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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
| AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY
AND
THANI DUBAI MINING

FOR

GOLD AND ASSOCIATED MINERALS

EXPLORATION AND EXPLOITATION

IN
HODINE AREA, EASTERN DESERT, A R.k.

This Agreement made and entered into this day of ~-evevjmrmem-n, 2000,
by and between

THE ARAB REPUBLIC OF EGYPT (heremafier referred 1o vaniously as
*The A.RE." or as the "GOVERNMENT"} - and-

THE EGYPTIAN MINERAL RESOURCES AUTHORITY, (hereinater
referred to as EMRA), a legal entity created by Presidennal Decree 452
of 1970 as amended by Presidential Decree 45 of 1986 as amended by
Presidential Decree 336 of 2004 - and-

THANI DUBAI MINING COMPANY, a company organized and existing
under the laws of The Cayman Islands ( hereinafter referred to as "TDM"
or as "CONTRACTOR"),
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WITNESSETH

WHEREAS, Law No. 86 of 1956 of mines and quarrics as amended ,
established that all minerals and Ore Deposiis including gold, existing in
mines and guarries in "A R.E" including the territorial waters and in the
seabed subject to s junsdiction and extending bevond the territorial
waters, are the property of the State; and

WHEREAS, " EMRA" and "TDM" wish to coltaborate for the purpose
of exploring and developing gold and asscoiated minerals in "ARE";
and

WHEREAS, EMRA has applied to the GOVERNMENT for an exclusive
concession for the exploration and exploitation of gold and associated
minerals in and throughout the area referred to in Article 11, and
described in Annex "A" and shown approximately on Annex "B”, which
are attached hersof, and made part hereof; (hereinafier referred (o as the
“area™); and

WHEREAS, TDM agrees to undertake its obligations provided
hereinafter as Contractor with respect to the Exploration, Exploitation
operations in the said Area, and

WHEREAS, the GOVERNMENT desires hereby to grant such
concession; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter info a concession agreement with EMRA, and
with TDM as a Contractor, for Exploration and Exploitation operations
for Gold and Associated Minerals in the Arcas hereinafter referred to.

NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE L
DEFINITIONS

{a) "EXPLORATION" shall mean for example and not limited to, the
examination of the surface and the underground by all means,
_particularly geological and geophysical, leading to the identification
of munerals by their physical, magnelic, e¢leciric, or other
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characteristics or by making test pits or bores {0 ascertain the
existence or possibility of existence of GOLD and minerals
associated with GOLID., EXPLORATION includes also exploration
designing works and detailed examination of the surface and
anderground by all drilling and mining operations leading to the
delineation of ore bodies, its quantities, the reserves of gold ore and
associated minerals and mining and technical conditions, methods
of extraction, dressing, marketing and feasibility studies.

(b) " EXPLOITATION " shail mean, but not Jimited to, all the operation
and activities pursuan! 10 approved Work Programs and Budgets
gnder this Agreement with respect o

1. All the works that should be made in the area o uncover ore
bodies as sinking  shafts, dnving levels, and drllng, etc,

2. Designing works, drlling, mining and quarrying design, civil
construction, installations servicing and maintenance of
equipment, electric, railway and pipe lines, sewage systems,
facilities, mining and dressing plants, refinement of ores and
related operations, and any other activity which helps in
preparing the mines or quarries for production and transportation
to shipping terminals.

3. Producing, transporting, storing and marketing or any other
work or activities necessary or anciliary to any of the activities
referred to above,

4. Restoration and rehabilitation operations.

{c) (i) The term "GOLD DEPOSITS” will be applied to GOLD ores and
minerals associated with GOLD on or under the surface of the
¢arth,

(i} The term "GOLD" will be applied to the metal GOLD produced
as a result of exploitation and refining,
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(d} "ASSOCIATED MINERALS" shall mean silver, platinum, lead,
zinc, copper and other metals that are naturally associated with

Gold to the extent that they can be extracted, milled or processed
with GOLD. .

(¢) "ARE." is an abbreviation for the ARAB REPUBLIC OF
EGYPT.

() "EFFECTIVE DATE" means the date on which the text of this
Agreement is signed by the GOVERNMENT, EMRA and the
CONTRACTOR, after the relevant Law is issued.

(g) (1) "YEAR" or " CALENDAR YEAR " means a penod of twelve(12)
months according to the Gregorian Calendar being 1% January to
315 December.

(2) "FINANCIAL YEAR" means the GOVERNMENT'S financial
year according to the laws and regulations of the AR.E.

(3) "TAX YEAR" means the period of twelve (12) months according
to the tax law and regulations of the A.R.E. |

(h) An "AFFILIATED COMPANY" shall mean a company:

(i) Of which the share capital, conferring majonty of votes at
stockholders' meetings of such company, is owned directly or
indirectly by a party hereto; or

(i) which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder's meetings of a
party heret_u;'nr

(iii) of which the share capital conferring a niajnﬁty of voies at
‘stockholder's meetings of such company and the share capital

“conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same
company., : |
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(1)

"COMMERCIAL DISCOVERY™: shall mean a discovery of Gold
and associated minerals worthy of being developed and exploited
commercially in accordance with the principles of good mining
practices. The GOLD deposit is not deemed commercial unless the
CONTRACTOR presents to EMRA detailed feasibiiity study
supported by documents 10 prove that the deposit, can upon,
exploitation, pay back all pre-production, Exploration and
Exploitation investments over a period which shall be determined
by the feasibility study based on the foilowing parameters:

- Creological assessment, Reserves and conclusions;
~ Bstimated market demand over next ten (10) vears;
- Hstimated (FOB) price of GOLD & associated minerals;

- Period of Recovery of pre-production, Exploration and
Exploitation investments incurred by CONTRACTOR in
accordance with the terms of this Agreement;

- Payment of royalties, taxes and share of EMRA and
- CONTRACTOR according to the terms of this Agreement;

- Cash flow forecast for the project over ten (10) years.

