these laboratories are accredited. However, the certificates of accreditation 

were not available for inspection. The evaluation drill holes are not split; the entire sample is sent away for 
analysis. 

The percussion/sludge holes are also sampled in 0.6 m intervals, but in this case the sludge is captured in 

cloth sample bags (instead of plastic sample bags) and the water drains, leaving the sludge behind for assay 

purposes. The hole is flushed between each sample to avoid contamination. Again, these samples are 
assayed at the mine laboratory. Individual sample tickets are assigned to all samples. 
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Underground Chip Sampling Procedures 

The process of chip sampling was not observed during the site visit. The underground channel/chip sampling, 

which is taken in the roof, has similar sampling protocols. The distance from a known survey peg to the first 
sample section is noted. Subsequent sample sections are marked at 2 m intervals on the back of the drives 

on strike. Samples are taken every 0.6 m across the drive on the section starting from the hanging wall to 

the footwall. Where there are discrepancies between assay results and the visual grade estimation, a 
channel is cut across the mineralised zone with a diamond saw in order to improve the geometry of the 

sample groove. In wider Mineral Deposits where not all the mineralisation is exposed by the primary 

development, sidewall sludge holes are drilled to a depth of 1.2 m. In pinch-and-swell Mineral Deposits, like 
Eroica, the width of the transverse section is determined by the lithology, e.g. a 0.2 m quartz vein is sampled 

separately over its width. A sample weight of about 2 kg is collected in each instance. 

Both chip and sludge samples (Figure 21) are taken to give a complete section across the strike at standard 
0.6 m intervals. In all of the mineralised zones, except the very wide AR Main and AR South bodies, only 4.2 
m is sampled across the strike and any mineralisation beyond these limits is not included in resource. The 

unsampled payable sections are mined, but reported as coming from not-in-reserve (“NIR”) blocks. An 

exception to the standard 0.6 m channel sample interval occurs in the quartz shear deposits where lithology 
determines the sampled width when the vein is less than, or not a multiple of, 0.6 m. Cross-cuts through 

very wide Mineral Deposits are treated in the same way as evaluation core drilling and the sidewalls are 

sampled at 0.6 m intervals. 

Figure 21: Assay Plan 
 

 

 Typical Assay Plan at Blanket Mine

Item 10 (b) – FACTORS INFLUENCING THE ACCURACY OF RESULTS 
No geotechnical core recovery logs were observed for the historical and underground deep exploration holes 

during the site visit, so the impact of this on the accuracy of drill hole assay is uncertain. In the case of the 

underground chip sampling the high volume of samples taken would reduce the impact of isolated 
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inaccuracies. However, in the case of the underground exploration drilling the frequency of samples is lower 

and therefore the recovery records are important from an accuracy point of view. 

The sludge samples, by the nature of their sampling, have inherent inaccuracies. Measures are taken to 

reduce these by flushing the hole between samples, and using cloth sample bags and individual sample 
ticket numbers. The fines in these samples are washed away and therefore there could be a bias introduced 

to the sampling process. 

The drilling sample data points are based on a single intersection with no deflections. Due to the variability 
in this type of Mineral Deposit, Minxcon considers it prudent to drill an additional short deflection, for the 

deep drilling and surface exploration holes. 

Item 10 (c) – EXPLORATION PROPERTIES – DRILL HOLE DETAILS 
There are two satellite exploration sites that are being developed by Blanket Mine. These are the GG and 
Mascot sites. The sites are exploration shafts that have a combination of historical surface drilling, 

underground lateral drilling as well as on-reef sampling. Figure 22 shows the section through the GG 

exploration shaft with the associated development and resource blocks. The GG shaft has two mineralised 
zones - the South Main and North Main reefs. The Mascot shaft is represented in Figure 23 and Figure 24 

which show the working plans of the Mascot Main parallel reef and the South parallel reef respectively. 

Resources were first declared for these two shafts in 2014. These resources are stated in the Mineral 

Resources section. 

Figure 22:  Section through GG Exploration Shaft with Resource Blocks, Development Sampling and Drilling 
 

 

 GG North Main Resource Blocks
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Figure 23: Mascot Main Reef Resource Blocks as Defined by Historical Development Sampling and Current 
Drilling 
 

 

 Mascot Surface Drilling and Resource Blocks
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Figure 24: Mascot South Parallel Reef Projection Indicating Resource Blocks as Defined by Drill Hole 
Intersections 
 

 

 Mascot South Parallel Reef with Resource Blocks and Drill Hole Intersections 
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ITEM 11 – SAMPLE PREPARATION, ANALYSES AND SECURITY 

Item 11 (a) – SAMPLE HANDLING PRIOR TO DISPATCH 
The management of drilled core at the drilling sites and its transportation (surface and underground) to the 
laboratory rests with the responsible Mine Geologist and or Geological Technician. At the drilling site, the 
Geologist/Technician:- 

 Ensures that all core is sequentially laid down in core boxes which are kept secure and guarded against 
possible mixing.  

 Checks the drillers to ensure core obtained attains a recovery of at least 95%. 

 Ensures that all core boxes are collected at the end of the drilling shift. The core boxes are secured 
and transported to the core yard where they are entered into a log book, logged and sampled within 
3 days. 

 Places the boxes containing the core in the correct sequence and identifies the mineralised zones. 

 Marks samples at 0.6 m intervals in nearly homogeneous mineralised zones. Selective sampling 
intervals are employed on mineralised units with unique features e.g. colour, concentration of 
mineralisation, alteration, and mineralogy. 

 Splits the core into two halves (after completing marking) and then breaks at the marked intervals. 

 Inserts blank samples (dolerite dyke material) at a minimum rate of 1 blank sample after every 20 
samples and with duplicates inserted randomly in every batch of samples to the laboratory. 

Measures taken to ensure the validity and integrity of samples taken include using the following three types 
of sample bags:-  

 Cloth sample bags (for sludge sampling) to allow for effective decanting of water while retaining the 
sample. Since more than one sample is taken from the sludge hole, the hole is flushed thoroughly 
with water before drilling and collecting the next sample.  

 Plastic sample bags are used in continuous chip and grab sampling. 

 Paper bags are used for sampling on-site core. The above bags are used once and discarded to 
minimise contamination. A ticket tagging system is used with sketches drawn at the face showing the 
ticket numbers corresponding to the samples taken. On receipt from the laboratory, results are 
plotted on the assay plan against the corresponding ticket numbers.  

Item 11 (b) – SAMPLE PREPARATION AND ANALYSIS PROCEDURES 
Borehole Samples 

Boxes containing the core are laid out in the correct sequence and mineralised zones are identified. Samples 
are marked at 0.6 m intervals in nearly homogeneous mineralised zones. Selective sampling intervals are 
employed on mineralised units with unique features e.g. colour, concentration of mineralisation, alteration 
and mineralogy. 

Once the samples have been marked, the core is split into two halves and broken at the marked intervals in 
accordance with the company’s core cutting procedure. The two halves from the same interval are assigned 
and marked with the same ID, but with the additional labels, e.g. A1 or A2 for the half that is retained and 
B1 or B2 for the half that will be bagged. Also included in the assignment of sample IDs is a blank sample. 
At the Blanket mine the blank sample used is dolerite dyke. Certified reference materials are occasionally 
inserted by the Laboratory Supervisor. However, no records of this were available. 

The halved core samples that are to be bagged are placed into sample bags with corresponding sample IDs. 
Individual sample bags from each intersection are sent to the in-house Blanket Mine laboratory for gold 
determinations. At the laboratory a sample submission sheet listing all sample numbers is completed. As a 
check control, residue pulp from duplicate samples are extracted from the samples at the Blanket Mine 
Laboratory and sent to another laboratory for independent assaying. All mineralised (payable) intersections 
from the deep drilling programme and the exploration surface drilling are sent to an external laboratory for 
check assay. 
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Item 11 (c) – QUALITY ASSURANCE AND QUALITY CONTROL 
During the site visit no QA/QC protocols were readily available. QA/QC procedures should be documented 

and revised to adapt to changing conditions. Very few QA/QC samples are introduced into the sample 

stream, be that for the underground chip and sludge samples or the drilling samples (evaluation or 
exploration). This is evident in the fact that no QA/QC plots were available to check. Therefore, there is no 

tracking of re-assays or whether they were conducted or not. In the case of the day-to-day production and 

development, sludge and evaluation drilling samples might not be as crucial due to the high volume of 
samples being processed. However, in the case of the deep drilling and surface exploration drilling it is 

crucial that a high QA/QC standard is maintained as these are single sample points that are utilised for 

resource evaluation purposes. 

Best QA/QC practices require that CRMs, blanks and duplicates are introduced into the sample stream to 

test for accuracy and precision. Industry standard assay QA/QC protocols require that percentages 

introduced generally range from 10% to 20% depending on the type of Mineral Deposit and operation. In the 

case of the Blanket operation only dolerite blanks are introduced into the sampling stream of the surface 
exploration but not for the other sampling. The exploration drilling pulp (which is prepared at the mine 

laboratory) is split in two and one sample is sent to an external laboratory (Duration) in Bulawayo or Harare 
(Performance Labs) (according to mine personnel this laboratory is accredited). The records of the QA/QC 
should be documented as part of best practice. Blanket Mine must review the QA/QC protocols and ensure 

that best practice is implemented in the future, especially for the deep drilling and exploration drilling 

samples. 

Minxcon does, however, still deem the sampling data base to be acceptable for resource estimation. 

Item 11 (d) – ADEQUACY OF SAMPLE PREPARATION 
The mine laboratories were inspected by Mr Dario Clemente and even though the mine laboratory is not 

accredited, it employs good housekeeping, suggesting a fairly high standard (refer to Item 13). As part of 
its external verification process the mine laboratory sends samples away to Duration, Met Solution and 
Performance Laboratories (accredited according to the mine personnel), to test their precision and 

accuracy. Minxcon was supplied with figures for January, April, July and August 2014 which (apart from 

April) had a good correlation coefficient. In addition, the laboratory makes use of standard reference 
material which it sources from Geostats in Australia or AMIS from South Africa. Graphs, which show a good 

correlation, were supplied to Minxcon. The laboratory is manually operated and does not have an electronic 

tracking system. The implementation of a Laboratory Information Management system (“LIMS”) will assist 
in reducing human error. The sample preparation methodology could be improved but is considered to be 

adequate for Mineral Resource estimation purposes given the good correlation between planned grades and 

actual recovered grades in the plant. 
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ITEM 12 – DATA VERIFICATION 

During the site visit, the Qualified Person reviewed the data utilised for the Mineral Resource estimation of 

the mine in order to independently verify the data. Due to time constraints and the manual nature of the 
large database, only spot checks were done. These checks focused on the data flow process to verify the 

data from the sampling stage to the resource block listing which makes up the resource statement; this data 

forms the basis for the geological model. The historical data is currently being captured digitally which will 
minimise human error in data flow as well as assist in visualising the complex geology in 3D. 

Item 12 (a) – DATA VERIFICATION PROCEDURES 
As part of the verification process the development assay plans were checked in terms of the displayed data 

and how it feeds into the mineral resource evaluation process. The chip, sludge and evaluation drilling assay 
data is displayed on the development assay plan (Figure 25) and this data is weighted to determine the 

grade of a section of the resource block. It must be noted that the individual grades are top cut to the 90% 

percentile when calculating the block grades. 

Figure 25: Development Assay Plan 
 

 

 Various Sampling Points Utilised in the Evaluation of the Block Summaries 

This grade is weighted by the length of the section of influence as can be seen in Figure 26. This weighted 
value is then assigned to that specific block which uses the level as part of its nomenclature. The valuation 

of the block uses the value of the level above it as well as the value of the level beneath it by means of 

weighting. This is weighted equally as the block is influenced equally between the 15 m sub levels. It is, in 
addition, weighted by the length of the section. 
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Figure 26: Resource Block Evaluation Sheet 
 

 

 Resource Block Evaluation Sheet on AR South Mineral Deposit 

The area of the block is measured off the plans using a planimeter on the two levels and an average is 
calculated. The height between the two levels is used to work out the volume, after which it is multiplied 
by the standard historical SG of 2.86. This results in the tonnage of the resource block which will form part 

of the resource block listing (with an associated grade) which, in turn, makes up the mine mineral resource. 
The cut-off for the delineation of the mineralised portion is currently 1.96 g/t. 

Figure 27: Resource Block Summary (note that Sample Width has m and not cm units – affects other units) 
 

 

 Block Summary for the Resource Block Listing
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The manual nature of the process is prone to human error when data is transferred from one activity to the 

next, e.g. from the block listing to the actual resource block plans in longitudinal sections. The total 

resource and the various classifications are discussed in the resources section. 

Item 12 (b) – LIMITATIONS ON/FAILURE TO CONDUCT DATA VERIFICATION 
The QA/QC data was not readily available or well-documented. This suggests that the QA/QC procedure is 

not consistently applied and the results are not statistically analysed. Discrepancies appear to be visually 
assessed; it is uncertain when these discrepancies are considered unacceptable or how they are dealt with.  

Item 12 (c) – ADEQUACY OF DATA 
The data observed during the site visit is deemed adequate due to the manual nature and high volume of 

data; the mine has been operating successfully for a number of years using this system. The reconciliations 

indicate that the mine has a fairly high mine call factor (>90%) which indicates that the evaluation is close 
to the actual grade or that there is a possible underestimation of gold loss during mining due to the under 

evaluation via the sludge samples due to the fines being lost.  

Minxcon is however of the opinion that the sampling data base is acceptable for the manual resource 

estimation methodology being utilised at the Blanket Operation because of the sheer volume of sampling 
data from the mining operation as well as the historical reconciliation between the gold called for and the 

recovered gold which indicates a good correlation.  
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ITEM 13 – MINERAL PROCESSING AND METALLURGICAL TESTING 

Item 13 (a) – NATURE AND EXTENT OF TESTING AND ANALYTICAL PROCEDURES 
The plant currently treats RoM from the main Mineral Deposits (refer to Item 17 (b) for analysis on the 
historic production efficiencies). The ore is free milling and the mineralogy has not changed to a significant 

degree (the gold recoveries have been consistent for the past two years). Sufficient information from historic 

production is required to determine the expected production performance with reasonable confidence. 

Item 13 (b) – BASIS OF ASSUMPTIONS REGARDING RECOVERY ESTIMATES 
The expected processing efficiencies are based on historic production.  

Item 13 (c) – REPRESENTATIVENESS OF SAMPLES 
The samples measured from historic production are considered reliable and representative. As a result, they 

can be used to adequately predict future performance. 

Item 13 (d) – DELETERIOUS ELEMENTS FOR EXTRACTION 
The arsenopyrite content of RoM material currently being treated from Blanket Mine is sufficiently low 

enough not to pose a risk to economic extraction and deposition of tailings.  

Blanket ores are free milling in that 93% of the gold is recovered via direct cyanidation. Arsenic therefore 
reports to the mine residue deposit in the form of undecomposed arsenopyrite, constituting less than 1% of 
the ore. The ore contains approximately 35% carbonate minerals which results in the tailings having an 

alkaline chemistry which inhibits the decomposition of arsenopyrite which is not exposed to the atmosphere. 

Rain water run-off from the tailings dam is channelled within bund walls to a sump from where it is returned 
to the plant as makeup water. 

Blanket will be undertaking a pilot plant test work programme on the other more-refractory Mineral Deposits 

not currently being mined which may have a higher arsenopyrite content. Continuous testing and analysing 
of arsenic and other potential deleterious elements will be conducted as part of this test programme. 
Appropriate neutralisation steps will be included in the process design as required. 
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ITEM 14 – MINERAL RESOURCE ESTIMATES 

The Mineral Resources were compiled and supplied by the Blanket mine personnel. During the site visit and 

audit process, the Qualified Person verified that the Mineral Resources comply with the definitions and 
guidelines for the reporting of Exploration Information, Mineral Resources and Mineral Reserves in Canada, 

“the CIM Standards on Mineral Resources and Reserves – Definitions and Guidelines” and the Rules and 

Policies of the National Instrument 43-101 – Standards of Disclosure for Mineral Projects, Form 43-101F1 and 
Companion Policy 43-101CP. However, the mineral resources reported on the Blanket Mine combine the 

reserves and resources in a single tabulation which is not strictly compliant (Table 1). 

Item 14 (a) – ASSUMPTIONS, PARAMETERS AND METHODS USED FOR RESOURCE ESTIMATES 
Due to the manual nature of the sampling database no electronic modelling or estimation is conducted on 
the sampling database. Estimation methodologies such as Kriging is, therefore, not utilised in the mineral 

resource estimation. The block listing received from the mine is compiled using the method described in 

Item 12. A summary of the parameters used in the resource estimation is as follows:- 

 Manual weighted averages of sampling data. 

 No kriging or digital estimation process. 

 The individual sample points are top cut to the 90th percentile. 

 Mineralised widths are determined by the combination of geology and the mineral resource cut-off of 

1.96 g/t (based on a gold price of $ 1 300/oz. and a cost of $ 70.44/t). 

 A historical SG of 2,86 is standard for all reefs. 

 For narrow reefs a minimum mining width of 1.2 m is used. 

 Ore resource blocks are based on the geology and the geometry of mined-out areas. 

 Ore resource blocks are not corrected for dip. 

 The block model is the combination of the mineral resource blocks. 

 Depletions are determined by the mine survey department. 

 The resources are classified into Measured, Indicated and Inferred Mineral Resources (classification 

criteria are described in the following section as per the mine’s definition).  

Inferred Mineral Resources 

Inferred Mineral Resource block boundaries are taken to the following limits where no point within the block 
is greater than the specified distance from a sample point:- 

 60 m on strike; and 

 120 m on dip. 

Down-dip continuity at two times strike is taken from the known limits of pay shoots on other Mineral 
Deposits (Jethro and Blanket No.1) which have tapered outlines with depths three to four times maximum 

strike. The following exceptions limit the distance of a resource block boundary from a sample point:- 

 Where the 60 m limit exceeds the strike confines of the pay shoot defined by existing up-dip mining 

limits. 

 Where peripheral intersections suggest a significant thinning of the mineralised zone. 

 Where un-mineralised holes indicate termination of the mineralised zone. In this instance the 
boundary is taken halfway between the mineralised and non-mineralised intercepts, with the 
restrictions of pay shoot boundary-taking precedence. 

 Where projected geological features (e.g. dykes and faults) are likely to affect the mineralised zone. 

Indicated Mineral Resources 

Indicated Mineral Resources are generated from core holes, mainly from underground drifts and in some 
instances from channel sampling of mine development. The latter are essentially extension blocks from 

Measured Mineral Resources and Proven Mineral Reserves. Indicated Mineral Resource block boundaries are 
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taken to the following limits where no point within the block is greater than the specified distance from a 

sample point, with the following exceptions:- 

 30 m on strike; and 
 60 m on dip. 

The 30 m strike distance of a resource block from a borehole intersection is reduced in the following 

situations:- 

 Where the 30 m limit exceeds the strike confines of the ore shoot defined by the up-dip mining limits. 

 Where peripheral intersections suggest a significant thinning of the mineralised zone. 

 Where un-mineralised holes indicate termination of the mineralised zone. In this instance the 

boundary is taken halfway between the mineralised and non-mineralised intercepts, with the 
restrictions of pay shoot boundary taking precedence. 

 Where projected geological features (e.g. dykes and faults) are likely to affect the mineralised zone. 

Measured Mineral Resources 

In practice, Measured Mineral Resources are not normally reported as these are converted upon completion 

of development and sampling to Proven Reserves. Measured resource blocks are taken to the following 
limits, where no point within the block is greater than the specified distance from a sample point, with the 
following exceptions:- 

 7.5 m on strike; and 

 7.5 m on dip. 

Down-dip continuity is determined by the mining method of 15 m lifts on the DSR Mineral Deposits and 

quartz shear reefs. 

Mineral Resource for Blanket Underground Operations 

Table 1 details the reconciliation of the August 2013 and August 2014 Mineral Resource as tabulated by the 

Blanket Mine. 

Table 1: August 2013 and August 2014 Blanket Mine Mineral Resource Reconciliation (as tabulated by 
Blanket Mine) 

 2013 2014 

Category 
Estimated 

Tonnes 
Est Mill 
Head 
Grade % Ounces Estimated 

Tonnes 
Est Mill 
Head 
Grade % Ounces 

t g/t oz. t g/t oz. 
Proven *  966,733 3.72 13.48 115,517 895,194 3.37 11.78 96,943 
Total Available  966,733 3.72 13.48 115,517 895,194 3.37 11.78 96,943 
Probable*  2,121,373 3.56 29.57 243,143 1,888,805 3.58 24.85 217,591 
Probable Pillars*  765,337 4.13 10.67 101,740 772,143 4.05 10.16 100,522 
Total Reserves*  3,853,442 3.72 53.72 460,400 3,556,142 3.63 46.79 415,055
Indicated Resources**  448,364 3.81 6.25 54,940 698,963 3.66 9.20 82,177 
Inferred Resources**  2,871,099 5.02 40.03 462,944 3,344,831 5.11 44.01 549,963 

Notes: 
1. * Reserve tonnages are fully diluted (factor of 7.5%). 
2. ** Resource tonnages are in situ i.e. no modifying factors have been applied. 
3. 2013 gold price = USD1,400/oz. 
4. 2013 pay limit = 1.95 g/t. 
5. 2014 gold price = USD1,300/oz. 
6. 2014 pay limit = 1.96 g/t. 
7. Conversion from g to troy oz. = 32.15076. 

Table 2 reflects the reclassified Mineral Resource as verified by Minxcon. The Blanket mine/operation 
resource classifications have been changed to Measured, Indicated and Inferred. No reserves are stated 

here, however, the Mineral Resources are declared as inclusive of all Mineral Reserves. The reserves have 

been declared separately, as determined by the Reserve LoM plan.  



Technical Report on the Blanket Mine, Gwanda Area, Zimbabwe 55 

Prepared by Minxcon (Pty) Ltd 

The Proven and Probable pillar reserves of the Caledonia mineral resource have been declared Measured 

Resources and the Probable Reserves have been included in the Indicated Resource. The modifying factors 

as applied by Caledonia have not been applied to the Minxcon mineral resource. The Indicated and Inferred 
Mineral Resource categories remained the same as the Caledonia calculated mineral resource. 

Table 2: August 2014 Mineral Resource as Verified by Minxcon 
Mineral Resource Category  Tonnage   Au  Au Content  Ounces  

  t g/t kg oz. 
Measured Resource  1,572,733 3.91 6,146 197,606 
Indicated Resource  2,478,902 3.77 9,340 300,288 
Total Measured and Indicated 4,051,635 3.82 15,486 497,895 
Inferred Resource  3,344,831 5.11 17,106 549,963 

Notes: 
1. Tonnes are in situ. 
2. All figures are in metric tonnes. 
3. Mineral Reserves are included in the Mineral Resource. 
4. Mineral Resources are stated at a 1.96 g/t cut-off. 
5. No geological losses were applied to the tonnage. 
6. Tonnage and grade have been rounded and this may result in minor adding discrepancies. 
7. The tonnages are stated at a relative density of 2.86 t/m3. 
8. Conversion from kg to oz.: 1:32.15076. 

Mineral Resource for GG and Mascot Exploration Shafts 
The Mineral Resource for the two exploration shafts are a combination of drilling data as well as underground 

sampling of the development haulages. The evaluation process is the same as for the Blanket mine. Sections 

of the two exploration shafts can be seen in the mineral resource working plans illustrated in Figure 22 to 
Figure 24.  

Table 3: August 2014 Mineral Resource for GG as Verified by Minxcon 
Resource Category Tonnage   Width Au  Au Content  Ounces  

  t m g/t kg oz.
Measured Resource  127,178 4.53 3.79 482 15,486 
Indicated Resource  55,123 2.45 5.86 323 10,386 
Measured & Indicated Resource 182,301 3.90 4.41 805 25,872 
Inferred Resource  110,242 2.73 2.87 316 10,173 

Notes: 
1. Tonnes are in situ. 
2. All figures are in metric tonnes. 
3. Mineral Resources are stated at a 1.96 g/t cut-off. 
4. No geological losses were applied to the tonnage. 
5. Tonnage and grade have been rounded and this may result in minor adding discrepancies. 
6. The tonnages are stated at a relative density of 2.86 t/m3. 
7. Conversion from kg to oz.: 1:32.15076. 

Table 4: August 2014 Mineral Resource for Mascot as Verified by Minxcon 
Resource Category Tonnage   Width Au  Au Content  Ounces  

  t m g/t kg oz. 
Measured Resource  66,532 1.75 2.60 173 5,571 
Indicated Resource  69,006 3.18 4.83 333 10,716 
Measured & Indicated Resource 135,538 2.48 3.74 507 16,288 
Inferred Resource  69,587 2.53 8.23 573 18,416 

Notes: 
1. Tonnes are in situ. 
2. All figures are in metric tonnes. 
3. Mineral Resources are stated at a 1.96 g/t cut-off. 
4. No geological losses were applied to the tonnage. 
5. Tonnage and grade have been rounded and this may result in minor adding discrepancies. 
6. The tonnages are stated at a relative density of 2.86 t/m3. 
7. Conversion from kg to oz.: 1:32.15076. 

Item 14 (b) – DISCLOSURE REQUIREMENTS FOR RESOURCES 
All Mineral Resources have been categorised and reported in compliance with the definitions embodied in 
the CIM Definition Standards on Mineral Resources and Mineral Reserves adopted by the CIM Council 

(incorporated into NI 43-101). As per CIM Code specifications, Mineral Resources have been reported 

separately in the Measured, Indicated and Inferred Mineral Resource categories. Inferred Mineral Resources 
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have been reported separately and have not been incorporated with the Measured and Indicated Mineral 

Resources.  

Item 14 (c) – INDIVIDUAL GRADE OF METALS 
Mineral Resources for gold have been estimated for the Blanket Mine (Table 2). No other metals or minerals 
have been estimated for the Project. 

Item 14 (d) – FACTORS AFFECTING RESOURCE ESTIMATES 
No socio-economic, legal or political modifying factors have been taken into account in the estimation of 
Mineral Resources for the Blanket Mine. 
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ITEM 15 – MINERAL RESERVE ESTIMATES 

Item 15 (a) - KEY ASSUMPTIONS, PARAMETERS AND METHODS 
Key Assumptions 

 It is assumed that the planned production will be achieved. 

 The modifying factors applied over the LoM were derived from historical production figures that are 

assumed to be untampered and correct.  

Parameters 

 All the Mineral Resources included in the Reserve LoM plan will be extracted mainly though the 

existing infrastructure. Production rates applied are inclusive of required on-reef development, such 

as raises, ore passes, travelling ways, etc. the cost of the on reef development are included in the 
mining costs. 

 The mining rate was applied as a rate per day, supported by achieved actual rates. 

 Stoping rates were planned between 50 tpd in some areas and up to 500 tpd in others. 

 The rates were based on shaft hoisting capacity constraints and further reduced to accommodate 
other capital development activities that is required beyond the scope of the NI 43-101 report. These 

are discussed in Item 24 (a). 

Methods 
The Reserve LoM plan comprises Measured and Indicated Mineral Resources in the area above 750 m (above 

22 Level) at Blanket Mine. The Mineable Resources were indicated on the mine plans and subsequently 

logged into a block list. The position of each resource block was evaluated regarding its position relative to 
existing infrastructure, such as shafts, and the position in terms of stoping sequence. An extraction sequence 

number was given to each resource block, after which the block list was sorted to reflect the order of 

extraction. This sorted list was imported into Enhanced Production Scheduler (“EPS”). The blocks from 

different areas were tagged and the appropriate mining rates were applied according to the mine’s 
extraction strategy (Table 5).  

Table 5: Mine Design Criteria - Stoping 
Description Unit Value 

Stope Preparation Months                          2 
Above 750 level Blanket Production t/day                        50 
Above 750 level AR Main Production t/day                      400 
Above 750 level AR South Production t/day                      500 
Above 750 level Eroica Production t/day                      200 
Above 750 level Lima Production t/day                        50 

Mining rates were applied as a rate per day; the mine will produce 352 days a year. Modifying factors were 
built into the EPS schedule. 

Item 15 (b) - MINERAL RESERVE RECONCILIATION - COMPLIANCE WITH DISCLOSURE REQUIREMENTS 
The Mineral Reserves for Blanket Mine is illustrated in Table 6. 

Table 6: Mineral Reserve Statement (October 2014) 

Mineral Reserve Category Tonnage  Au Au Content  Ounces 
t g/t kg oz. 

Proven       856,005 3.40          2,912         93,638 
Probable    2,077,828 3.78          7,862       252,758 
Total Mineral Reserves    2,933,833 3.67        10,774       346,396 

Notes:  
1. Tonnages refer to tonnes delivered to the metallurgical plant. 
2. All figures are in metric tonnes. 
3. 1kg = 32.15076 oz. 
4. Pay limit Blanket Mine 2.03 g/t. 
5. Pay Limit calculated: USD/oz. = 1,250; Direct Cash Cost (C1) – 71 USD/t milled. 
6. Production profile cut end 2021. 
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Mineral Reserve Reconciliation 

Table 7: Mineral Reserve Reconciliation 
 2013 2014 Difference 

Category 

Estimated Est. Mill 
Ounces 

Estimated Est. Mill 
Ounces 

Estimated Est. Mill 
Ounces Tonnes Head 

Grade Tonnes Head 
Grade Tonnes Head 

Grade 
Mt g/t Moz. Mt g/t Moz. Mt g/t Moz.

Proven 1,349,000 3.84 166,600 856,005 3.40 93,638 -492,995 -0.44 -72,962 
Probable 2,121,000 3.56 243,000 2,077,828 3.78 252,758 -43,172 0.22 9,758 

Total Mineral 
Reserves 3,470,000 3.67 409,400 2,933,833 3.67 346,396 -536,167 0.00 -63,004 

Notes:  
1. Tonnages refer to tonnes delivered to the metallurgical plant. 
2. All figures are in metric tonnes. 
3. 1kg = 32.15076 oz. 
4. The reduction in ounces is mainly attributed to the exclusion of previously stated Proven and Probable Reserves below 750 m 

Level. (These ounces are accounted for as Measured and Indicated Resources) 
5. 2013 Probable Reserves include Probable and Probable Pillars. 

Item 15 (c) - MULTIPLE COMMODITY RESERVE (PRILL RATIO) 
Gold is the only commodity within the mining areas that is present in significant concentrations. 

Item 15 (d) - FACTORS AFFECTING MINERAL RESERVE ESTIMATION 
No factors were identified that can materially alter the Mineral Reserve statement. 
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ITEM 16 – MINING METHODS 

Item 16 (a) – PARAMETERS RELEVANT TO MINE DESIGN 
Mining Methods 

Blanket Mine uses mining methods that are commonly employed and well-understood by Greenstone Belt 

miners who generally have to deal with steep tabular to massive Mineral Deposits. Since the nature of the 
Mineral Deposits varies, the exact mining practices are tailored to suit the specific attributes of each 

particular Mineral Deposit. The mining methods employed represent experience gained from many years of 
mining. Two types of mining methods are used at the Blanket Mine:-  

 Underhand stoping in the narrow Mineral Deposits.  

 Long hole stoping in the wider Mineral Deposits. 

The Mineral Deposits can be accessed on several main levels: 7 Level, 9 Level, 14 Level, 18 Level and 22 

Level. In-between these levels cross-cuts are cut every 30 m from where diamond drilling is used to locate 

ore shoots for development planning. Most of the development is within mineralised zones, except when 
developing transfer levels between Mineral Deposits. Such development is treated as waste.  

Stoping preparations in narrow Mineral Deposits (<3.0 m) begin by mining box raises sited at 10 m intervals 

from the footwall of the Mineral Deposit. In wider Mineral Deposits (>3.0 m), air loader operated draw points 

are mined instead of boxes to facilitate long hole open stoping which generates large rocks. Underhand 
bench stoping is usually applied in the narrow Mineral Deposits and allows for control of the stoping width 

(+/-2 m) and dilution. Figure 28 presents a schematic section of a typical underhand stoping method. 