Following the receipt of such study, EMRA and CONTRACTOR
shall meet and review all appropriate data with 2 view to mutvally
agrecing upon the existence of a commercial discovery. Any
differences of opinion regarding the study or the existence of the
commercial discovery will be discussed and an effort made in
mutual good faith to resolve it. The approval or disapproval of the
study and agreement or disagreement on the existence of a
commercial discovery will be deemed to occur not later than sixty
{60} days after the date of which the study is received by EMRA.
The date of commercial discovery shall be the date EMRA and
CONTRACTOR mutually agree that commercial discovery exists.
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() "Dumps and Tailings" refers to all those dumps and tailings currently
existing in the area and resulted from old mining workings that
have been carried out before the Effective date of the Agreement.

(k) "EXPLORATION BLOCK" shall mean an area, the corner points of
which have to be coincident with three (3) minutes by three (3)
minutes latitude and longitude divisions, according to the
International Gnd System where possible or within the existing
boundanes of the Areas covered by this Concession Agreement as
set out in Annex "A".

() "EXPLOITATION BLOCK" shall mean an area, the comer points
of which have to be coincident with one (1) minute by one (1)
minute latitude and longitude divisions, according to the
International Grid System where possible or within the existing
boundaries of the Areas covered by this Concession Agreement as
set out in Annex "A".

(m) "EXPLOITATION LEASE (s)" shall mean an area that covers one
or more exploitation blocks .

(n ) "COMMERCIAL PRODUCTION" shall mean the production of
Gold and associated minerals ( if any), following decisions by
EMRA and CONTRACTOR to produce on a regular and

- commercial basis.

(0) "THE ANNUAL TOTAL PRODUCTION" shall mean the total
quantity of refined GOLD and the total quantity of associated
minerals (if any) produced from the area during one financial year.

(p) "EMRA." shall mean the Egyptian Mineral Resources Authority.

(@) "AGREEMENT" shall mean this Concession Agreement and its
Annexes. :

(r) "CONTRACTOR" could be one company or more (€ach company is
called a CONTRACTOR Member). Unless modified by virtue of

~Article XX herein, CONTRACTOR under this Concession
Agreement shall mean TDM.
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(s) "OPERATOR" means a company (if it is composed of one Company)
or one of the CONTRACTOR'S Members (if they are more than
one company} appointed by them to be the entity to which , from
which and in whose name all notifications related to or in
connection with this Concession Agreement shall be made.
CONTRACTOR shall notify the name of the Operator to EMRA.

(t) "Joint Venture Company " is the company to be formed in accordance
with Article VI and Annex D of this A greelment.

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the Area covered and affecied by this
Agreement, hereinafter referred (o as "The Area”.

Annex "B"™ is a provisional illustrative map on the scale of
approximately 1:300000 indicating the Area covered and affected by this

Agreement and described in Annex "A".

Annex "C" is the form of a Letter of Guaranty to be issued by the
National Bank of Egypt, Cairo, Egypt and to be submitted by
CONTRACTOR to EMRA one (1) day before the time of signature of
the Minister of Petroleum on this Agreement, for the sum of four
hundred thousands and five thousands ($405,000) U.S. Dollars
guaranteeing the execution of Contractor's Minimum Exploration

Obligations hereunder for the inittal Exploration Period.

In case CONTRACTOR shall have elected to extend the initial
Exploration Period for an additional periﬂd. in accordance with Article
{II (b) of the Agreement, similar Letter of Guarantee covering
CONTRACTOR'S minimum exploration obligation for such extension
shall be issued and submitted by CONTRACTOR at the time of its notice
of extension.
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Each such guaranty shall remain effective for six {(6) months after the end
of each Exploration period except as it may be released prior to that
time i accordance with the terms thereof or upon completion or
performance of Contractor's obligations hereunder.

It 1s specifically agreed that :

- The amount of guaranty will be reduced by amount equal to the over
expenditure carried forward from previous exploration periods.

- EMRA shall issue quarterly instruction to the bank to release
CONTRACTOR from its obligation under the terms of these letters of
guaranty by an amount equal to the amount spent by CONTRACTOR
and approved by "EMRA",

Annex "D" is the form of a Charter of the Joint- Venture Company to be
formed as provided for in Article VI hereof.

Annex "E" is the Accounting Procedure.

Annexes "A", "B", "C", "D", and "E" to this Concession Agreement
are hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.

ARTICLE H1L
- RANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EMRA and CONTRACTOR subject
to the terms, covenants and conditions set out in this Agreement, which
insofar as they are 'cﬂﬁti'ary to or inconsistént with any provisions of Law
No.86 of 1956, as amended, shall have the force of Law, an exclusive
cunccssmn in and to the area described 1n Annexes "A" and "B".

(a) Stam“g ffom the cnmmence:ment of the commercial productmn of
Gold and associated minerals, the GOVERNMENT shall 6wn and
be entitled, as’ hereinafier provided, to a royalty of three percent
(3%) of the total guantity of refined gold and refined associated
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minerals produced from the Area during the Exploitation period
including 1ts extension. Said royalty shall be unrecoverable and be
delivered or paid to the GOVERNMENT by the Joint Venture
Company on behalf of CONTRACTOR and EMRA. Said royalty

shall be paid in cash (under market conditions prevailing at the time
of sale} or in kind, at the election of the GOVERNMENT.

An initial Exploration pertod of ONE (I} year shall start from the
Effective Date. TWO  (2) successive extensions {0 the inifal
Exgiﬂra}:iﬂﬂ period of TWO (2} vears each shall be granted
CONTRACTOR at its option, upon thirty (30) days prior writien
notice to EMRA, and subject only to its having fulfilled its financial
obligations hercunder for the preceding period(s). The final
gxploration period may be extended for up 10 six {6} months upon
Contractor's request and subject to EMRA’S approval {0 enable the
completion of any festing or evaluation procedure actually started
before the end of the final Exploration period. Said extension shall
1ot be more than six (6} months,

{c) This Agreement shall be automatically terminated if no Commercial

()

Discovery is established by the end of all Exploration periods, if
applicable.

The Expléit&tiﬂn period shall be TWENTY (20} years from the date
of signature of the first Exploitation Lease. This period may be
extended for an additional peniod called "Extension Period™.