Figure 28: Underhand Stoping Method 
 

 

 Underhand Stoping Method

Long hole stoping is the mining method used most often at the Blanket Mine. Figure 29 is a schematic section 
of a typical long hole stoping layout in wider Mineral Deposits. 
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Figure 29: Long Hole Stoping 
 

 

 Long Hole Stoping

Modifying Factors 

The Mineral Reserves were calculated based on the block list supplied by Blanket Mine. The blocks were 
arranged according to an extraction strategy and modifying factors were applied. Only Measured and 

Indicated Mineral Resources were included in the Reserve LoM plan. The applied modifying factors are:- 

 Extraction rate – A 100% extraction rate was applied to the Measured and Indicate Mineral Resources. 

The indicated pillars are resources that were left behind as pillars either for shaft stability, cones or 
crown pillars. After the extraction of the above ore and/or the decommissioning of the shaft, these 

resources can be extracted with an expected 70% extraction ratio. 

 Dilution – Waste dilution was applied based on a 10 cm over break into the hanging wall and 10 cm 

into the footwall. 

 Mine Call Factor (“MCF”) – By applying an MCF, the differences between shaft head grade and Reserve 
grades that are supported by historical measurements, will be accounted for. These differences 

typically occur due to gold losses in fines. The MCF only affects the gold grade; it has no impact on 

the plant feed tonnes. An MCF of 100% was applied for the Blanket Mine based on historical recordings. 
The MCF history is illustrated in Table 8. 
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Table 8: MCF History 

Year 
Milled 

Tonnes 
Gold 

Recovered 
Gold in 

Tails 
Gold 

Accounted 
For 

Total Mined 
Tonnes 

Mined 
Grade 

Gold 
Called For MCF 

t oz. oz. oz. t g/t oz. %
1998 215,580 24,194 3,604 27,798 216,330 4.56 31,716 88%
1999 205,330 22,838 2,839 25,677 199,787 4.27 27,428 94%
2000 193,300 23,725 2,859 26,584 187,466 4.34 26,158 102%
2001 195,400 24,748 3,204 27,952 176,625 4.71 26,746 105%
2002 179,891 26,773 3,236 30,009 178,329 5.19 29,756 101%
2003 173,700 24,525 2,234 26,759 165,887 4.80 25,600 105%
2004 178,896 24,119 2,416 26,535 185,302 4.60 27,405 97%
2005 212,319 24,783 2,867 27,650 212,176 4.05 27,628 100%
2006 99,361 11,685 1,342 13,027 94,824 4.08 12,439 105%
2007 100,082 9,885 1,098 10,983 100,082 3.70 11,906 92%
2008 81,987 7,687 760 8,447 81,987 3.75 9,885 85%
2009 103,445 11,295 1,117 12,412 103,445 3.54 11,773 105%
2010 153,501 17,707 1,540 19,247 153,501 3.75 18,507 104%
2011 299,257 35,826 2,738 38,564 299,257 3.85 37,042 104%
2012 363,725 45,464 3,057 48,521 363,725 3.83 44,788 108%
2013 392,320 45,527 3,269 48,796 392,320 3.99 50,328 97%

Tot/Ave 3,148,094 380,781 38,181 418,962 3,111,043 4.19 419,104 100%

Ventilation Design Criteria 
Ventilation is downcast via the Main shaft, Jethro surface, 5 Winze and N° 4 shaft. In the Lima, Sheet, 

Jethro Winze and other old shafts, ventilation is up cast. Various axial flow fans have been installed on the 
mine to enhance the ventilation volume. 

Rock Engineering Design Criteria 
The different rock types at the Blanket Mine are generally competent and support such as rock bolts are 

only installed on rare occasions where weaker rock conditions are encountered. There are zones with 

unstable sidewalls such as the Quartz Reef and Feudal at Blanket, but this is addressed by the application 
of a shrinkage methodology. The types of stopes do not contribute a relatively high tonnage and is 

insignificant to the overall dilution incurred.  

Item 16 (b) – PRODUCTION RATES, EXPECTED MINE LIFE, MINING UNIT DIMENSIONS, AND MINING 

DILUTION 
The production for the Blanket mine is from five different areas that are all above 750 m. The production 
from the different levels is illustrated in Figure 30. The tonnes are illustrated as an average per month. 
Following a financial analysis, all production after 2021 was excluded from the Reserve LoM plan as it is 

uneconomical. 
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Figure 30: Blanket Mine Total Production 

 

Item 16 (c) – REQUIREMENTS FOR STRIPPING, UNDERGROUND DEVELOPMENT AND BACKFILLING 
Underground Development 

All the areas that form part of the Reserve LoM plan have development in place. The blocks only originate 

from the Above 750 m level and the mining rates applied are within the shaft capacity limits; no new 
development will be required for the Above 750 m level areas. 

Backfilling 

Backfilling is needed when mining at great depth. It is currently not a Rock Engineering requirement to 

backfill stoped-out panels at Blanket Mine, as mining is still shallow. 

Item 16 (d) – REQUIRED MINING FLEET AND MACHINERY 
As at June 2011, underground drilling equipment comprised seventy Seco 23, Seco 25, Seco 215 jackhammers 

and Seco 36 (Konkola) drifters. The jackhammers are mainly used for development and the drifters for 

production (long hole drilling). Tramming of ore and waste is done by LM56/57 air loaders, grandby cars, 
cocopans and battery-operated locomotives. 
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ITEM 17 - RECOVERY METHODS 

Item 17 (a) - FLOW SHEETS AND PROCESS RECOVERY METHODS 
The Blanket gold Plant consists of a conventional crushing, milling and CIL, batch elution and smelting 
configuration with a current capacity of 40 ktpm. The crushing and milling circuits are designed to process 

RoM. However, the CIL and downstream circuits were designed to treat tailings dam material at a rate of 

about 110 ktpm (or 3,800 tonnes per day). More recently, historic tailings and RoM were treated in the CIL 

plant at a combined rate of approximately 100 ktpm to 120 ktpm. The tailings treatment was stopped about 
three years ago. The CIL is currently used exclusively for treatment of RoM at a rate of 30 ktpm to 35 ktpm. 

The retention time in the CIL circuit is as high as 72 hr as a result of the lower tonnage throughput. A process 

flow diagram can be seen in Figure 31.  

The plant consists of the following circuits:- 

 jaw crushing; 

 cone crushing in closed circuit with a screen; 

 primary rod mill in open circuit; 

 ball mill in closed circuit with cyclones; 

 gravity circuit; 

 dewatering cyclones; 

 CIL; 

 combined elution and electrowinning; 

 smelt house; 

 carbon re-activation in a kiln; 

 reagent make-up and dosing circuits; and 

 water recycling and storage. 
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Figure 31: Process Flow Schematic – Comminution Circuits  
 

 

 Process Flow Schematic – Comminution Circuits
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Exhibit 15.2
Property and Claims Information

THE DATA PROVIDED BELOW FOR THE THREE PROPERTY AREAS IS CONSIDERED THE MATERIAL
INFORMATION RELATING TO THE PROPERTIES AND CLAIMS. THE FULL TEXT OF THIS DATA AND
INFORMATION IS AVAILABLE IN THE VARIOUS TECHNICAL REPORTS THAT ARE AVAILABLE ON
THE COMPANY WEBSITE www.caledoniamining.com

BLANKET GOLD MINE
a)           Nature of Ownership Interests
Blanket Mine’s claims area is based on 2701 pegged claims.  An application made to the Ministry of Mines to convert the 
claims area into a mining lease was approved and its issue is awaited.
Blanket’s exploration properties are all pegged claims (see Table 14 g(i)) and held 100% by Blanket although some of the 
claims are subject to royalties.
b)           Salient Terms of Agreements, Royalties

 1.5 – 2.0% NSR. Blanket owns the claims totally.

Based on current mining law in Zimbabwe, Blanket’s Mining Lease is valid in perpetuity.
Prospecting claims are renewable on an annual basis (Table 14 g(i)) by payment of a claim fee based on the area of the claim. 
The claims may also be maintained by carrying out exploration activities on the claims.  Royalties are payable on some of the 
claims (see Table 14 g(i)).
c)           Mineral Rights – Process of Acquisition
Mineral rights in Zimbabwe may be acquired by pegging claims or by purchasing claims. In the case of the purchase of an 
operating mine the mining lease/ claim is transferrable together with the related conditions.  Proposed changes to the Mining 
Law will require that indigenous persons hold a significant interest in mining companies.  Claims are held indefinitely so 
long as they are serviced in terms of work done or fees paid.
d)           The Claim/Right type and Conditions
Zimbabwe recognizes both precious metal (gold) and base metal claims regardless of the nature of the deposit.  In the event 
of a gold mine being located on base metal claims, the claims can be converted to precious metal claims. The claims are 
awarded and monitored by the State.  A mining lease is awarded over existing claims on application by the mining company.
e)           Property details
See Table 14 g(i).
f)           Conditions of retention, Payments etc
See Table 14 g(i).  Claim fee payments are made by Blanket Gold Mine (responsible person – V. Naik).
g)           Property area – see Table 14 g (i)

The protection of non-producing claims is the subject of ongoing discussions as the claim protection fees have been
dramatically increased and the economic feasibility of protecting all claims is being assessed.
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CLAIM BLOCK
NUMBER 
OF CLAIMCLAIM/BLOCK

EXPIRY 
DATES AREA

PROPERTY NAME
CLAIM 
BLOCKS TYPE NUMBERS (ha)

GWANDA CLAIMS
Blanket Mine
Valentine 26   Gold GA2767-92 21-Mar-16 240.6
Oqueil 36    Gold 35928-63 29-Jan-16 270
Havard 1    Base 5576BM 02-Feb-15 25
Blanket 11    Gold GA512'GA547,GA247-8,GA349, 06-Apr-16 114

GA5030,1817,31202,3958
Base 6874BM,9627BM 26-Aug-15

Feudal 6    Gold 31190,19918,21065,GA446, 10-May-16 77
Base 10051BM,10358BM 25-Sep-15

Lima 85   Gold 36066-117,35753-68,34052-67, 02-Apr-16 828.5
Base 10925BM 23-Sep-15

Sheet 21   Gold 35628-39,34744,34747-51,34856,GA341, 03-Apr-16 179.6
Base 9629BM 26-Aug-15

Sabiwa 12   Gold GA281,GA513,1978,25610,9628BM, 11-Apr-16 594
Base 9628BM,10922-23BM,10894-96BM,10049-50BM23-Sep-15

Mbudzane Rock 43   Gold 36160-202 21-May-16 353.9
Jethro 1   Gold 19923 23-Jul-16 9
DT 2   Gold 21775 01-Sep-16 10
Smiler 1   Gold 32939 20-Nov-15 10
Site Cemetry 1   Site 577 14-Dec-15 2
Site Compound 1   Site 701 15-Sep-15 10
Site Compound 1   Site 575 14-Dec-15 17
Site Compound 1   Site 574 14-Dec-15 7
Site Dump 1   Site 646 15-Sep-15 18
Site Housing 1   Site 573 17-Mar-15 23
Site Housing 1   Site 645 15-Sep-15 8
Site Magazine 1   Site 578 14-Dec-15 29
Site Slimes 1   Site 613 21-Mar-15 28
Blanket Exploration
Penzance 3   Base 11264BM,11265BM,8838BM 07-Jan-15 99
Bunny's Luck 6   Base 10443-48BM 15-Jan-15 150
Cinderella 5   Base 11122-23BM,10824-26BM 19-Jan-15 428
Eagle 16 1   Base 11266BM 21-Jan-15 51
Spruit 5   Base 10623-24BM,GA532-4BM 24-Feb-15 388
Shakeshake 3   Base 10625-27BM 24-Feb-15 288
Surprise 2   Base 10628-29BM 24-Feb-15 196
Abercorn 2   Base 11269BM,10602BM 11-May-15 216
Banshee 1   Base 11093BM 14-Jul-15 135
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Dan's Luck South 3   Base GA537-38BM,11268BM 11-Mar-15 135
Abercorn 1   Gold 32251 28-Apr-15 10
Annette 3   Gold GA3258-60 03-Apr-16 24
Dan's Luck 2  Gold 32776,GA3769B 13-May-15 18
Eagle Hawk 1   Gold 30544 08-Oct-16 10
GG 7   Gold GA3769-75 06-Jul-16 162.9
Gum 2   Gold GA3060-61 10-Oct-16 12
Lincoln 1   Gold 30548 01-Oct-16 10
Mascot 3   Gold GA583,29657,32756 03-May-16 30
Mazeppa 1   Gold 32769 26-May-15 3
Rubicon 23   Gold 34519-20,34794-805,34913-21 23-Jan-16 220
Valentine 3   Gold GA2994-96 11-Jul-16 30
Vulture 2   Gold 5031, 8106 13-Jan-16 20
Will South 1   Gold 33143 30-Sep-15 5
Site 1   Site 649 08-May-15 4
Site 1   Site 607 24-Sep-15 1
Site 1   Site 608 24-Sep-15 1
Site 1   Site 609 24-Sep-15 1
Site 1   Site 610 24-Sep-15 1
Site 1   Site 512 31-Dec-15 1
Bubi Claims
Stu 4   Base 12072-74BM,12021BM 07-Jan-13 495
Chikosi 7   Base 12011-17BM 30-Jan-13 499.5
Sandy 2   Base 12018-19BM 30-Jan-13 300
Ruswayi 6   Base 12022-27BM 30-Jan-13 544
Lonely 5   Base 12028-30BM,12075-76BM 02-Feb-13 670
Spawn 3   Base 12031-33BM 30-Jan-13 311
Kadoma Claims
Goldern Donkey 2   Gold 1254-55 18-Mar-13 8
Headley NE 3   Gold 1256-58 18-Mar-13 30
Harare
Apollo 27   Gold 17438-46,28665-79,28734-36 27-Sep-13 208
Electra 1   Base 19482BM 13-Mar-13 12
Apollo 3   Base 28382-84BM 27-Sep-13 96
Avlin 15  Gold 28030-28044 08-Sep-13 117
TOTAL 419   8793.96
   Exploration claims

GG-GG6, GGA-GGE 11   Gold GA651,GA942-51 06-Jul-16 110
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Shareholder rights plan 

Summary 

Our AIM‐listed client, Caledonia Mining Corporation (“Caledonia”, “the Company”), is emigrating 
from Canada to Jersey (the emigration is due to become effective on Monday 21 March 2016). The 
Company will therefore fall under the umbrella of The Takeover Code, and we, alongside their UK 
and Canadian lawyers, have been taking the Company through the implications of this. 

Caledonia’s Canadian lawyers have pointed out that the Company has entered into a rights plan 
agreement with Computershare (“the Rights Plan”) which has been approved by Caledonia’s 
shareholders.   We are uncertain how the Rights Plan would be treated under Rule 21 (Restrictions 
on Frustrating Action)and would appreciate your comments on how The Takeover Panel would view 
the Rights Plan in the event a bid is made for the Company. We confirm that the Company has 
confirmed that it is not in receipt of any offers, nor to its knowledge are any in contemplation. 

The Rights Plan 

Set out below is a brief summary of the Rights Plan that was prepared by Caledonia’s Canadian 
lawyers for the Caledonia Board when the Rights Plan was adopted back in 2013.  In general terms, 
the Rights Plan forces a bidder to make a bid for the Company that meets certain minimum 
conditions in terms of timing and acceptance procedures (see “Permitted Bid” below).  If the bidder 
does not make a Permitted Bid, the rights under the Rights Plan become exercisable such that all 
shareholders other than the bidder have the right to buy additional shares at a discount.  As a result, 
the Rights Plan creates a disincentive for a hostile bidder to acquire Caledonia without making a 
Permitted Bid because it dilutes the bidder’s interest in Caledonia.  The Rights Plan was approved at 
the 2014 AGM. 

We have also been advised by the Company’s Canadian lawyers that, as a result of changes to 
Canada’s takeover rules which were announced last week, there is currently much debate around 
the continued utility of rights plans (or “poison pills” as they are commonly known).  Their primary 
purpose was to extend the time for target companies to react to an unsolicited offer beyond the 
statutory time for which a takeover bid had to be open for acceptance, which is currently only 35 
days, and to eliminate certain other potentially coercive aspects of some bids.  Under the new rules, 
which are to come into effect in May, the minimum period for a bid to be open (unless the target 
agrees to a shorter period) is increased to 105 days.  Caledonia’s Rights Plan, in common with most 
plans, only requires that a bid be open for 60 days, so the new requirements will actually be better in 
some respects from Caledonia’s perspective than the Rights Plan. 

Details of the Rights Plan 

Form:  The Rights Plan is an agreement dated December 5, 2013 between 
Caledonia and Computershare Investor Services Inc. (the “Rights Agent”). 

Rights:  One Right is issued for each common share. Initially, the Rights are attached 
to and trade with the common shares and have an artificial exercise price in 



excess of the market price. Rights are not exercisable before the Separation 
Time (described below). 

Flip‐In Event:  Upon a person (an “Acquiring Person”) acquiring 20% or more of the 
outstanding common shares (a “Flip‐In‐Event”), each Right then entitles the 
holder to purchase one additional common share at 50% (or less) of the 
market price of the common shares as at the date which is ten trading days 
after the Flip‐In Event. Rights held by the Acquiring Person, however, would 
be null and void. This massive dilution of the Acquiring Person’s 
shareholdings is the “poison pill” in the Plan.  Two other conditions must be 
in place before the poison pill defence is fully activated: the Separation Time 
must have occurred and no waiver by the board of the dilution clause or 
other exempting steps shall have occurred. 

Separation Time:  The “Separation Time” occurs on the tenth trading day following the earlier 
of an announcement that a person has become an Acquiring Person or the 
public announcement that someone proposes to make a take‐over bid other 
than a Permitted Bid (or such later time as may be determined by the 
board). After the Separation Time, the Rights become exercisable at the 
dilutive exercise price and become transferable separately from the shares. 

Permitted Bid:  The poison pill provisions of the Rights Plan can be avoided if the 
prospective acquirer makes a Permitted Bid.  A Permitted Bid may be for all 
or less than all the outstanding common shares and must have the following 
characteristics: 

  a)      it must be made by way of take‐over bid circular;

  b)     it must be made to all shareholders; 

  c)      it must provide that no shares will be taken up or paid for until the bid 
has been open for at least 60 days, and then only if 50% of the shares held 
by independent shareholders (being shareholders not affiliated or acting 
jointly or in concert with the bidder) have been tendered; and 

  d)     if the 50% deposit condition described above is met, the bidder must 
announce that fact and allow the bid to remain open for tender of shares for 
at least a further 10 days. 

Portfolio 
Managers: 

The provisions of the Rights Plan relating to portfolio managers are designed 
to prevent the occurrence of a Flip‐In Event solely by virtue of the 
customary activities of such managers, including trust companies and other 
such persons, where a substantial portion of the ordinary business of such 
person is the management of funds for unaffiliated investors, so long as any 
such person does not propose to make a take‐over bid either alone or jointly 
with others. 



Redemption:  At any time prior to the Separation Time, the Board may with the approval 
of shareholders redeem the Rights for nominal consideration.   This is a 
method for winding up and terminating the Rights Plan. 

Amendments:  After the effective date of the Rights Plan, all substantive amendments can 
only be made with shareholder approval. 

Expiration:  The Rights Plan expires unless approved by Caledonia’s shareholders on or 
before the third anniversary of the date of the last shareholder approval of 
the Rights Plan.  
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Exhibit 15.4

Share Subscription Agreements – Blanket Mine

SUBSCRIPTION AGREEMENT

between

NATIONAL INDIGENISATION ECONOMIC EMPOWERMENT FUND
(The NIEEF is established by Section 12 of the Indigenisation Act and is administered by NIEEB, a body corporate 
established by Section 7 of the Act.)
("the Subscriber")

and

BLANKET MINE (1983) (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 172/69)
("the Company" )

and

CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 5/45)
("CHZ")
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 1  DEFINITIONS

In this Agreement, unless the context indicates otherwise, the words and expressions set out below shall have the 
meaning assigned to them and cognate expressions shall have a corresponding meaning, namely:

1.1 Agreement means this subscription agreement and Schedule 1
hereto;

1.2 Auditors means the Company’s auditors as at the Signature 
Date or failing that, at the election of the board of 
directors of the Company, Deloitte, KPMG or 
Ernst & Young;

1.3 Business Day means any day that is not a Saturday, Sunday or 
public holiday in Zimbabwe;

1.4 Closing Date means the 5th (fifth) Business Day after the 
fulfilment of the suspensive conditions in clause 3;

1.5 Directors means the directors of the Company from time to 
time appointed in accordance with clause 7;

1.6 Indigenisation means the process and objectives contemplated in 
the Indigenisation Act and the Regulations;

1.7 Indigenisation Act means the Indigenisation and Economic 
Empowerment Act [Chapter 14.33];

1.8 Interest means interest calculated monthly in arrears at  10 
(ten) percentage points above the 12 (twelve) 
month London InterBank Offered Rate published 
by Thomson Reuters from time to time;

1.9 Loan Account means the loan account to be opened in the 
Subscriber's name in the books of the Company;

1.10 MOU means the memorandum of understanding 
concluded by Caledonia Mining Corporation, 
CHZ, the Company, and the Minister of Youth, 
Development, Indigenisation and Empowerment of 
the Government of Zimbabwe on 20 February 
2012;

1
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1.11 Parties means CHZ, the Company, and the Subscriber and 
"Party" means any one of them, as the context may 
indicate;

1.12 Regulations means the Indigenisation and Economic 
Empowerment (General) Regulations, 2010;

1.13 Signature Date means the date of signature of this Agreement by 
the Party last in time to do so;

1.14 Subscription Price means the subscription price for the Subscription 
Shares as set out in clause 5.1; and

1.15 Subscription Shares means 6,848,000 (six million eight hundred and 
forty eight thousand) “A” class shares representing 
16% (sixteen percent) of the issued share capital of 
the Company after the implementation of the 
transactions envisaged in the MOU.

 2  BACKGROUND

2.1  CHZ and the Company have agreed to the Indigenisation of the Company in accordance with the provisions 
of the MOU.

2.2  In terms of the MOU, the Company is required to issue the Subscription Shares to the Subscriber.

2.3  The Parties wish to record the terms on which the Subscriber will subscribe for the Subscription Shares.

 3  CONDITIONS PRECEDENT

3.1  The implementation of this Agreement is, save for the provisions of clauses 1, 3 and 9 to 18, inclusive, 
which will be of immediate force and effect, subject to:

3.1.1  receipt by CHZ and the Company of written confirmation from the Ministry of Youth, 
Development, Indigenisation and Empowerment of the Government of Zimbabwe that the 
implementation of this Agreement and the other transactions envisaged in the MOU constitutes 
compliance by CHZ and the Company with the requirements of the Indigenisation Act and the 
Regulations;

3.1.2  receipt by CHZ and the Company of the approvals, to the extent certified in writing by the Auditors 
to be required by law, by the Reserve Bank of Zimbabwe of the transactions contemplated in the 
MOU and any related transactions and/or corporate re-organisation required to give effect to the 
Indigenisation by CHZ of the Company; and

2
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3.1.3  receipt by CHZ and the Company of written confirmation of the unconditional withdrawal by the 
Zimbabwe Ministry of Mines and Mining Development of the letter sent by it to the Company 
dated 13 December 2011 requiring the Company to reach agreement with the Zimbabwean Mining 
Development Corporation regarding the Indigenisation of the Company.

3.2  The Parties shall use all commercially reasonable endeavours to procure the fulfilment of the conditions 
precedent stipulated in clause 3.1.

3.3  The conditions in clause 3.1 above are stipulated for the benefit of CHZ and CHZ may waive any one or all 
of those conditions by way of written notice to the Subscriber.

3.4  In the event of the conditions stipulated in clause 3.1 not being fulfilled or waived on or before 30 
September 2012, or on or before such later date as CHZ and the Company may agree upon in writing, this 
Agreement shall lapse and shall be of no further force or effect and no Party shall have any claim against the 
other Parties arising from the provisions of this Agreement or the termination thereof.

4  SUBSCRIPTION

4.1  The Subscriber hereby subscribes for the Subscription Shares.

4.2  The Company hereby accepts the subscription for the Subscription Shares as set out in clause 4.1, and 
undertakes to allot and issue the Subscription Shares to the Subscriber on the Closing Date.

5  PRICE AND PAYMENT

5.1  The Subscription Price for the Subscription Shares shall be the sum of US$ 11,742,439.02 (eleven million 
seven hundred and forty two thousand four hundred and thirty nine US Dollars and two cents), which 
amount shall be debited to the Loan Account which shall:

3
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5.1.1  bear compound Interest from the Closing Date to the date of repayment, both dates inclusive; and

5.1.2  be paid in instalments on the date of payment of dividends by the Company from time to time, in an 
amount equal to 80% (eighty percent) of the dividends payable to the Subscriber, after deduction of 
withholding or any other taxes, in respect of the Subscription Shares. Each such payment shall be 
credited to the Loan Account in part settlement of Interest in the first instance and thereafter in 
settlement of capital owing in respect of the Subscription Price.  Such payments shall cease once 
the Loan Account has been settled.

5.2  The remaining 20% (twenty percent) of the dividends payable to the Subscriber shall be paid by the 
Company to the Subscriber after deduction of any Zimbabwean withholding or other tax or levies that may 
be applicable on the full amount of dividends declared by the Company.

5.3  The Subscriber hereby irrevocably authorises the Company to apply dividends declared and becoming due 
for payment to the Subscriber, in the manner set out in clause 5.1.2.

5.4  The Subscriber shall be entitled to transfer the Subscription Shares to any party provided that:

5.4.1  the Company shall not register the transfer of the Subscription Shares unless the transferee 
acknowledges in writing to the Company that those shares are subject to the dividend rights in 
clause 5.1.2; and

5.4.2  any transfer of the Subscription Shares will not result in non-compliance by CHZ or the Company 
with the requirements of the Indigenisation Act and the Regulations.

5.5  The amount due in respect of the Subscription Price and Interest shall be payable free of any deduction or set 
off and any taxes that may be levied thereon, which shall be for the account of the Subscriber.

6  FUNDING

6.1  If the Directors should at any time resolve to call on the shareholders of the Company to advance capital to 
the Company, either by way of share capital or loans, the Subscriber shall advance such capital pro rata to 
its shareholding in the Company at the date on which the Directors determine that the capital is required.

4
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6.1.1  If the Subscriber is unable or unwilling to provide the capital required in terms of clause 6.1, then it 
shall notify the Company in writing to that effect within 30 (thirty) days of the date on which it is 
advised in writing (“the Finance Date”) by the Company that capital is required from it.

6.1.2  If the Company should receive a notice contemplated in clause 6.1.1, or if the Subscriber should 
fail to give a notice as contemplated in clause 6.1.1 and should fail to comply with its obligation to 
advance capital to the Company in terms of this clause 6.1 within 90 (ninety) days from the Finance 
Date, and if CHZ is prepared to provide the amount of the finance which the Subscriber was 
required to advance to the Company, then CHZ shall notify the Company in writing to that effect 
within 10 (ten) Business Days of receipt of the notice referred to in clause 6.1.1, or of failure by the 
Subscriber to advance capital as required in terms of this clause 6.1.

6.2  If the Subscriber is called upon to advance an amount to the Company in terms of clause 6.1 above, and if 
the Subscriber has declined or, as the case may be, failed to comply with such request in accordance with the 
provisions of clauses 6.1.1 and 6.1.2, then, if it shall have exercised the right to advance to the Company the 
amount which the Subscriber has declined to advance, CHZ shall have the right, to call upon the Subscriber 
to sell to it such number of shares at par as shall, after transfer thereof into the name of CHZ, result in CHZ 
holding such percentage of the issued voting capital of the Company as shall be equal to the percentage 
which the aggregate of loan capital and share capital contributed by CHZ to the Company constitutes of the 
total capital contributed by all shareholders by way of share capital and loan capital.

7  DIRECTORS

7.1  The board of Directors shall be comprised of a minimum of 8 (eight) Directors.

7.2  The Parties agree that:

7.2.1  the Subscriber shall be entitled to appoint 1 (one) Director who shall be acceptable to the majority 
of the board of directors of the Company whose acceptance shall not be unreasonably withheld; and

7.2.2  CHZ shall be entitled to appoint 4 (four) Directors.

7.3  The Subscriber and CHZ shall have the right, from time to time, by notice in writing to the Company, to 
remove a Director nominated by it in terms of clause 7.1 as a Director and to nominate, in accordance with 
clause 7.2 another person in the place of the Director so removed.

5
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8  MANAGEMENT

The management of the Company shall continue to be undertaken by Greenstone Management Services (Proprietary) 
Limited ("Greenstone") in terms of the existing management agreement between Greenstone and the Company on at 
least identical terms and conditions as set out in Schedule 1 hereto.

9  CONFIDENTIALITY

9.1  All communications between the Parties and all information and other materials supplied to or received by a 
Party from any of the other Parties which relates in any way to this Agreement and to the Company shall be 
kept confidential by the Parties unless or until the relevant Party can reasonably demonstrate that:

9.1.1  any such communication, information or material is, or part of it is, in the public domain through no 
fault of its own; or

9.1.2  any such communication, information or material has been lawfully obtained from any third party; 
or

9.1.3  the information is already lawfully known to the relevant Party at the time  that Party receives such 
information; or

9.1.4  the relevant Party is obliged by law to disclose such information,

whereupon this obligation in respect of that information shall cease.

9.2  The Parties shall use their best endeavours to procure the observance of these restrictions and shall take all 
reasonable steps to minimise the risk of disclosure of confidential information by ensuring that only they 
themselves and such of their employees, agents or consultants whose duties will require them to possess any 
of such information shall have access to such information, and will be instructed to treat the same as 
confidential.

9.3  The obligation contained in this clause 9 shall endure, even after the termination of this Agreement, without 
limit in point of time, except and until such confidential information falls within any of the provisions of 
clauses 9.1.1 to 9.1.4, and shall be subject to the Company's confidentiality regime at the Signature Date.

6
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10SUPPORT

The Parties undertake at all times to do all such things, perform all such actions and take such steps (including in 
particular the exercise of their voting rights in the Company) and to procure the doing of all such things, the 
performance of all such actions and taking of all such steps as may be open to them and necessary for or incidental to 
the putting into effect the provisions of this Agreement.

11  DOMICILIUM CITANDI ET EXECUTANDI

11.1  Each Party chooses the address set out opposite its name below as its domicilium citandi et executandi at 
which all notices, legal processes and other communications must be delivered for the purposes of this 
Agreement:

11.1.1  the Subscriber 12th Floor, Social Security Centre
cnr Sam Nujoma Street & Julius Nyerere Way
Harare
Zimbabwe

Fax: +263 4 750 139
Email: chapfikadvd@yahoo.co.uk,
wgwatiringa@nieeb.co.zw and
endhlovu@nieeb.co.zw

[For attention: Mr David Chapfika – Chairman 
NIEEB and Mr Wilson Gwatiringa – Chief Executive 
Officer [NIEEB]

11.1.2  the Company 6th Floor Red Bridge NE
Eastgate
3rd Street and R. Mugabe Road
Harare
Zimbabwe

Fax: 263 284 23193
Email: CMangezi@blanketmine.com
[For attention: Mr. Caxton Mangezi]

11.1.3   CHZ 6th Floor Red Bridge NE
Eastgate
3rd Street and R Mugabe Road
Harare
Zimbabwe

Fax: +27 11 447 2554
Email: SCurtis@greenstone.co.za
[For attention: Mr. Steve Curtis]

7
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11.2  Any notice or communication required or permitted to be given in terms of this Agreement shall be valid and 
effective only if in writing, and delivered by hand or sent or transmitted by registered post, telefax or by 
email.

11.3  Each Party may by written notice to the other Parties change its chosen address and/or its chosen telefax 
number and/or its email address to another physical address, telefax number or email, provided that the 
change shall become effective on the fourteenth day after the receipt of the notice by the addressee.