The "Extension Period” shall mean & period not more than TEN
{10} vears, which may be elected by CONTRACTOR upon Six (6}
months written request sent by CONTRACTOR to EMRA prior o
the expiry of Exploitation period supplemented by technical studies
including evaluation of production.-period, expected levels of
production during extension pericd, Contractor's obligations and
relevant economic consideration. This extension period is subject to
the approvai of the Minister of Petroleym. |
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(e)

()

The existing dumps and tailings from past GOLD mining operation
within the concession Area shall not be treated as deposits of
GOLD and associated minerals. These dumps and tailings owned
by The Government and shall be left in its place or transported later
by EMRA.

Following Commercial Discovery the extent of the whole area
capable of production to be covered by Exploitation lease or leases
shall be mutually agreed upon by EMRA and CONTRACTOR and
be subject to the approval of the Minister of Petroleum. Such area
shall then be converted automatically into an Exploitation lease or
leases without the issuance of any additional legal instrument or
permission. Upon the issuance of an Exploitation lease, Exploitation
operations shall be started promptly by the Joint Venture Company
and be conducted in accordance with good mining practices and
accepted engineering principles, until the mine is considered to be
fully exploited.

(g) After establishment of a commercial discovery by the Contractor in

the Concession Area, The CONTRACTOR may Retain some
portions of the area having possible reserves in order to complete
detailed exploration and evaluation for the purpose of maximizing
and up grading these reserves to the extent that enable a
Commercial Discovery. Retain shall be two periods of two years
cach. The first Retain period shall start at the end of the final
exploration period of the Agreement. For the fulfiliment of the
Retain , the following are required :

1) Not less than 60 days before the start of each Retain period, a
request from CONTRACTOR must be submitted to EMRA  with
work program & budget and his obligation to execute the work
program.

2} During the first Retain period, The Contractor will pay an annual
rent to EMRA equal to one thousand U.S. Dollars( $ 1,000 ) per sq.
kilometer. -
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3) Dunng the second Retain period the Contractor will pay an annual

rent to EMRA equal to two thousands U.S. Dollars( $ 2,000) per
sq. kilometer.

4) Exploration cost in Retain area shall not considered as recoverable

cost unless contractor establish a commercial discovery in retain
area.

3) At no event, The total period of Retain shall not exceed 4 years.

0) At the end of the Retain period CONTRACTOR at EMRA’s
approval may convert area(s} having Commercial Discovery into

exploitation lease or relinguish it in case of no Commercial
Discovery.

The Retain area(s) shall be mutually agreed upon by EMRA and
CONTRACTOR and be suhject to the approval of the Minister of
Petroleum.

(h) In the event no commercial production of GOLD in regular
shipments is established from any Exploitation lease within four (4)
years from the date of its issuance, such an Exploitation lease shall

immediately be relinquished, unless otherwise agreed upon by
EMRA.

(i} CONTRACTOR shall bear and pay all costs and expenses required
in carrying out all the operations under this Agreement. The
recovery of the Exploration costs and expenses shall not include
any interest but the recovery of Exploitation costs and expenses
may nclude interest on the investment borrowed by CONTRACTOR
from non-affiliated Company (s) provided that the percentage of
loans to the total Exploitation investment does not exceed fifty
percent (30%) and that the rate of interest does not exceed LIBOR

(j) 1. Unless otherwise provided, Contractor shall be subject to Egyptian
income tax laws and shall comply with the requirements of such
laws with respect to the filling of ieturns, the assessment of tax,
keeping and showing the books and records for review.
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2. Contractor's annual income for Egyptian income tax purposes under
this Agreement shall be an amount calculated as follows:

The total of the sums received by Contractor from the sale or other
disposition of all gold and associated minerals acquired by
Contractor pursuant to article VII of this agreement.

Reduced by :
i} The costs and expenses of CONTRACTOR;

i1} the value as determined according to article VH (h) of EMRA’s
share of Excess cost recovery repaid to EMRA in cash or in
kind if any,

Plus:

An amount equal to CONTRACTOR'S Egyptian income taxes grossed
up in the manner shown 1n Annex (E) Article VI.

For purposes of above tax deductions in any tax year, article VI (d) shall
apply only in respect of classification of costs and expenses and rates of
amortization, without regard to percentage limitation referred to in article
VII (e).

All costs and expenses of Contractor in conducting the operations under
this agreement which are not controlled by article VII (d) as above
qualified shall be deductible in accordance with the provisions of the

Egyptian Income Tax Law.

3. EMRA shall assume , pay and discharge in the name and on behalf
of Contractor, Contractor's Egyptian income tax ( related to the
activities of this agreement) out of EMRA’S share of the production
as provided in article VII (g). All taxes paid by EMRA in the name
and on behalf of Contractor shall be considered income to

Contractor.,
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4- EMRA shall furnish to CONTRACTOR the prﬂpér official receipts
evidencing the payment of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (90) days following the receipt by
EMRA of CONTRACTOR'S tax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tax Authonties
and shall state the amount and other Particulars customary for such

receipts.

5. As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the A.R.E. (including tax on tax) such as
the tax on income from movable capital and the tax on profits from
commerce and industry and inclusive of taxes based on income or
profits including all dividends, withholding with respect to
sharcholders and other taxes imposed by the GOVERNMENT of
A.R.E. on the distribution of income or profits by CONTRACTOR.

6. In calculating its A.R.E. income taxes, EMRA shall be entitled to

deduct all royalties paid to the GOVERNMENT by Joint Venture
Company and Contractor's Egyptian income taxes pard by EMRA

on Contractor’s behalf.
ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) Contractor shall commence Exploration operations hereunder not
later than four (4) months after the Effective Date. EMRA shall, 1f
requested by CONTRACTOR, make available for Contractor's use
all geological, exploration and mining data .n EMRA possession

. with respect to the Area as EMRA is entitled to do so.
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(b) The initial Exploration period shall be ONE (1) year. CONTRACTOR

may, at its option, extend this 1nitial Exploration penod for two (2
successive extension penods of TWO years per each respectively
and in accordance with Article 1l (b), each of which upon at least
thirty (30) days prior wrtten notice to EMRA, subject to
CONTRACTOR fulfillment of its minimum Exploration obligations
hereunder, for the then current Exploration period.