11.4  Any notice to a Party:

11.4.1  sent by prepaid registered post to it at its chosen address;

11.4.2  delivered by hand to a responsible person during ordinary business hours at its chosen address;

11.4.3  transmitted during ordinary office hours by facsimile to its chosen telefax number; or

11.4.4  transmitted during ordinary office hours by email to its chosen email address,

unless the contrary is proved, shall be deemed to have been received, in the case of clause 11.4.1, on the 7th

(seventh) Business Day after posting and, in the case of clauses 11.4.2, 11.4.3 and 11.4.4, on the day of 
delivery or transmission as the case may be.

12BREACH AND TERMINATION

12.1  Should a Party (“the Defaulting Party”) commit a breach of any provision of this Agreement and fail to 
remedy such breach within 14 (fourteen) days from the date of written notice from any other Party to this 
Agreement (“the Aggrieved Party”) calling upon it to do so, the Aggrieved Party shall have the right, 
without prejudice to any other rights available in law, either:

12.1.1  if the breach complained of can be fully remedied by the payment of money, to take whatever 
action may be necessary to obtain payment of the amounts required by the Aggrieved Party to 
remedy such breach; or

8
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12.1.2  if the breach complained of cannot be fully remedied by the payment of money, or, alternatively, 
if it can be so remedied and payment of any amounts claimed by the Aggrieved Party in terms of
clause 12.1.1 is not made to the Aggrieved Party within 7 (seven) days of the date of 
determination through arbitration or legal process of the amount legally payable, to take whatever 
action may be necessary to enforce its rights under this Agreement or to terminate this 
Agreement,

and in either event to claim such damages as it may have suffered as a result of such breach of contract.

12.2  The Defaulting Party shall be liable for all costs and expenses (calculated on an attorney and own client 
scale) incurred as a result of or in connection with the default.

12.3  Without limiting the generality of this clause 12, if at any time it is or becomes unlawful for the Company to 
perform or comply with any or all of its obligations under this Agreement or any of its obligations under this 
Agreement are not or cease to be legal, valid, binding and enforceable, the Company shall be entitled, 
without prejudice to any other rights or remedies which it may have under this Agreement or otherwise, by 
written notice to the Subscriber, to claim immediate payment of the balance of the Subscription Price and all 
Interest accrued in terms thereof regardless of whether or not such amounts are then otherwise due and 
payable.

12.4  Should the Company terminate this Agreement in the circumstances contemplated in this clause 12, the 
Company shall have the right, exercisable by written notice given to the Subscriber to purchase from the 
Subscriber all of the Subscription Shares at a value determined by the Auditors less any amounts owed by 
the Subscriber to the Company in terms of clause 5.1.

13  ARBITRATION

13.1  Any dispute arising out of this Agreement or the interpretation thereof, both while in force and after its 
termination, shall be submitted to and determined by arbitration in accordance with the provisions of the 
First Schedule to the Arbitration Act, 6 of 1996, (for the purpose of this clause 13, ("the Act").  Such 
arbitration shall be held in Harare unless otherwise agreed and shall be held in a summary manner with a 
view to it being completed as soon as possible.

13.2  There shall be one arbitrator, who shall be, if the question in issue is:

9
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13.2.1  primarily an accounting matter, an independent chartered accountant of not less than 10 (ten) years' 
standing;

13.2.2  primarily a legal matter, a practising Senior Counsel or commercial attorney of not less than 10 
(ten) years' standing; and

13.2.3  any other matter, a suitably qualified independent person.

13.3  The appointment of the arbitrator shall be agreed upon between the Parties, but failing agreement between 
them within a period of 14 (fourteen) days after the arbitration has been demanded by a Party by notice in 
writing to the others, a Party shall be entitled to request the Commercial Arbitration Centre in Harare to 
make the appointment.

13.4  The arbitrator shall have the powers conferred upon an arbitrator under the Act.

13.5  A Party shall have the right to appeal against the decision of the arbitrator in accordance with the Act.  The 
decision resulting from such appeal shall be final and binding on the Parties, and may be made an order of 
any court of competent jurisdiction.  The Parties hereby submit to the jurisdiction of the High Court of 
Zimbabwe sitting at Harare should a Party wish to make the arbitrator's decision an order of Court.

13.6  The fact that any dispute has been referred to or is the subject of arbitration in terms of this clause 13, as 
well as any information submitted or furnished to the arbitrators or in any other manner forming part of the 
record of any arbitration proceedings, shall be kept confidential by the parties to such arbitration 
proceedings, and the parties to such proceedings shall use their reasonable endeavours to procure that all 
their employees, agents or advisers who are involved in or who obtain knowledge of any confidential 
information disclosed during such proceedings, shall be made aware of, and shall undertake in writing to be 
bound by, and to comply with, the provisions of this clause 13.

14  GOVERNING LAW AND JURISDICTION

14.1  The interpretation of this Agreement shall be governed by the law of Zimbabwe in all respects.

14.2  Any Party shall be entitled to institute all or any proceedings against any of the other Parties in connection 
with this Agreement in the High Court of Zimbabwe sitting at Harare.

10
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15  INTERPRETATION

15.1  In this Agreement, unless the context requires otherwise:

15.1.1  words importing any one gender shall include the other 2 (two) genders;

15.1.2  the singular shall include the plural and vice versa; and

15.1.3  a reference to natural persons shall include created entities (corporate or unincorporated) and vice 
versa.

15.2  In this Agreement, the headings have been inserted for convenience only and shall not be used for nor assist 
or affect its interpretation.

15.3  If anything in a definition is a substantive provision conferring rights or imposing obligations on anyone, 
effect shall be given to it as if it were a substantive provision in the body of this Agreement.

16  GENERAL

16.1  This Agreement contains the entire agreement between the Parties as to the subject matter hereof.

16.2  No Party shall have any claim or right of action arising from any undertaking, representation or warranty not 
included in this Agreement.

16.3  No failure by a Party to enforce any provision of this Agreement shall constitute a waiver of such provision 
or affect in any way that Party’s right to require performance of any such provision at any time in the future, 
nor shall the waiver of any subsequent breach nullify the effectiveness of the provision itself.

16.4  No agreement to vary, add to, or cancel this Agreement shall be of any force or effect unless reduced to 
writing and signed on behalf of all of the Parties to this Agreement.

16.5  No Party may cede any of its rights or delegate any of its obligations under this Agreement without the prior 
written consent of the other Parties to this Agreement.

16.6  This Agreement may be signed in counterparts, in which event the originals together will constitute the 
entire agreement between the Parties.

11
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17  COSTS

Each Party shall bear its own costs to be incurred in connection with the drafting and negotiation of this Agreement.

18  WARRANTY

The Company and CHZ warrant that the shareholder of the Company does not at the Signature Date have any liability 
for the unlawful conduct of the business and affairs of the Company.

SIGNED at Johannesburg on 12 June 2012

For and on behalf of: NATIONAL INDIGENISATION ECONOMIC EMPOWERMENT FUND

______________________________
Signatory: D. Chapfika
Capacity: Chairman NIEEB 
Authority: Board Resolution

Witness: ______________________________
Name:

SIGNED at Johannesburg on 12 June 2012

For: BLANKET MINE (1983) (PRIVATE) LIMITED

____________________________________
Signatory: S.R. Curtis
Capacity:  Director
Authority:  Board Resolution

Witness: ______________________________
Name:

12
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SIGNED at Johannesburg on 12 June 2012

For: CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) LIMITED

_________________________________
Signatory: S.E. Hayden
Capacity:  Director
Authority:  Board Resolution

Witness: ______________________________
Name:
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SCHEDULE 1

MANAGEMENT AGREEMENT

14
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SUBSCRIPTION AGREEMENT

between

FREMIRO INVESTMENTS (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 5560/2011)
("the Subscriber")

and

BLANKET MINE (1983) (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 172/69)
("the Company" )

and

CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 5/45)
("CHZ")
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 1  DEFINITIONS

In this Agreement, unless the context indicates otherwise, the words and expressions set out below shall have the 
meaning assigned to them and cognate expressions shall have a corresponding meaning, namely:

1.1 Agreement means this subscription agreement;

1.2 Auditors means the Company’s auditors as at the Signature 
Date or failing that, at the election of the board of 
directors of the Company, Deloitte, KPMG or 
Ernst & Young;

1.3 Business Day means any day that is not a Saturday, Sunday or 
public holiday in Zimbabwe;

1.4 Closing Date means the 5th (fifth) Business Day after the 
fulfilment of the suspensive conditions in clause 3;

1.5 Directors means the directors of the Company from time to 
time appointed in accordance with clause 7;

1.6 Indigenisation means the process and objectives contemplated in 
the Indigenisation Act and the Regulations;

1.7 Indigenisation Act means the Indigenisation and Economic 
Empowerment Act [Chapter 14.33];

1.8 Interest means interest calculated monthly in arrears at 10 
(ten) percentage points above the 12 month LIBOR 
base rate published by REUTERS  from time to 
time;

1.9 Loan Account means the loan account to be opened in the 
Subscriber's name in the books of the Company;

1.10 MOU means the memorandum of understanding 
concluded and signed by Caledonia Mining 
Corporation, CHZ, the Company, and the Minister 
of Youth, Development, Indigenisation and 
Empowerment of the Government of Zimbabwe on 
20 February 2012;

1
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1.11 Parties means CHZ, the Company, and the Subscriber and 
"Party" means any one of them, as the context may 
indicate;

1.12 Regulations means the Indigenisation and Economic 
Empowerment (General) Regulations, 2010;

1.13 Signature Date means the date of signature of this Agreement by 
the Party last in time to do so;

1.14 Subscription Price means the subscription price for the Subscription 
Shares as set out in clause 5.1; and

1.15 Subscription Shares means 6,420,000 (six million four hundred and 
twenty thousand) “A” class shares representing 
15% (fifteen per cent) of the issued share capital of 
the Company after the implementation of the 
transactions envisaged in the MOU which will total 
42,800,000 shares.

2  BACKGROUND

2.1  CHZ and the Company have agreed to the Indigenisation of the Company in accordance with the provisions 
of the MOU.

2.2  In terms of the MOU, the Company and the Subscriber are required to conclude an agreement in terms of 
which the Subscriber will subscribe for the Subscription Shares.

2.3  The Parties wish to record the terms on which the Subscriber will subscribe for the Subscription Shares.

 3  CONDITIONS PRECEDENT

3.1  The implementation of this Agreement is, save for the provisions of clauses 1,  6.2 to 17, inclusive, which 
will be of immediate force and effect, subject to:

3.1.1  receipt by CHZ and the Company of written confirmation from the Ministry of Youth, 
Development, Indigenisation and Empowerment of the Government of Zimbabwe that the 
implementation of this Agreement constitutes compliance by CHZ and the Company with the 
requirements of the Indigenisation Act and the Regulations;

2
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3.1.2  receipt by CHZ and the Company of the approvals, to the extent certified in writing by the Auditors 
to be required by law, by the Reserve Bank of Zimbabwe of the transactions contemplated in the 
MOU and any related transactions and/or corporate re-organisation required to give effect to the 
Indigenisation by CHZ of the Company; and

3.1.3  receipt by CHZ and the Company of written confirmation of the unconditional withdrawal by the 
Zimbabwean Ministry of Mines and Mining Development of the letter sent by it to the Company 
dated 13 December 2011 requiring the Company to reach agreement with the Zimbabwean Mining 
Development Corporation regarding the Indigenisation of the Company.

3.2  The Parties shall use all commercially reasonable endeavours to procure the fulfilment of the conditions 
precedent stipulated in clause 3.1.

3.3  In the event that CHZ is unable to obtain the confirmation stipulated in 3.1 on or before 30 September 2012, 
CHZ may at its sole discretion, renegotiate the terms of this agreement.

4  SUBSCRIPTION

4.1  The Subscriber hereby subscribes for the Subscription Shares.

4.2  The Company hereby accepts the subscription for the Subscription Shares as set out in clause 4.1, and 
undertakes to allot and issue the Subscription Shares to the Subscriber on the Closing Date.

5PRICE AND PAYMENT

5.1  The Subscription Price for the Subscription Shares shall be the sum of US$ 11,008,536 (eleven million and 
eight thousand five hundred and thirty six dollars ), which amount shall be debited to the Loan Account 
which Loan Account shall:

5.1.1  bear compound Interest from the Closing Date to the date of repayment, both dates inclusive; and

5.1.2  be paid in instalments on the date of payment of dividends by the Company from time to time, in an 
amount equal to 80% (eighty percent) of the dividends payable to the Subscriber, after deduction of 
withholding or any other taxes, in respect of the Subscription Shares. Each such payment shall be 
credited to the Loan Account in part settlement of Interest in the first instance and thereafter in 
settlement of capital owing in respect of the Subscription Price. Such payments shall cease once the 
full loan amount has been settled.

3
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5.2  The remaining 20% (twenty percent) of the dividends payable to the Subscriber shall be paid by the 
Company to the Subscriber after deduction of any Zimbabwean withholding or other tax or levies that may 
be applicable on these dividends declared.

5.3  The Subscriber hereby irrevocably authorises the Company to apply dividends declared and becoming due 
for payment to the Subscriber, in the manner set out in clause 5.1.2.

5.4  For as long as any amounts are owed to the Company by the Subscriber in respect of the Subscription Price 
in terms of clause 5.1 the Subscriber may not, without prior written consent of CHZ, cede any right, title or 
interest in, pledge, or otherwise encumber any Subscription Share.

5.5  The amount due in respect of the Subscription Price and Interest shall be payable free of any deduction or set 
off and any taxes that may be levied thereon, which shall be for the account of the Subscriber.

6  FUNDING

6.1  If the Directors should at any time resolve to call on the shareholders of the Company to advance capital to 
the Company, either by way of share capital or loans, the Subscriber shall advance such capital pro rata to 
its shareholding in the Company at the date on which the Directors determine that the capital is required.

6.1.1  If the Subscriber is unable or unwilling to provide the capital required in terms of clause 6.1, then it 
shall notify the Company in writing to that effect within 30 (thirty) days of the date on which it is 
advised in writing (“the Finance Date”) by the Company that capital is required from it.

6.1.2  If the Company should receive a notice contemplated in clause 6.1.1, or if the Subscriber should 
fail to give a notice as contemplated in clause 6.1.1 and should fail to comply with its obligation to 
advance capital to the Company in terms of this clause 6.1 within 90 (ninety) days from the Finance 
Date, and if CHZ is prepared to provide the amount of the finance which the Subscriber was 
required to advance to the Company, then CHZ shall notify the Company in writing to that effect 
within 10 (ten) Business Days of receipt of the notice referred to in clause 6.1.1, or of failure by the 
Subscriber to advance capital as required in terms of this clause 6.1.

4
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6.2  If the Subscriber is called upon to advance an amount to the Company in terms of clause 6.1 above, and if 
the Subscriber has declined or, as the case may be, failed to comply with such request in accordance with the 
provisions of clauses 6.1.1 and 6.1.2, then, if it shall have exercised the right to advance to the Company the 
amount which the Subscriber has declined to advance, CHZ shall have the right to call upon the Subscriber 
to sell to CHZ such number of shares at par as shall, after transfer thereof into the name of CHZ, result in 
CHZ holding such percentage of the issued voting capital of the Company as shall be equal to the percentage 
which the aggregate of loan capital and share capital contributed by CHZ to the Company constitutes of the 
total capital contributed by all shareholders by way of share capital and loan capital

7  DIRECTORS

7.1  The board of Directors shall be comprised of a minimum of 8 (eight) Directors.

7.2  The Parties agree that:

7.2.1  the Subscriber shall be entitled to appoint 1 (one) Director who shall be acceptable to the majority 
of the Board of Directors of the Company whose acceptance shall not be unreasonably withheld; 
and

7.2.2  CHZ shall be entitled to appoint 4 (four) Directors.

7.3  The Subscriber and CHZ shall have the right, from time to time, by notice in writing to the Company, to 
remove a Director nominated by it in terms of clause 7.1 as a Director and to nominate, in accordance with 
clause 7.2 another person in the place of the Director so removed.

8  MANAGEMENT OF THE COMPANY

For as long as any amounts are owed to the Company by the Subscriber on the Loan Account, the management of the 
Company shall continue to be undertaken by Greenstone Management Services (“Greenstone”) in terms of the 
existing management agreement between Greenstone and the Company on   identical terms and conditions. The 
Parties undertake to vote in favour of all resolutions necessary to give effect to this clause 8 , failing which the 
vendor funding shall immediately be withdrawn and, the Subscriber asked to settle the outstanding balance in cash 
within 90 days of such notice, failing which the outstanding principal amount and interest shall automatically be 
converted into equivalent A shares and issued to CHZ.

5
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9CONFIDENTIALITY

9.1  All communications between the Parties and all information and other materials supplied to or received by a 
Party from any of the other Parties which relates in any way to this Agreement and to the Company shall be 
kept confidential by the Parties unless or until the relevant Party can reasonably demonstrate that:

9.1.1  any such communication, information or material is, or part of it is, in the public domain through no 
fault of its own; or

9.1.2  any such communication, information or material has been lawfully obtained from any third party; 
or

9.1.3  the information is already lawfully known to the relevant Party at the time  that Party receives such 
information; or

9.1.4  the relevant Party is obliged by law to disclose such information,

whereupon this obligation in respect of that information shall cease.

9.2  The Parties shall use their best endeavours to procure the observance of these restrictions and shall take all 
reasonable steps to minimise the risk of disclosure of confidential information by ensuring that only they 
themselves and such of their employees, agents or consultants whose duties will require them to possess any 
of such information shall have access to such information, and will be instructed to treat the same as 
confidential.

9.3  The obligation contained in clause 9.2 shall endure, even after the termination of this Agreement, without 
limit in point of time, except and until such confidential information falls within any of the provisions of 
clauses 9.1.1 to 9.1.4, and shall be subject to the Company's confidentiality regime at the Signature Date.

 10SUPPORT

The Parties undertake at all times to do all such things, perform all such actions and take such steps (including in 
particular the exercise of their voting rights in the Company) and to procure the doing of all such things, the 
performance of all such actions and taking of all such steps as may be open to them and necessary for or incidental to 
the putting into effect the provisions of this Agreement.

6
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11  DOMICILIUM CITANDI ET EXECUTANDI

11.1  Each Party chooses the address set out opposite its name below as its domicilium citandi et executandi at 
which all notices, legal processes and other communications must be delivered for the purposes of this 
Agreement:

11.1.1   the Subscriber    58 Broadlands Road

Emerald Hill,
Harare,
Zimbabwe

Fax: To be advised
Email:july.ndlovu@mweb.co.za
[For attention: July Ndlovu]

11.1.2  the Company    6th Floor Red Bridge NEEastgate 
3rd Street and R. Mugabe Road
Harare
Zimbabwe

Fax: 263 284 23193
Email: CMangezi@blanketmine.com
[For attention: Mr. Caxton Mangezi]

11.1.3   CHZ 6th Floor Red Bridge NEEastgate 
 3rd Street and R Mugabe Road
 Harare
 Zimbabwe

Fax: +27 11 447 2554
Email: SCurtis@caledoniamining.com
[For attention: Mr. Steven Curtis]

11.2  Any notice or communication required or permitted to be given in terms of this Agreement shall be valid and 
effective only if in writing, and delivered by hand or sent or transmitted by registered post, telefax or by 
email.

11.3  Each Party may by written notice to the other Parties change its chosen address and/or its chosen telefax 
number and/or its email address to another physical address, telefax number or email, provided that the 
change shall become effective on the fourteenth day after the receipt of the notice by the addressee.
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11.4  Any notice to a Party:

11.4.1  sent by prepaid registered post to it at its chosen address;

11.4.2  delivered by hand to a responsible person during ordinary business hours at its chosen address;

11.4.3  transmitted during ordinary office hours by facsimile to its chosen telefax number; or

11.4.4  transmitted during ordinary office hours by email to its chosen email address,

unless the contrary is proved, shall be deemed to have been received, in the case of clause 11.4.1, on the 7th

(seventh) Business Day after posting and, in the case of clauses 11.4.2, 11.4.3 and 11.4.4, on the day of 
delivery or transmission as the case may be.

12BREACH AND TERMINATION

12.1  Should a Party (“the Defaulting Party”) commit a breach of any provision of this Agreement and fail to 
remedy such breach within 14 (fourteen) days from the date of written notice from any other Party to this 
Agreement (“the Aggrieved Party”) calling upon it to do so, the Aggrieved Party shall have the right, 
without prejudice to any other rights available in law, either:

12.1.1  if the breach complained of can be fully remedied by the payment of money, to take whatever 
action may be necessary to obtain payment of the amounts required by the Aggrieved Party to 
remedy such breach; or

12.1.2  if the breach complained of cannot be fully remedied by the payment of money, or, alternatively, 
if it can be so remedied and payment of any amounts claimed by the Aggrieved Party in terms of
clause 12.1.1 is not made to the Aggrieved Party within 7 (seven) days of the date of 
determination through arbitration or legal process of the amount legally payable, to take whatever 
action may be necessary to enforce its rights under this Agreement or to terminate this 
Agreement,

and in either event to claim such damages as it may have suffered as a result of such breach of contract.

12.2  The Defaulting Party shall be liable for all costs and expenses (calculated on an attorney and own client 
scale) incurred as a result of or in connection with the default.

12.3  Without limiting the generality of this clause 12, if at any time it is or becomes unlawful for the Company to 
perform or comply with any or all of its obligations under this Agreement or any of its obligations under this 
Agreement are not or cease to be legal, valid, binding and enforceable, the Company shall be entitled, 
without prejudice to any other rights or remedies which it may have under this Agreement or otherwise, by 
written notice to the Subscriber, to claim immediate payment of the balance of the Subscription Price and all 
Interest accrued in terms thereof regardless of whether or not such amounts are then otherwise due and 
payable.

12.4  Notwithstanding the aforesaid, should the Subscriber institute and/or cause to be instituted, any legal action 
of any nature whatsoever against the Company, the Company shall have the right, exercisable by written 
notice given to the Subscriber at any time after the institution of any such legal action, to terminate this 
Agreement and purchase from the Subscriber all of the Subscription Shares at a value determined by the 
Auditors less any amounts owed by the Subscriber to the Company in terms of clause 5.1.

13ARBITRATION

13.1  Any dispute arising out of this Agreement or the interpretation thereof, both while in force and after its 
termination, shall be submitted to and determined by arbitration in accordance with the provisions of the 
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First Schedule to the Arbitration Act, 6 of 1996, (for the purpose of this clause 13, ("the Act"). Such 
arbitration shall be held in Harare unless otherwise agreed and shall be held in a summary manner with a 
view to it being completed as soon as possible.

13.2  There shall be one arbitrator, who shall be, if the question in issue is:

13.2.1  primarily an accounting matter, an independent chartered accountant of not less than 10 (ten) years' 
standing;

13.2.2  primarily a legal matter, a practising Senior Counsel or commercial attorney of not less than 10 
(ten) years' standing; and

13.2.3  any other matter, a suitably qualified independent person.

13.3  The appointment of the arbitrator shall be agreed upon between the Parties, but failing agreement between 
them within a period of 14 (fourteen) days after the arbitration has been demanded by a Party by notice in 
writing to the others, a Party shall be entitled to request the High Court of Zimbabwe to make the 
appointment.
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13.4  The arbitrator shall have the powers conferred upon an arbitrator under the Act.

13.5  A Party shall have the right to appeal against the decision of the arbitrator in accordance with the Act. The 
decision resulting from such appeal shall be final and binding on the Parties, and may be made an order of 
any court of competent jurisdiction. The Parties hereby submit to the jurisdiction of the High Court of 
Zimbabwe sitting at Harare should a Party wish to make the arbitrator's decision an order of Court.

13.6  The fact that any dispute has been referred to or is the subject of arbitration in terms of this clause 13, as 
well as any information submitted or furnished to the arbitrators or in any other manner forming part of the 
record of any arbitration proceedings, shall be kept confidential by the parties to such arbitration 
proceedings, and the parties to such proceedings shall use their reasonable endeavours to procure that all 
their employees, agents or advisers who are involved in or who obtain knowledge of any confidential 
information disclosed during such proceedings, shall be made aware of, and shall undertake in writing to be 
bound by, and to comply with, the provisions of this clause 13.

14 GOVERNING LAW AND JURISDICTION

14.1  The interpretation of this Agreement shall be governed by the law of the Zimbabwe in all respects.

14.2  Any Party shall be entitled to institute all or any proceedings against any the other Parties in connection with 
this Agreement in the High Court of Zimbabwe sitting at Harare.

15 INTERPRETATION

15.1  In this Agreement, unless the context requires otherwise :

15.1.1  words importing any one gender shall include the other 2 (two) genders;

15.1.2  the singular shall include the plural and vice versa; and

15.1.3  a reference to natural persons shall include created entities (corporate or unincorporated) and vice 
versa.

9
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15.2  In this Agreement, the headings have been inserted for convenience only and shall not be used for nor assist 
or affect its interpretation.

15.3  If anything in a definition is a substantive provision conferring rights or imposing obligations on anyone, 
effect shall be given to it as if it were a substantive provision in the body of this Agreement.

16  GENERAL

16.1  This Agreement contains the entire agreement between the Parties as to the subject matter hereof.

16.2  No Party shall have any claim or right of action arising from any undertaking, representation or warranty not 
included in this Agreement.

16.3  No failure by a Party to enforce any provision of this Agreement shall constitute a waiver of such provision 
or affect in any way that Party’s right to require performance of any such provision at any time in the future, 
nor shall the waiver of any subsequent breach nullify the effectiveness of the provision itself.

16.4  No agreement to vary, add to, or cancel this Agreement shall be of any force or effect unless reduced to 
writing and signed on behalf of all of the Parties to this Agreement.

16.5  No Party may cede any of its rights or delegate any of its obligations under this Agreement without the prior 
written consent of the other Parties to this Agreement.

16.6  This Agreement may be signed in counterparts, in which event the originals together will constitute the 
entire agreement between the Parties.

17  COSTS

Each Party shall bear its own costs to be incurred in connection with the drafting and negotiation of this Agreement.

 18   WARRANTY

The Company and CHZ warrant that the shareholder of the Company does not at the date of this agreement have any 
liability for the unlawful conduct of the business and affairs of the Company.

10
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SIGNED at on 2012

For: BLANKET MINE (1983) (PRIVATE) LIMITED

_________________________________
Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) 
LIMITED

_________________________________
Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: FREMIRO INVESTMENTS (PRIVATE) LIMITED

_________________________________
Signatory:
Capacity:
Authority:
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SUBSCRIPTION AGREEMENT

between

BLANKET EMPLOYEE TRUST SERVICES (PRIVATE) LIMITED
(a company to be incorporated in Zimbabwe)
("the Subscriber")

and

BLANKET MINE (1983) (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 172/69)
("the Company" )

and

CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 5/45)
("CHZ" )
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1  DEFINITIONS

In this Agreement, unless the context indicates otherwise, the words and expressions set out below shall have the 
meaning assigned to them and cognate expressions shall have a corresponding meaning, namely:

1.1 Agreement means this subscription agreement;

1.2 Auditors means the Company’s auditors as at the Signature 
Date or failing that, at the election of the board of 
directors of the Company, Deloitte, KPMG or 
Ernst & Young;

1.3 Business Day means any day that is not a Saturday, Sunday or 
public holiday in Zimbabwe;

1.4 Closing Date means the 5th (fifth) Business Day after the 
fulfilment of the suspensive conditions in clause 3;

1.5 Directors means the directors of the Company from time to 
time appointed in accordance with clause 7;

1.6 Indigenisation means the process and objectives contemplated in 
the Indigenisation Act and the Regulations;

1.7 Indigenisation Act means the Indigenisation and Economic 
Empowerment Act [Chapter 14.33];

1.8 Interest means interest calculated monthly in arrears at 10 
(ten) percentage points above the 12 (twelve) 
month London InterBank Offered Rate published 
by Thomson Reuters from time to time;

1.9 Loan Account means the loan account to be opened in the 
Subscriber's name in the books of the Company;

1.10 MOU means the memorandum of understanding 
concluded by Caledonia Mining Corporation, 
CHZ, the Company, and the Minister of Youth, 
Development, Indigenisation and Empowerment of 
the Government of Zimbabwe on 20 February 
2012;
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1.11 Parties means CHZ, the Company, and the Subscriber and 
"Party" means any one of them, as the context may 
indicate;

1.12 Regulations means the Indigenisation and Economic 
Empowerment (General) Regulations, 2010;

1.13 Signature Date means the date of signature of this Agreement by 
the Party last in time to do so;

1.14 Subscription Price means the subscription price for the Subscription 
Shares as set out in clause 5.1; and

1.15 Subscription Shares means 4,280,000 (four million two hundred and 
eighty thousand) “A” class shares representing 
10% (ten percent) of the issued share capital of the 
Company after the implementation of the 
transactions envisaged in the MOU.

2  BACKGROUND

2.1  CHZ and the Company have agreed to the Indigenisation of the Company in accordance with the provisions 
of the MOU.

2.2  In terms of the MOU, the Company is required to issue the Subscription Shares to the Blanket Mine 
Employee Trust.

2.3  The Company has procured the incorporation of the Subscriber for the purpose of subscribing for and 
holding the Subscription Shares and the Blanket Mine Employee Trust will, on its formation, acquire the 
entire issued share capital of the Subscriber.

2.4  The Parties wish to record the terms on which the Subscriber will subscribe for the Subscription Shares.

3  CONDITIONS PRECEDENT

3.1  The implementation of this Agreement is, save for the provisions of clauses 1, 3 and 7 to 18, inclusive, 
which will be of immediate force and effect, subject to:

2
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3.1.1  receipt by CHZ and the Company of written confirmation from the Ministry of Youth, 
Development, Indigenisation and Empowerment of the Government of Zimbabwe that the 
implementation of this Agreement and the other transactions envisaged in the MOU constitutes 
compliance by CHZ and the Company with the requirements of the Indigenisation Act and the 
Regulations;

3.1.2  receipt by CHZ and the Company of the approvals, to the extent certified in writing by the Auditors 
to be required by law, by the Reserve Bank of Zimbabwe of the transactions contemplated in the 
MOU and any related transactions and/or corporate re-organisation required to give effect to the 
Indigenisation by CHZ of the Company; and

3.1.3  receipt by CHZ and the Company of written confirmation of the unconditional withdrawal by the 
Zimbabwe Ministry of Mines and Mining Development of the letter sent by it to the Company 
dated 13 December 2011 requiring the Company to reach agreement with the Zimbabwean Mining 
Development Corporation regarding the Indigenisation of the Company.

3.2  The Parties shall use all commercially reasonable endeavours to procure the fulfilment of the conditions 
precedent stipulated in clause 3.1.

3.3  The conditions in clause 3.1 above are stipulated for the benefit of CHZ and CHZ may waive any one or all 
of those conditions by way of written notice to the Subscriber.

3.4  In the event of the conditions stipulated in clause 3.1 not being fulfilled or waived on or before 30 
September 2012, or on or before such later date as CHZ and the Company agree upon in writing, this 
Agreement shall lapse and shall be of no further force or effect and no Party shall have any claim against the 
other Parties arising from the provisions of this Agreement or the termination thereof.

4SUBSCRIPTION

4.1  The Subscriber hereby subscribes for the Subscription Shares.

4.2  The Company hereby accepts the subscription for the Subscription Shares as set out in clause 4.1, and 
undertakes to allot and issue the Subscription Shares to the Subscriber on the Closing Date.

3

Page 35 of 59exh15_4.htm

3/30/2016https://www.sec.gov/Archives/edgar/data/766011/000110262415000491/exh15_4.htm



5  PRICE AND PAYMENT

5.1  The Subscription Price for the Subscription Shares shall be the sum of US$ 7,339,024 (seven million three 
hundred and thirty nine thousand and twenty four US Dollars), which amount shall be debited to the Loan 
Account which Loan Account shall:

5.1.1  bear compound Interest from the Closing Date to the date of repayment, both dates inclusive; and

5.1.2  be paid in instalments on the date of payment of dividends by the Company from time to time, in an 
amount equal to 80% (eighty percent) of the dividends payable to the Subscriber, after deduction of 
withholding or any other taxes, in respect of the Subscription Shares. Each such payment shall be 
credited to the Loan Account in part settlement of Interest in the first instance and thereafter in 
settlement of capital owing in respect of the Subscription Price. Such payments shall cease once the 
Loan Account has been settled.