(c) CONTRACTOR shall spend a minimum of four hundred and five

(d)

thousands ($ 405,000) U.S. Dollars on Exploration operations and
activities related thereto during the initial Year of Exploration period
(ONE year). For the first extension period (TWOQO vyears) that
CONTRACTOR elects to extend beyond the initial Exploration
period, CONTRACTOR shall spend a minimum of one million and
one hundred and twenty thousands ($1,120,000) U.S. Dollars and for
the second extension period (TWQ years) that CONTRACTOR
elects to extend beyond the first extension period, CONTRACTOR
shall also spend a minimum of seven hundred and fifty thousands
($750,000) U.S. Dollars.

Should CONTRACTOR spend more than the mimmum amount
required to be expended during the inmtial Exploration period .or
during any period thereafter .the excess shall be subtracted from the
mitrimum amount of money required (o be expended by
CONTRACTOR during any succeeding Exploration period or
periods .as the case may be.

In case CONTRACTOR surrenders its Exploration rights under this
Agreement as mentioned before or at the end of the mmtial
Exploration period, having expended less than the total sum of four
hundred and five thousands ($ 405,000) U.S. Dollars on Exploration
or in the event at the end of the initial Exploration period,
CONTRACTOR has expended less than Said sum in the Area, an

‘amount equal 1o the difference between the Said four hundred and
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five thousands (§ 405,000) U.S. Pollars and the amount actually

"spent on Exploration that approved by EMRA shall be paid by

CONTRACTOR to EMRA at the time of surrendering or within
three (3) months from the end of initial Exploration period as the
case may be.

Any expenditure deficiency by CONTRACTOR at the end of any
additional Exploration period for the reasons above noted shall
similarly result in a payment by CONTRACTOR to EMRA of such
deficiency. Provided this Apgreement is still in force as ®
CONTRACTOR, CONTRACTOR shall be entitled to recover any
such payments as Exploration expenditure in the manner provided
for under Article VH in the event of Commercial Production. In case
no Commercial production is established, EMRA shall not bear any
of the afore Said expenses spent by CONTRACTOR,

At least four (4) months pnor to the beginning of each Financial Year
or af such other times as may mutuaally be agreed to by EMRA and
CONTRAUTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget for the Area setting forth the Exploration

. operations which CONTRACTOR proposes to carry ot during the

ensuing Year. During the Exploration Petiod, such Work Program
and Budget shall be at least sufficient to satisfy  Contractor’s
minimum expenditure obligations for the period it covers.

The Exploration Work Program and Budget shall be reviewed by a
joint committee 10 be established by EMRA and CONTRAUTOR
after the Effective Date of this Agreement. This Commiites,
hereinafter referred to as the "Exploration Advisory Committee®,
shall consist of six {6} members, three (3) of whom shall be
appointed by EMRA and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be
designated by EMRA from among the members appointed by it
The Exploration Advisory Commitice shall review and give such
advice as it deems appropriate with respect to the proposed Work
Program and Budget. Following review by the Exploration
Advisory Commitiee, CONTRACTOR shall make such revisions

~ and submit the Exploration Work Program and Budget to EMRA for
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its approval. Following such approval, it 1s further agreed that

(i) CONTRACTOR shall not substantizlly revise or modify Said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EMRA. |

(i) In the event of emergencies involving danger of loss of lives or
property, CONTRACTOR may expend such additional
ﬁnhﬁ{igﬂmd amounts as may be required to alleviate such danger.
Such expenditure shall be considered in all aspects as
Exploration expenditure and shall be recovered pursuant to the

provisions of Article VII hereof.

(2} CONTRACTOR shall advance all necessary funds for all materials,
equipment,, supplies, personnel, administration and operatons
pursuant to the Exploration Work Program and Budget and EMRA

shall not be responsible t¢ bear or repay any of the aforesaid costs.

(h) CONTRACTOR shall be responsible for the preparation and-
performance of the Exploration Work Program which shall be
implemented mt a workmaniike manner and consistent with good

industry practices.

Except as is appropriate for the specialized geophysical, geologic,
engineering and Exploration studies thereon, to be made in
specialized centers outside A.R.E.. All geological and geophysical
studies ag well as any other studies related to the performance of this
Agreement, shall be made in the A RL.

Contracior shajl obtain EMRAS approval before any work made
outside A.R.E.
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(i) CONTRACTOR shall entrust the management of Exploration
operations in the AR.E. to its technically competent General
Manager and Deputy General Manager. The names of such Manager
and Deputy General Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT and to EMRA. The General
Manager and, in his absence, the Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given to them by the
GOVERNMENT or its repre:sentativel under the terms of this
Agreement. All lawful regulations issued or hereafter to be issued

which are applicable hereunder and not in conflict with this
Agreement shall apply to CONTRACTOR.

(j) CONTRACTOR shall supply EMRA, within thirty (30) days from
the end of each calendar quarter, with a Statement of Exploration
activity relating to Exploration which has been conducted in any
portion of the area not converted into Exploitation Lease showing
costs incurred by CONTRACTOR during such guarter. Contractor's
records and necessary supporting documents shall be available for
inspection by EMRA at any time during regular working hours for
three (3) months from the date of receiving each statement.

(Within the three (3) months from the date of receiving such
Statement, EMRA shall advise CONTRACTOR in wrnting 1if it
considers:

(1) that the record of costs 1s not correct; or

(ii) that the costs of goods or services supplied are not in line with
the international market prices. for goods or services of similar
quality supplied on similar terms prevailing at the time such
goods or services were supplied, provided however, that
purchases made and services performed within the A.R.E. shall
be subject to Article XX VI; or
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(i11) that the condition of the materials furnished by CONTRACTOR

does not tally with their prices; or
(iv) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EMRA in connection with the
problem thus presented, and the panlties shall attempt to reach a
settlement which is mutually satisfactory. If within the time limit of
the three (3) months period provided for in this paragraph, EMRA
has not advised CONTRACTOR of its objection to any statement,

such statement shall be considered as approved.