5.2  The remaining 20% (twenty percent) of the dividends payable to the Subscriber shall be paid by the 
Company to the Subscriber after deduction of any Zimbabwean withholding or other tax or levies that may 
be applicable on the dividends declared by the Company.

5.3  The Subscriber hereby irrevocably authorises the Company to apply dividends declared and becoming due 
for payment to the Subscriber, in the manner set out in clause 5.1.2.

5.4  For as long as any amounts are owed to the Company by the Subscriber in respect of the Subscription Price 
in terms of clause 5.1, the Subscriber may not, without prior written consent of CHZ, cede any right, title or 
interest in, pledge, or otherwise encumber any Subscription Share.

5.5  The amount due in respect of the Subscription Price and Interest shall be payable free of any deduction or set 
off and any taxes that may be levied thereon, which shall be for the account of the Subscriber.

6  FUNDING

6.1  If the Directors should at any time resolve to call on the shareholders of the Company to advance capital to 
the Company, either by way of share capital or loans, the Subscriber shall advance such capital pro rata to 
its shareholding in the Company at the date on which the Directors determine that the capital is required.

4
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6.1.1  If the Subscriber is unable or unwilling to provide the capital required in terms of clause 6.1, then it 
shall notify the Company in writing to that effect within 30 (thirty) days of the date on which it is 
advised in writing (“the Finance Date”) by the Company that capital is required from it.

6.1.2  If the Company should receive a notice contemplated in clause 6.1.1, or if the Subscriber should 
fail to give a notice as contemplated in clause 6.1.1 and should fail to comply with its obligation to 
advance capital to the Company in terms of this clause 6. within 90 (ninety) days from the Finance 
Date, and if CHZ is prepared to provide the amount of the finance which the Subscriber was 
required to advance to the Company, then CHZ shall notify the Company in writing to that effect 
within 10 (ten) Business Days of receipt of the notice referred to in clause 6.1.1, or of failure by the 
Subscriber to advance capital as required in terms of this clause 6.1.

6.2  If the Subscriber is called upon to advance an amount to the Company in terms of clause 6.1 above, and if 
the Subscriber has declined or, as the case may be, failed to comply with such request in accordance with the 
provisions of clauses 6.1.1 and 6.1.2, then, if it shall have exercised the right to advance to the Company the 
amount which the Subscriber has declined to advance, CHZ shall have the right, to call upon the Subscriber 
to sell such number of shares at par as shall, after transfer thereof into the name of CHZ, result in CHZ 
holding such percentage of the issued voting capital of the Company as shall be equal to the percentage 
which the aggregate of loan capital and share capital contributed by CHZ to the Company constitutes of the 
total capital contributed by all shareholders by way of share capital and loan capital.

7 DIRECTORS

7.1  The board of Directors shall be comprised of a maximum of 8 (eight) Directors.

7.2  The Parties agree that:

7.2.1  the Subscriber shall be entitled to appoint 1 (one) Director, of the Company, who shall be 
acceptable to the majority of the board of directors of the Company whose acceptance shall not be 
unreasonably withheld; and

7.2.2  CHZ shall be entitled to appoint 4 (four) Directors of the Company.

5
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7.3  The Subscriber and CHZ shall have the right, from time to time, by notice in writing to the Company, to 
remove a Director nominated by it in terms of clause 7.1 as a Director and to nominate, in accordance with 
clause 7.2 another person in the place of the Director so removed.

8  MANAGEMENT OF THE COMPANY

For as long as any amounts are owed to the Company by the Subscriber on the Loan Account, the management of the 
Company shall continue to be undertaken by Greenstone Management Services (“Greenstone”) in terms of the 
existing management agreement between Greenstone and the Company on at least identical terms and conditions. The 
Parties undertake to vote in favour of all resolutions necessary to give effect to this clause 8. Should the management 
agreement be terminated, for whatever reason, before the Loan Account has been settled, the balance of the Loan 
Account shall be payable by the Subscriber to the Company on demand.

9  CONFIDENTIALITY

9.1  All communications between the Parties and all information and other materials supplied to or received by a 
Party from any of the other Parties which relates in any way to this Agreement and to the Company shall be 
kept confidential by the Parties unless or until the relevant Party can reasonably demonstrate that:

9.1.1  any such communication, information or material is, or part of it is, in the public domain through no 
fault of its own; or

9.1.2  any such communication, information or material has been lawfully obtained from any third party; 
or

9.1.3  the information is already lawfully known to the relevant Party at the time  that Party receives such 
information; or

9.1.4  the relevant Party is obliged by law to disclose such information,

whereupon this obligation in respect of that information shall cease.

9.2  The Parties shall use their best endeavours to procure the observance of these restrictions and shall take all 
reasonable steps to minimise the risk of disclosure of confidential information by ensuring that only they 
themselves and such of their employees, agents or consultants whose duties will require them to possess any 
of such information shall have access to such information, and will be instructed to treat the same as 
confidential.
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9.3  The obligation contained in this clause 9 shall endure, even after the termination of this Agreement, without 
limit in point of time, except and until such confidential information falls within any of the provisions of 
clauses 9.1.1 to 9.1.4, and shall be subject to the Company's confidentiality regime at the Signature Date.

10  SUPPORT

The Parties undertake at all times to do all such things, perform all such actions and take such steps (including in 
particular the exercise of their voting rights in the Company) and to procure the doing of all such things, the 
performance of all such actions and taking of all such steps as may be open to them and necessary for or incidental to 
the putting into effect the provisions of this Agreement.

11  DOMICILIUM CITANDI ET EXECUTANDI

11.1  Each Party chooses the address set out opposite its name below as its domicilium citandi et executandi at 
which all notices, legal processes and other communications must be delivered for the purposes of this 
Agreement:

11.1.1  the Subscriber   Blanket Mine, P.O.Box 4
Gwanda,
Zimbabwe

Fax: 263 84 2 23259
Email: CMangezi@blanketmine.com
[For attention: Mr. Caxton Mangezi]

11.1.2  the Company      6th Floor Red Bridge NE

Eastgate
3rd Street and R. Mugabe Road
Harare
Zimbabwe

Fax: 263 284 23193
Email: PDell@caledoniazim.com
[For attention: Mr. Caxton Mangezi]

11.1.3  CHZ  6th Floor Red Bridge NE

Eastgate
3rd Street and R Mugabe Road
Harare
Zimbabwe

Fax: +27 11 447 2554
Email: SCurtis@caledoniamining.com
[For attention: Mr. Steve Curtis]
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11.2  Any notice or communication required or permitted to be given in terms of this Agreement shall be valid and 
effective only if in writing, and delivered by hand or sent or transmitted by registered post, telefax or by 
email.

11.3  Each Party may by written notice to the other Parties change its chosen address and/or its chosen telefax 
number and/or its email address to another physical address, telefax number or email, provided that the 
change shall become effective on the fourteenth day after the receipt of the notice by the addressee.

11.4  Any notice to a Party:

11.4.1  sent by prepaid registered post to it at its chosen address;

11.4.2  delivered by hand to a responsible person during ordinary business hours at its chosen address;

11.4.3  transmitted during ordinary office hours by facsimile to its chosen telefax number; or

11.4.4  transmitted during ordinary office hours by email to its chosen email address,

unless the contrary is proved, shall be deemed to have been received, in the case of clause 11.4.1, on the 7th

(seventh) Business Day after posting and, in the case of clauses 11.4.2, 11.4.3 and 11.4.4, on the day of 
delivery or transmission as the case may be.

12BREACH AND TERMINATION

12.1  Should a Party (“the Defaulting Party”) commit a breach of any provision of this Agreement and fail to 
remedy such breach within 14 (fourteen) days from the date of written notice from any other Party to this 
Agreement (“the Aggrieved Party”) calling upon it to do so, the Aggrieved Party shall have the right, 
without prejudice to any other rights available in law, either:

12.1.1  if the breach complained of can be fully remedied by the payment of money, to take whatever 
action may be necessary to obtain payment of the amounts required by the Aggrieved Party to 
remedy such breach; or
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12.1.2  if the breach complained of cannot be fully remedied by the payment of money, or, alternatively, 
if it can be so remedied and payment of any amounts claimed by the Aggrieved Party in terms of
clause 12.1.1 is not made to the Aggrieved Party within 7 (seven) days of the date of 
determination through arbitration or legal process of the amount legally payable, to take whatever 
action may be necessary to enforce its rights under this Agreement or to terminate this 
Agreement,

and in either event to claim such damages as it may have suffered as a result of such breach of contract.

12.2  The Defaulting Party shall be liable for all costs and expenses (calculated on an attorney and own client 
scale) incurred as a result of or in connection with the default.

12.3  Without limiting the generality of this clause 12, if at any time it is or becomes unlawful for the Company to 
perform or comply with any or all of its obligations under this Agreement or any of its obligations under this 
Agreement are not or cease to be legal, valid, binding and enforceable, the Company shall be entitled, 
without prejudice to any other rights or remedies which it may have under this Agreement or otherwise, by 
written notice to the Subscriber, to claim immediate payment of the balance of the Subscription Price and all 
Interest accrued in terms thereof regardless of whether or not such amounts are then otherwise due and 
payable.

12.4  Should the Company terminate this Agreement in the circumstances contemplated in this clause 12, the 
Company shall have the right, without prejudice to any other rights available to it, exercisable by written 
notice given to the Subscriber to purchase from the Subscriber all of the Subscription Shares at a value 
determined by the Auditors less any amounts owed by the Subscriber to the Company in terms of clause 5.1.

13  ARBITRATION

13.1  Any dispute arising out of this Agreement or the interpretation thereof, both while in force and after its 
termination, shall be submitted to and determined by arbitration in accordance with the provisions of the 
First Schedule to the Arbitration Act, 6 of 1996, (for the purpose of this clause 13, ("the Act"). Such 
arbitration shall be held in Harare unless otherwise agreed and shall be held in a summary manner with a 
view to it being completed as soon as possible.

13.2  There shall be one arbitrator, who shall be, if the question in issue is:
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13.2.1  primarily an accounting matter, an independent chartered accountant of not less than 10 (ten) years' 
standing;

13.2.2  primarily a legal matter, a practising Senior Counsel or commercial attorney of not less than 10 
(ten) years' standing; and

13.2.3  any other matter, a suitably qualified independent person.

13.3  The appointment of the arbitrator shall be agreed upon between the Parties, but failing agreement between 
them within a period of 14 (fourteen) days after the arbitration has been demanded by a Party by notice in 
writing to the others, a Party shall be entitled to request the Commercial Arbitration Centre in Harare to 
make the appointment.

13.4  The arbitrator shall have the powers conferred upon an arbitrator under the Act.

13.5  A Party shall have the right to appeal against the decision of the arbitrator in accordance with the Act. The 
decision resulting from such appeal shall be final and binding on the Parties, and may be made an order of 
any court of competent jurisdiction. The Parties hereby submit to the jurisdiction of the High Court of 
Zimbabwe sitting at Harare should a Party wish to make the arbitrator's decision an order of Court.

13.6  The fact that any dispute has been referred to or is the subject of arbitration in terms of this clause 13, as 
well as any information submitted or furnished to the arbitrators or in any other manner forming part of the 
record of any arbitration proceedings, shall be kept confidential by the parties to such arbitration 
proceedings, and the parties to such proceedings shall use their reasonable endeavours to procure that all 
their employees, agents or advisers who are involved in or who obtain knowledge of any confidential 
information disclosed during such proceedings, shall be made aware of, and shall undertake in writing to be 
bound by, and to comply with, the provisions of this clause 13.

14GOVERNING LAW AND JURISDICTION

14.1  The interpretation of this Agreement shall be governed by the law of the Zimbabwe in all respects.

14.2  Any Party shall be entitled to institute all or any proceedings against any the other Parties in connection with 
this Agreement in the High Court of Zimbabwe sitting at Harare.
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15  INTERPRETATION

15.1  In this Agreement, unless the context requires otherwise :

15.1.1  words importing any one gender shall include the other 2 (two) genders;

15.1.2  the singular shall include the plural and vice versa; and

15.1.3  a reference to natural persons shall include created entities (corporate or unincorporated) and vice 
versa.

15.2  In this Agreement, the headings have been inserted for convenience only and shall not be used for nor assist 
or affect its interpretation.

15.3  If anything in a definition is a substantive provision conferring rights or imposing obligations on anyone, 
effect shall be given to it as if it were a substantive provision in the body of this Agreement.

16  GENERAL

16.1  This Agreement contains the entire agreement between the Parties as to the subject matter hereof.

16.2  No Party shall have any claim or right of action arising from any undertaking, representation or warranty not 
included in this Agreement.

16.3  No failure by a Party to enforce any provision of this Agreement shall constitute a waiver of such provision 
or affect in any way that Party’s right to require performance of any such provision at any time in the future, 
nor shall the waiver of any subsequent breach nullify the effectiveness of the provision itself.

16.4  No agreement to vary, add to, or cancel this Agreement shall be of any force or effect unless reduced to 
writing and signed on behalf of all of the Parties to this Agreement.

16.5  No Party may cede any of its rights or delegate any of its obligations under this Agreement without the prior 
written consent of the other Parties to this Agreement.

16.6  This Agreement may be signed in counterparts, in which event the originals together will constitute the 
entire agreement between the Parties.
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17  COSTS

Each Party shall bear its own costs to be incurred in connection with the drafting and negotiation of this Agreement.

18  WARRANTY

The Company and CHZ warrant that the shareholder of the Company does not at the Signature Date have any liability 
for the unlawful conduct of the business and affairs of the Company.

SIGNED at on 2012

For: BLANKET EMPLOYEE TRUST SERVICES (PRIVATE) 
LIMITED

_________________________________ 

Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: BLANKET MINE (1983) (PRIVATE) LIMITED

_________________________________ 

Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) 
LIMITED

_________________________________ 

Signatory:
Capacity:
Authority:
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SUBSCRIPTION AGREEMENT

between

GWANDA COMMUNITY SHARE OWNERSHIP TRUST
(a trust registered in Zimbabwe under registration number [●] )
("the Subscriber")

and

BLANKET MINE (1983) (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 172/69)
("the Company" )

and

CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) LIMITED
(a company incorporated in Zimbabwe under registration number 5/45)
("CHZ" )
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1  DEFINITIONS

In this Agreement, unless the context indicates otherwise, the words and expressions set out below shall have the 
meaning assigned to them and cognate expressions shall have a corresponding meaning, namely:

1.1 Agreement means this subscription agreement;

1.2 Auditors means the Company’s auditors as at the Signature 
Date or failing that, at the election of the board of 
directors of the Company, Deloitte, KPMG or 
Ernst & Young;

1.3 BETS means Blanket Employee Trust Services (Private) 
Limited, a company registered in Zimbabwe under 
registration number [●], and which is a wholly 
owned subsidiary company of the Blanket 
Employee Trust ;;

1.4 Business Day means any day that is not a Saturday, Sunday or 
public holiday in Zimbabwe;

1.5 Closing Date means the 5th (fifth) Business Day after the 
fulfilment of the suspensive conditions in clause 3;

1.6 Directors means the directors of the Company from time to 
time appointed in accordance with clause 7;

1.7 Indigenisation means the process and objectives contemplated in 
the Indigenisation Act and the Regulations;

1.8 Indigenisation Act means the Indigenisation and Economic 
Empowerment Act [Chapter 14.33];

1.9 MOU means the memorandum of understanding 
concluded by Caledonia Mining Corporation, 
CHZ, the Company, and the Minister of Youth, 
Development, Indigenisation and Empowerment of 
the Government of Zimbabwe on 20 February 
2012;
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1.10 Parties means CHZ, the Company, and the Subscriber and 
"Party" means any one of them, as the context may 
indicate;

1.11 Regulations means the Indigenisation and Economic 
Empowerment (General) Regulations, 2010;

1.12 NIEEF means the National Indigenisation Economic 
Empowerment Fund established in terms of section 
12 of the Indigenisation Act;

1.13 Signature Date means the date of signature of this Agreement by 
the Party last in time to do so;

1.14 Subscriber's Bank Account means the bank account nominated by the 
Subscriber for the payment of the amount referred 
to in clause 5, the details of which are as follows:
Bank: [•]
Branch: [•]
Branch Code: [•]
Account Number: [•];

1.15 Subscription Shares means 4,280,000 (four million two hundred and 
eighty thousand) B” class shares representing 10% 
(ten percent) of the issued share capital of the 
Company, which shall confer the right to receive 
the dividend described in clause 4.3 below; and

1.16 Zimco means Zimco (Private) Limited, a company to be 
incorporated in Zimbabwe.

2  BACKGROUND

2.1  CHZ and the Company have agreed to the Indigenisation of the Company in accordance with the provisions 
of the MOU.

2.2  In terms of the MOU, the Company is required to issue the Subscription Shares to the Subscriber.

2
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2.3  The Parties wish to record the terms on which the Subscriber will subscribe for the Subscription Shares.