(k) Any reimbursement due to EMRA out of the Cost Recovery Gold
and associated minerals as a result of reaching agreement or of an
arbitral award shall be promptly made in cash to EMRA, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum from
the date on which the disputed amount’s would have been paid to
EMRA according to Article VII-e and Annex "E” of this Agreement
{ i - e the date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be the
average of the figure or figures published by Financial Time

representing the midpoint of the rates (bid and ask) applicable to one

month U.S. Dollars dépusits in the London Interbank Eurocurrency
Market on each fifteenth (15%) day of each month occurring between

~ the date on which the disputed ainnunt(s) would have been paid to
EMRA and the date on which it is settled.
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If the LIBOR rate is available on any fifteenth (15') day but is not
published in the Financial Times in respect of such day for any
reason, the LIBOR rate chosen shall be that offered by City bank
N.A. to other leading banks in the London Interbank Eurocurrency

Market for one month U.S. Dollar deposits.

If such fifteenth (15%) day is not a day which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the LIBOR
rate to be used shall be that quoted on the next following day on

which such rates are quoted.

(1) CONTRACTOR shall supply all funds necessary for its operations in
A R.E. under this Agreement in freely convertible currency from
abroad. CONTRACTOR shall have the night to freely purchase
Egyptian currency in the amounts necessary for its operations in the
ARE from EMRA'S or from any bank authorized by the
GOVERNMENT to conduct foreign currency exchange. Pronty
shall be given by CONTRACTOR to purchase the Egyptian currency
from EMRA.

(m) EMRA is authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR an equivalent amount of U.S
Dollars at the official A.R.E rate of exchang.e, such amount in U.S.
Dollars shall be deposited in an EMRA account abroad with a
correspondent bank of the National Bank of Egypt, Cairo.

Withdrawals from said account shall be used for ﬁnancin_g EMRA
and its affiliated companies foreign currency requirements subject to

the approval of the Minister of Petroleumn.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) Mandatory Relinquishments :

At the end of the first Year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (25%) of the origina! Area not then converted
to an Exploitation Lease or Leases.

At the end of the third Year after 'the Effecuve Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent (25%) of the original Area not then
converted to a Exploitation Lease or Lease (s).

Without prejudice to Articles III and XXII and the first two
paragraphs of this Article V (a), at the end of the fifth Year of the
Exploration period, CONTRACTOR shall relinquish to the
GOVERNMENT the remainder of the Area not then converted to
an Exploitation Lease or Leases -

Mandatory relinquishments shall be in a single unit (unless
otherwise agreed upon by EMRA and CONTRACTOR )} consists of
whole Exploration Blocks or originally existing parts of Exploration
Blocks not converted to Exploitation Lease or Leases so as to
enable the relinquishment requirements to be precisely fuifilled.

The final exploration period may be extended for up to six (6)
months upon Contractor's request and subject to EMRA’S approval
to enable the completion of any testing or evaluation procedure
actually started before the end of the final Exploration period. Said
extensicn shall not be more than si1x (6) months.

It is understood that at the time of any relinquishment, the areas to

be converted into Exploitation lease's and which are submitted to

the Minster of Petroleum for approval, according to Article (IH) - g,

shall be subject to such approval, be deemed converted to
- Exploitation Lease(s).
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(b)

VOLUNTARY Relinquishments:
CONTRACTOR may, voluntanly, duning any penod relinquish ail

or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinquishment its Exploration obligations under Article IV have

been satisfied for such period.

Any relinquiéhments hereunder shall be credited toward the

mandatory provisions of Article V (a) above.

Following Commercial Discovery, EMRA and Contractor shall

mutually agree upon any area to be relinquished thereafter, except

- for the Mandatory relinquishment provided for above at the end of

the total Exploration period.
ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

Promptly following Commercial Discovery, EMRA and
CONTRACTOR shall form 1in the A.R.E. an Operating Company
pursuant to Article VI (b) and Annex (D) (hereinafter referred to as
"Joint Venture Company”) which company shall be named by
mutual agreement between EMRA and CONTRACTOR provided
that such name shall be subject to the approval of the Minister of
Petroleum. Said company shall be a private sector company. The
Joini Venture Company shall be subject to the laws and regulations
in force in the A.R.E. to the extent that such laws and regulations
are not inconsistent with the provisions of this Agreement or the
Charter of Joint Venture Company. The capital stock of the Joint
Venture Company shall be owned equally by EMRA and The
CONTRACTOR.
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However, The Joint Venture Company and CONTRACTOR shall,
tor the purpose of this Agreement, be exempted from the following

laws and regulations as now or hereafter amended or substituted:

Law No. 48 of 1978, on the employee regulations of public sector

companies. .

Law No. 159 of 1981 promulgating the law on joint stock
companies, partnership limited by shares and limited liability

companies.

‘Law No. 97 of 1983 promulgating the law concerning public sector

organizations and companies.

Law No. 203 of 1991 promulgating the law on public business

sector companies; and
Law No. 38 of 1994 organizing dealings in foreign currencies.

Provisions of part 2 of chapter 6 concerning organizing dealings in
toreign currencies from Law No. 88 of 2003, in accordance with
central bank of Egypt, banking and foreign currencies exchanging

laws.

(b} The Charter of The Joint Venture Company is hereto attached as

Annex "D".

Within thirty (30} days after the date of Cnmmerciél Discovery, the
Charter shall take effect and Joint Venture Company shall
automatically come into existence without any further procedures.
The Exploration Advisory Committee shall be dissolved upon the

final relinquishment of the Ared not converted into Exploitation
Lease (s).



Yoo A R R YV 5 (1) ol ¥ sl = T JiSa 41 OY

Condl Sldas o dojadd B3lpmay Jas ol g 48,2l 48,201 dws ()
b ol OLasSYI Lgad il A Ll e gl & ) PN,
(8- ) gt dng iy ¢ Sl e Iy y 5 ikecl! e 32
3, a0 dasy . el (00) 3,0l Lib 8,2alf 45,801 LS 5,0 oo Lo
L I Tld 30 el gl g (e ] ol 46 2L
WP-RCY HET PRSP I PR [RCRIJONWERP RO Y
Kl S gl (8 )l 5ol ¥ de g 6 3y o Phad aie
A dplitly Gyl o anke iy 3T de e ol 3 ) a0 RIRN R
ol a3 de LU e Lo IS Rt dlud! gesh () Lag ¥ i,
ot s DY g gty - ( Jpilly 220l o aeke iz 5T e
Rid g1y damng g7 02y . b Al geadd 5,053 o 515805 Jud)
o o] ikl o e 5 g (3 Lol Olbas o D51l Jandl galip e
o) Al g sl sy Szl sie JF a2

5 e (V) el ol aasY s g 5 26,228,200 ()
il idaa) Laidl Llaliaol g pams Jylill Jl @ piSa pdi5 iz,
S LY 5y J gt e S Ciiadly I Y had]
I ol ¢ ssazall 500 bylzel S 0l of e (K YT Sl
T PR P ADLRE RURI LIV EIFE JEIpINE 3 0 VY I TR
o5 ST Sl 2 il et el oo o |5 il Lol AL
e (10) e ualil aydly (V) 31 ol 3 sy« abisl () 5,200
ort 58 it gl o8 sl gl o pial) syl STl o Ml
 aady g1 Sl



OF ¥ ALy YU 5 (1) b ¥ sl - G Jl B A
(c) Ninety (90) days after the date Joint Venture Company comes 1nto

(d)

existence 1n accordance with paragraph (b) above, 1t shall prepare a
Work Program and Budget for further Exploration and Exploitation
1n any portion of the Area converted into Exploitation Lease (s) for
the remainder of the Financial Year in which the Commercial
Discovery is made; and not later than four (4) months before the
end of the current Financial Year (or such other date as may be
agreed upon by EMRA and CONTRACTOR) and four (4) months
preceding the commencement of each succeeding Financial Year
thereafter (or such other date as may be agreed upon by EMRA and
CONTRACTQOR), Joint Venture

Company shall prepare an annual Production Schedule, Work
Program and Budget for further Exploration and Exploitation in any
portion of the Area converted into Exploitation Lease (s) for the
succeeding Financial Year. The Production Schedule, Work
Program and Budget shall be submiited to the Board of Directors
for approval. The Work Program and Budget for (further
Exploration m any portion of the Area not converted into
Exploitation Lease's shall be implemented, reviewed and approved
in accordance with Article IV (f).

Not later than the twentieth (20%) day of each month, The Joint
Venture Company shall furmnish to CONTRACTOR a written
estimate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed in U.S.
Dollars having regard to the approved Budget. Such estimate shall
take into consideration any cash expected to be on hand at month
end.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e} below on the

first (15Y) day and fifteenth (15%") day respectively, or the next

following business day, if such day is not a business day.
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(e} The Joint Venture Company i1s authonzed to keep at its own disposal

abroad m an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for
transferning to a local bank in the A.R.E. the required amount to
meet the expenditures in Egyptian Pounds for The Joint Venture
Company in connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year, The
Joint Venture Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by a
recognized firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the
balance outstanding at the end of the Financial Year.

(f) The parties acknowledge and agree that the Board of Directors of the

(g)

Joint Venture Company shall have full rights and responsibilities to
decide and determine all matters relating to activities of Joint
Venture Company hereunder. In accordance with the provision of
the charter of the Jomnt Venture Company. The parties further
acknowledge and agree that with respect to the subject matters
which require action to be taken by the Board of Directors of the
Joint Venture Company, time will be of the essence. Accordingly,
EMRA and the Contractor agree to cause their respective Directors
to act diligently on all such matters which may be referred to them
and to use their best efforts to reach prompt decisions.

It shall be the general policy of the Board of Directors of the Joint
Venture Company, supporied by CONTRACTOR and EMRA to
manage the affairs of the Joint Venture Company consistent with
good mining practices and to the best interests of the owners of the
Joint Venture Company.



¥ooA i iy ¥ 5 (D) b ¥ saall - Zeas J3w 2

on

e iyt ke 1 0,5, 28,2801 26,200 of acke il o (

sl ol pad N - sy e — eall W oLl galally ol IS s
ligr el Jig of AS,22U 25,80 Lo comnp o g Jols ol £
-thbﬁ b Wole J ekl Leay (1 byt Jiailh g pud| e o 6

el Sy 3L G g

u..."__,m..f)‘...‘.—u—” 301 Bl ¢ oYl Sldae 5,8 IS sy 3] (B)

e o5lyslin Jolitly 2o gl 5l o Lgoobiinsasd &Sl 25,400 S

eLel B ggo o alls 3 k) 13056170 iUl s Lyl pliba

iS5 il i Al ol Syttt oldesy el o
(azalaadt Bl 1)

W Aluaddly wildg pal 19 ullS) 212 st

Ly i gy JS 0y Jud) K8, 2l 8,801 s g o LY my (1)

oy teaglls Joliall iy LokaS [ytos (J3Y1 e (%) Loy pposancty
ey & 1,281 380 um 2l Lelal! golally ._.,.uu...s'_,_u.,,i
L a1 .HJLuLm DB o L wme_, L]
S, =al) i, A Joy de il Taydastl J e Uiy 0db ey ol
85t Jaix oy Ry 5 Kiaw gy JS 9 Lﬂmlwfaus! i sLone
o Zoa g Skl il Wby Loy Zaeill W Lo lald sladly Il 387 220

AUl ods Wb 31 ol Y o ¢ 5,6y ik o2 i,



oy

REPI SR L W T PWICH & SV [ SO YO 1

(h)

(1)

It 1s expressly agreed that the joint venture company shall have the
right and responsibility to market and sell all Gold and associated
minerals produced hereunder to any persons outside or within the
A.R. E. The Joint Venture company shall use its best efforts to
consurmmate ali sales on the most favorable terms and conditions as
it may be able to obtain under market conditions prevailing at the
sale time.