3  CONDITIONS PRECEDENT

3.1  The implementation of this Agreement is, save for the provisions of clauses 1, 3.2 and 7 to 16, inclusive, 
which will be of immediate force and effect, subject to:

3.1.1  the following agreements being concluded and becoming unconditional according to their terms, 
save for the condition that this Agreement is concluded and becomes unconditional:

3.1.1.1  an agreement between the Company and BETS in terms of which BETS will subscribe for 
4,280,000 (four million two hundred and eighty thousand) "A" class shares representing 
10% (ten percent) of the issued share capital of the Company;

3.1.1.2  an agreement between the Company and Zimco in terms of which Zimco will subscribe for 
6,420,000 (six million four hundred and twenty thousand) “A” class shares representing 
15% (fifteen percent) of the issued share capital of the Company; and

3.1.1.3  an agreement between the Company and NIEEF in terms of which NIEEF will subscribe 
for 6,848,000 (six million eight hundred and forty eight thousand) "A" class shares 
representing 16% (sixteen percent) of the issued share capital of the Company;

3.1.2  receipt by CHZ and the Company of written confirmation from the Ministry of Youth, 
Development, Indigenisation and Empowerment of the Government of Zimbabwe that the 
implementation of this Agreement and the agreements in clause 3.1.1 constitutes compliance by 
CHZ and the Company with the requirements of the Indigenisation Act and the Regulations;

3.1.3  receipt by CHZ and the Company of the approvals, to the extent certified in writing by the Auditors 
to be required by law, by the Reserve Bank of Zimbabwe of the transactions contemplated in the 
MOU and any related transactions and/or corporate re-organisation required to give effect to the 
Indigenisation by CHZ of the Company; and
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3.1.4  receipt by CHZ and the Company of written confirmation of the unconditional withdrawal by the 
Zimbabwe Ministry of Mines and Mining Development to the Company of the letter sent by it to 
the Company dated 13 December 2011 requiring the Company to reach agreement with the 
Zimbabwean Mining Development Corporation regarding the Indigenisation of the Company.

3.2  The Parties shall use all commercially reasonable endeavours to procure the fulfilment of the conditions 
precedent stipulated in clause 3.1.

3.3  The conditions in clause 3.1 above are stipulated for the benefit of CHZ and CHZ may waive any one or all 
of those conditions by way of written notice to the Subscriber.

3.4  In the event of the conditions stipulated in clause 3.1 not being fulfilled on or before 30 September 2012, or 
on or before such later date as CHZ and the Company agree upon in writing, this Agreement shall lapse and 
shall be of no further force or effect and no Party shall have any claim against the other Parties arising from 
the provisions of this Agreement or the termination thereof.

4  SUBSCRIPTION

4.1  The Subscriber hereby subscribes for the Subscription Shares.

4.2  The Company hereby accepts the subscription for the Subscription Shares as set out in clause 4.1, and 
undertakes to allot and issue the Subscription Shares to the Subscriber on the Closing Date at a nominal 
value of US$ 1 (one US Dollar).

4.3  The Subscription Shares shall confer on the Subscriber the right to receive a dividend in the amount of 
US$1,000,000 (one million US Dollars), which shall be payable by the Company to the Subscriber within 12 
(twelve) months of the Closing Date.

5  DONATION

The Company hereby donates, and undertakes on the Closing Date to pay to the Subscriber, an amount of 
US$1,000,000 (one million US Dollars) in cash, by way of electronic transfer by the Company to the Subscriber's 
Bank Account.

6  FUNDING

6.1  If the Directors should at any time resolve to call on the shareholders of the Company to advance capital to 
the Company, either by way of share capital or loans, the Subscriber shall advance such capital pro rata to 
its shareholding in the Company at the date on which the Directors determine that the capital is required.
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6.1.1  If the Subscriber is unable or unwilling to provide the capital required in terms of clause 6.1, then it 
shall notify the Company in writing to that effect within 30 (thirty) days of the date on which it is 
advised in writing (“the Finance Date”) by the Company that capital is required from it.

6.1.2  If the Company should receive a notice contemplated in clause 6.1.1, or if the Subscriber should 
fail to give a notice as contemplated in clause 6.1.1 and should fail to comply with its obligation to 
advance capital to the Company in terms of this clause 6.1 within 90 (ninety) days from the Finance 
Date, and if CHZ is prepared to provide the amount of the finance which the Subscriber was 
required to advance to the Company, then CHZ shall notify the Company in writing to that effect 
within 10 (ten) Business Days of receipt of the notice referred to in clause 6.1.1, or of failure by the 
Subscriber to advance capital as required in terms of this clause 6.1.

6.2  If the Subscriber is called upon to advance an amount to the Company in terms of clause 6.1 above, and if 
the Subscriber has declined or, as the case may be, failed to comply with such request in accordance with the 
provisions of clauses 6.1.1 and 6.1.2, then, if it shall have exercised the right to advance to the Company the 
amount which the Subscriber has declined to advance, CHZ shall have the right, to call upon the Subscriber 
to sell CHZ such number of shares at par as shall, after transfer thereof into the name of CHZ, result in CHZ 
such percentage of the issued voting capital of the Company as shall be equal to the percentage which the 
aggregate of loan capital and share capital contributed by CHZ to the Company constitutes of the total 
capital contributed by all shareholders by way of share capital and loan capital.

7  DIRECTORS

7.1  The board of Directors shall be comprised of a maximum of 8 (eight) Directors.

7.2  The Parties agree that:

7.2.1  the Subscriber shall be entitled to appoint 1 (one) Director who shall be acceptable to the majority 
of the Board of Directors of the Company whose acceptance shall not be unreasonably withheld;; 
and
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7.2.2  CHZ shall be entitled to appoint 4 (four) Directors.

7.3  The Subscriber and CHZ shall have the right, from time to time, by notice in writing to the Company, to 
remove a Director nominated by it in terms of clause 7.1 as a Director and to nominate, in accordance with 
clause 7.2 another person in the place of the Director so removed.

8  CONFIDENTIALITY

8.1  All communications between the Parties and all information and other materials supplied to or received by a 
Party from any of the other Parties which relates in any way to this Agreement and to the Company shall be 
kept confidential by the Parties unless or until the relevant Party can reasonably demonstrate that:

8.1.1  any such communication, information or material is, or part of it is, in the public domain through no 
fault of its own; or

8.1.2  any such communication, information or material has been lawfully obtained from any third party; 
or

8.1.3  the information is already lawfully known to the relevant Party at the time  that Party receives such 
information; or

8.1.4  the relevant Party is obliged by law to disclose such information,

whereupon this obligation in respect of that information shall cease.

8.2  The Parties shall use their best endeavours to procure the observance of these restrictions and shall take all 
reasonable steps to minimise the risk of disclosure of confidential information by ensuring that only they 
themselves and such of their employees, agents or consultants whose duties will require them to possess any 
of such information shall have access to such information, and will be instructed to treat the same as 
confidential.

8.3  The obligation contained in this clause 8 shall endure, even after the termination of this Agreement, without 
limit in point of time, except and until such confidential information falls within any of the provisions of 
clauses 8.1.1 to 8.1.4, and shall be subject to the Company's confidentiality regime at the Signature Date.

9  SUPPORT

The Parties undertake at all times to do all such things, perform all such actions and take such steps (including in 
particular the exercise of their voting rights in the Company) and to procure the doing of all such things, the 
performance of all such actions and taking of all such steps as may be open to them and necessary for or incidental to 
the putting into effect the provisions of this Agreement.
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10  DOMICILIUM CITANDI ET EXECUTANDI

10.1  Each Party chooses the address set out opposite its name below as its domicilium citandi et executandi at 
which all notices, legal processes and other communications must be delivered for the purposes of this 
Agreement:

10.1.1   the Subscriber  [•]

Fax: [•]
Email:[•]
[For attention: [•]]

10.1.2  the Company  6th Floor Red Bridge NE

Eastgate
3rd Street and R. Mugabe Road
Harare
Zimbabwe

Fax: 263 284 23193
Email: CMangezi@blanketmine.com
[For attention: Mr. Caxton Mangezi]

10.1.3  CHZ     6th Floor Red Bridge NE
Eastgate
3rd Street and R Mugabe Road
Harare
Zimbabwe

Fax: +27 11 447 2554
Email: scurtis@caledoniamining.com
[For attention: Mr. Steve Curtis]

10.2  Any notice or communication required or permitted to be given in terms of this Agreement shall be valid and 
effective only if in writing, and delivered by hand or sent or transmitted by registered post, telefax or by 
email.

10.3  Each Party may by written notice to the other Parties change its chosen address and/or its chosen telefax 
number and/or its email address to another physical address, telefax number or email, provided that the 
change shall become effective on the fourteenth day after the receipt of the notice by the addressee.
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10.4  Any notice to a Party:

10.4.1  sent by prepaid registered post to it at its chosen address;

10.4.2  delivered by hand to a responsible person during ordinary business hours at its chosen address;

10.4.3  transmitted during ordinary office hours by facsimile to its chosen telefax number; or

10.4.4  transmitted during ordinary office hours by email to its chosen email address,

unless the contrary is proved, shall be deemed to have been received, in the case of clause 10.4.1, on the 7th

(seventh) Business Day after posting and, in the case of clauses 10.4.2, 10.4.3 and 10.4.4, on the day of 
delivery or transmission as the case may be.

11BREACH AND TERMINATION

11.1  Should a Party (“the Defaulting Party”) commit a breach of any provision of this Agreement and fail to 
remedy such breach within 14 (fourteen) days from the date of written notice from any other Party to this 
Agreement (“the Aggrieved Party”) calling upon it to do so, the Aggrieved Party shall have the right, 
without prejudice to any other rights available in law, either:

11.1.1  if the breach complained of can be fully remedied by the payment of money, to take whatever 
action may be necessary to obtain payment of the amounts required by the Aggrieved Party to 
remedy such breach; or

11.1.2  if the breach complained of cannot be fully remedied by the payment of money, or, alternatively, 
if it can be so remedied and payment of any amounts claimed by the Aggrieved Party in terms of
clause 11.1.1 is not made to the Aggrieved Party within 7 (seven) days of the date of 
determination through arbitration or legal process of the amount legally payable, to take whatever 
action may be necessary to enforce its rights under this Agreement or to terminate this 
Agreement,

and in either event to claim such damages as it may have suffered as a result of such breach of contract.
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11.2  The Defaulting Party shall be liable for all costs and expenses (calculated on an attorney and own client 
scale) incurred as a result of or in connection with the default.

11.3  Should the Subscriber institute and/or cause to be instituted, any legal action of any nature whatsoever 
against the Company, the Company shall have the right, exercisable by written notice given to the 
Subscriber at any time after the institution of any such legal action, to terminate this Agreement and 
purchase from the Subscriber all of the Subscription Shares at a value determined by the Auditors.

12  ARBITRATION

12.1  Any dispute arising out of this Agreement or the interpretation thereof, both while in force and after its 
termination, shall be submitted to and determined by arbitration in accordance with the provisions of the 
First Schedule to the Arbitration Act, 6 of 1996, (for the purpose of this clause 12, ("the Act"). Such 
arbitration shall be held in Harare unless otherwise agreed and shall be held in a summary manner with a 
view to it being completed as soon as possible.

12.2  There shall be one arbitrator, who shall be, if the question in issue is:

12.2.1  primarily an accounting matter, an independent chartered accountant of not less than 10 (ten) years' 
standing;

12.2.2  primarily a legal matter, a practising Senior Counsel or commercial attorney of not less than 10 
(ten) years' standing; and

12.2.3  any other matter, a suitably qualified independent person.

12.3  The appointment of the arbitrator shall be agreed upon between the Parties, but failing agreement between 
them within a period of 14 (fourteen) days after the arbitration has been demanded by a Party by notice in 
writing to the others, a Party shall be entitled to request the High Court of Zimbabwe to make the 
appointment.

12.4  The arbitrator shall have the powers conferred upon an arbitrator under the Act.

12.5  A Party shall have the right to appeal against the decision of the arbitrator in accordance with the Act. The 
decision resulting from such appeal shall be final and binding on the Parties, and may be made an order of 
any court of competent jurisdiction. The Parties hereby submit to the jurisdiction of the High Court of 
Zimbabwe sitting at Harare should a Party wish to make the arbitrator's decision an order of Court.
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12.6  The fact that any dispute has been referred to or is the subject of arbitration in terms of this clause 12, as 
well as any information submitted or furnished to the arbitrators or in any other manner forming part of the 
record of any arbitration proceedings, shall be kept confidential by the parties to such arbitration 
proceedings, and the parties to such proceedings shall use their reasonable endeavours to procure that all 
their employees, agents or advisers who are involved in or who obtain knowledge of any confidential 
information disclosed during such proceedings, shall be made aware of, and shall undertake in writing to be 
bound by, and to comply with, the provisions of this clause 12.

13 GOVERNING LAW AND JURISDICTION

13.1  The interpretation of this Agreement shall be governed by the law of the Zimbabwe in all respects.

13.2  Any Party shall be entitled to institute all or any proceedings against any the other Parties in connection with 
this Agreement in the High Court of Zimbabwe sitting at Harare.

14INTERPRETATION

14.1  In this Agreement, unless the context requires otherwise:

14.1.1  words importing any one gender shall include the other 2 (two) genders;

14.1.2  the singular shall include the plural and vice versa; and

14.1.3  a reference to natural persons shall include created entities (corporate or unincorporated) and vice 
versa.

14.2  In this Agreement, the headings have been inserted for convenience only and shall not be used for nor assist 
or affect its interpretation.

14.3  If anything in a definition is a substantive provision conferring rights or imposing obligations on anyone, 
effect shall be given to it as if it were a substantive provision in the body of this Agreement.

15  GENERAL

15.1  This Agreement contains the entire agreement between the Parties as to the subject matter hereof.

15.2  No Party shall have any claim or right of action arising from any undertaking, representation or warranty not 
included in this Agreement.

15.3  No failure by a Party to enforce any provision of this Agreement shall constitute a waiver of such provision 
or affect in any way that Party’s right to require performance of any such provision at any time in the future, 
nor shall the waiver of any subsequent breach nullify the effectiveness of the provision itself.

15.4  No agreement to vary, add to, or cancel this Agreement shall be of any force or effect unless reduced to 
writing and signed on behalf of all of the Parties to this Agreement.

15.5  No Party may cede any of its rights or delegate any of its obligations under this Agreement without the prior 
written consent of the other Parties to this Agreement.

15.6  This Agreement may be signed in counterparts, in which event the originals together will constitute the 
entire agreement between the Parties.

16COSTS

Each Party shall bear its own costs to be incurred in connection with the drafting and negotiation of this Agreement.
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SIGNED at on 2012

For: GWANDA COMMUNITY SHARE OWNERSHIP TRUST

_________________________________

Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: BLANKET MINE (1983) (PRIVATE) LIMITED

_________________________________

Signatory:
Capacity:
Authority:

SIGNED at on 2012

For: CALEDONIA HOLDINGS ZIMBABWE (PRIVATE) 
LIMITED

_________________________________

Signatory:
Capacity:
Authority:
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