If and for as long during the period of production operations, there
exists an excess capacity in facilities which can not during the
period of such excess be used by The Joint Venture Company,

- EMRA and CONTRACTOR will consuit together in order for

(a)

EMRA to use the excess capacity if it so desires without any

financtal or operational disadvantage to the CONTRACTOR or
Joint Venture Company.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

The Joint Venture Company shall prepare not less than ninety (90)
days prior to the beginning of each quarter of each financial year
following commencement of commercial production and furnish in
writing to CONTRACTOR and EMRA a forecast setting out the
total quantity of the gold and associated minerals that Joint Venture
Company estimates can be produced, saved and transported
hereunder, during such calendar quarter in accordance with good
mining practices. The Joint Venture Company shall endeavor to
produce each calendar quarter the forecast quantity. The Gold and
associated minerals produced shall be placed in storage facilities,
according to the Government regulations by the Joint Venture
Company for the purposes of royalty and other purposes under the

agreement.
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(b) Royaity

(€)

(d)

A three percent (3%) royalty as applicable under Article III (a) of
the total production produced per quarter of refined gold and
refined associated mminerals or the equivalent value 1n cash shall be
delivered (or paid) to the Government (as the Government may
elect) by the Joint Venture Company on behalf of the
CONTRACTOR and EMRA. It is understood that any such royalty

is unrecoverable.
Cost Recovery GOLD

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and

‘expenditures in respect of all the Exploration, Exploitation and

related operation under this Agreement to the extent and out of
thirty percent (30%) of all refined gold and refined associated
rminerals produced from all Exploitation Leases within the Area
hereunder., Such GOLD and Associated Minerals is hereunder
referred to as " Cost Recovery GOLD".

For the purposes of evaluating the Royalty and cost recovery
GOLD, the price for GOLD published by London Metal Exchange
at the ume of sell or equivalent price, shall be used.

For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery, the following terms

shall apply :

(1) "Exploration Expenditures” shall mean all costs, expenses for
Exploration and the related portion of indirect expenses and
overheads.

(11) "Exploitation Expenditures” shall mean all costs and expenses
for EXPLOITATION and the related portion of ndirect
expenses and overheads together with interest as stated in
Article III (1) with the exception of Operating Expenditures.
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{(iii} "Operating Expenses” shall mean all costs, expenses and
expenditures made after Commercial Production commences
which costs, expenses and expenditures are not normally
depreciable. However, Qperating Expenses shall not mclude
replacement of assets or part of an asset, additions,
tmprovements, rencwals or major overhauling that extend the
life of the asset,

{e} Exploration Expenditures, Exploitation Expenditares and Operating
Expenses shall be recovered from Cost Recovery GOLD in the
following manner;

(i) "Exploration Expenditures”, including those Expenditures
accumulated  prior to the commencement of intial
Commercial Production, which for the pupose of this
Agreement shall mean the date on which the first regular
shipment or the first deliveries of GOLD and Associated
Minerals are tade shall be recoverable at the rate of
twenty-five percent {23%) per annum starting in the Tax Year
in which expenditures are made and paid or the Tax Year in
which initial Commercial Production commence whichever 18
the later date.

(ii} "Exploitation Expenditures™, including those Expenditures
accipnulated  prior o the commencement of  initial
Commercial Production which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the first deliveries of GOLD and Associated
Minerals are made, shall be recoverable at the rate of twenty
-five percent (25%) percent per annum starting in the Tax
Year in which expenditures are made and paid for or the tax
vear it which imitial Commercial Production commences
whichever is the later date.
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(iii) "Operating Expenses”, incurred and paid after the date of initial
Commercial Production, which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the first deliveries of GOLD and Associated
Minerals are made, shail be recoverable in full (100%) cither
in the Tax Year in which gxpenditures are made and paid for
or the tax year in which initial Commercial Production occurs
‘whichever is the later date.

(iv) To the exteni that in a Tax Year, cosis, expenses or
expenditure recoverable per paragraphed (1), (ii) and ()
preceding exceed the value of the Cost Recovery GOLD  for
ﬂuéﬁ tax vear, the excess shall be carried forward for recovery
in the nexi succeeding Tax Year {53 until fully recovered, but

in no case after the termunation of this Agreement, as to
CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
referred o above, shall be aliocated to each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter
as thus allocated, shail be carried forward for recovery i the
next guarter, |

{f} (Except as provided in Article VII (a) and (g), CONTRACTOR shall
each quarter be entitled to take and own all Cost Recovery Gold,
which shall be taken and disposed of in the manner determined
pursuant to article VII (e). To the ertent that the value of all Cost

- Recovery Gold [ as determined in Arnticle VII (e} | exceeds the
actual recoverable costs and expenditures, inciuding any carry
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{8

{h}

()

forward under Article VII {g), to be recovered in that quarter, then
such Excess in Cost Recovery Gold shall be called "EXCESS
GOLD” and shall be divided between EMRA and The Contractor as
determined mn Article VII (h), CONTRAUTOR shall pay
EMRA its share of “EXCESS GOLD” cither (i) in cash in the
manoer set forth in Aricle IV of the Accounting Procedure
contained in Annex "E" or (i) in kind in accordance with Article
VH {a).

Production Sharing -

The remaming percentage of total productiou of refined gold and
retined associated minerals after the deduction of Royalty and Cost
Recovery Gold percentages shall be divided between EMRA and
The CONTRACTOR as the following:

EMRA’s share = fifty percent (50%)
Contractor’s share = fifty percent (50%)
Excess Gold

Excess GOLD  shall. be divided between EMRA and The
CONTRACTOR as the following:

EMRA s share = sixty percent {60%)
Contractor’s share = forty percent (40%)

{t is expressly agreed that CONTRACTOR'S ‘cost recaovery GOLD
under Ariicle VI () and {e) and aiso share of GOLD under Articie
VH (g} shall be transferable out of the A.RE such transfers being
accomphished in accordance with the procedures in force in ARE.
Notwithstanding the foregoing, the GOVERNMENT, and subject to
its desire, shall be entitled to buy such quantities of GOLD
produced from the Areas hereunder. Tt is understood and agreed
upon, that the payment for the amount purchased from
CONTRACTOR shall be made in U8, Dollars or any other freely
convertible currency.
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"ARTICLE VIl
TITLE TO ASSETS

(a) EMRA shall become the owner of all CONTRACTOR acquired and
owned assets which assets were charged to Cost Recovery by
COnTRACTOR 1n connection with the operations carried out by
CONTRACTOR or Joint Venture Cnmpany in accordance with the
following:

(1) Land shall become the property of EMRA as soon as it is
purchased.

(2) Title to fixed and movable assets shall be transferred automatically
and gradually from CONTRACTOR to EMRA as they become
subject to recovery in accordance with the provisions of Article
VII; however the full title to fixed and movable assets shall be
transferred automatically from CONTRACTOR to EMRA when
its total costs has been recovered by CONTRACTOR in
accordance with the provisions of Article VII or at the ttme of
termination of this Agreement with respect to all assets
chargeable te the Operations  whether recovered or not,
whichever first occurs. |

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EMRA or

by Joint Venture Company to EMRA and CONTRACTOR
within thirty (30) days of the end of each quarter.

(3) All samples provided in article {XIII- b) that shall be transported
by the contractor to EMRA stores annually upon EMRA's
request and technical data shall be transferred annually to
EMRA as representative of the GOVERNMENT, upon
EMRA'S request or at the termination of the Agreement or at
the end of agreement whichever is earlier,
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(4) All maps, data and technical reports concerned with this
agreement which prepared inside and outside A.R.E.

(b) During the term of this Agreement and the rénewal period EMRA,
CONTRACTOR and Joint Venture Company are entitled to the full
use and enjoyment of all fixed and movable assets referred to above
in connection with operations - hereunder or under any other
Concession Agreement entered into by the parties. Proper
accounting adjustment shall be made. CONTRACTOR and EMRA

shall not dispose of the same except with agreement of the other.

(c) CONTRACTOR and Joint Venture Cumpanyl may freely import into
| the A.R.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, including but not limited

to the lease of computer hardware and software.

(d) CONTRACTOR and SUBCONTRACTOR shall freely export at the

end of such use machinery and equipment, free of tax and other
duties.

ARTICLE IX
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in AR.E. at which notices shall
be vahdly served. The General Manager and Deputy General Manager
shall be entrusted by CONTRACTOR with sufficient power to carry out
immediately all local written directions given to them by the Government
or its representatives under the terms of this Agreement. All lawful
regulations issued or hereafter to be issued which are alﬁplicable.
hereunder and not in conflict with-this Agreement shall apply to the
“duties and activities of the General Manager and Deputy General
Manager.
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All matters and notices shall be deemed to be validly served which are
delivered to the office of the Generat Manager or which are sent 10 him
by regstered mail to Contractor's office in the A.R.E.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chairman of EMRA or which are sent to
him by registered mail at EMRA's main office in Cairo.

ARTICLE X
BONUSES
{a} SIGNATURE BONUS:
CONTRACTOR shalt pay to EMRA as a signature bonus the sum of

twenty thousands and fwo hundred and fifty {20,256} U.S. Dollars
on the Effective Date. |

{b) EXPLOITATION LEASE BONUS:

CONTRACTOR shall pay to EMRA as approval of each exploita-
tion lease the amount in U.S. Dollars that equivalent to the half per-
cent (0.5%) of the proposed operating budget for the first year of op-
eration.

() EXPLOITATION EXTENSION BONUS:

CONTRACTOR shall also pay to EMRA as an approval of the ex-
tension of explottation lease .the amount in U.S, Dollars that equav-
alent to the half percent (0.5%) of the proposed operating budget tor
the first year of operation.

All the shove mentioned bonuses shall in no event be recovered bry
CONTRACTOR,

ARTICLE X}
CUSTOMS EXEMPTIONS

{a) EMRA, CONTRACTOR, and the Joint Venture Company shall be
permitied to mport and shall be exempted from customs duties,
sales tax any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any wnature
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(b)

and from the importation rules with respect to the importation of
machinery, equipment, appliances, materials, items, means of
transport and transportation (the exemption from taxes and duties
for cars shall only apply to cars to be used in operations), electric
appliances, air conditioners for offices, field housing and facilities,
electronic appliances, compuier hardware and software, as well as
spare parts required for any of the imported items, all subject to a
duly approved certificate issued by the responsible representative
nominated by EMRA for such purpose, which states that the
imp'ﬂrted items are required for conducting the operations pursuant
to this Agreement. Such certificate shall be final and binding and
shall automatically result in the importation and the exemption
without any further approval, delay or procedure.

Machinery, equipment, appliances and means of transport and
transportation imported by EMRA, CONTRACTOR and Joint
Venture Company's contractors and subcontractors temporarily
engaged 1n any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release Systern” without. payment of customs duties, sales tax or
any taxes, levies or fees (including fees imposed by Ministerial
Decision No. 254 of 1993 issued by the Minister of Finance, as now
or hereafter amended or substituted) of any nature upon
presentation of a duly approved certificate issued by an EMRA
responsible representative nominated by EMRA for such purpose
which states, that the imported items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not
to be used in operations) set out in Article XI (a) imported by
EMRA', CONTRACTOR's and Joint Venture Company's
contractors and sub-contractors for the aforesaid operations, in
order to be ingtalled or used permanently or consumed shali meet
the conditions for exemption set forth in Article XI (a) after being
duly certified by an EMRA responsibie repreéentativﬂ to be used for

conducting operations pursuant to this Agreement.
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{c} The expatriate employees of CONTRACTOR, Joint Venture

Company and their contractors and subconiractors shail not be
entitled to any exemptions "from customs duties and other anmﬁary
taxes and charges except within the limits of the provisions of the
laws and regulations applicable in the A.R.E. However, personal
household goods and furniture (including ome (1) car) for each
expatriate employee of CONTRACTOR and/or Joint Venture
Company shall be cleared under the "Temporary Release System”
(without payment of any customs duties and other ancillary taxes)
upcn presentation of a letter to the appropriate customs authorities
by CONTRACTOR or Operating Company approved by an EMRA
responsible representative that the imported items are imported for
the sole use of the expatriate employee and his family, and that such
imported items shall be re-exported outside the A.R.E. upon the
repatri ation of the concerned expatriate employee.

(d) Items imported into the A R.E. whether exempt or not exempt from

customs duties and other ancillary taxes and charges hereunder,
may be exported by the importing party at any time after obtaining
EMRA's approval, which approval shall not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such items have been already exempt, being
applicable. Such items may be sold within the A.R.E. after
obtaining the approval of EMRA which approval shall not be
unreasonably withheld. In this event, the purchaser of such items
shall pay all applicable customs duties and other ancillary taxes and
charges according to the condition and value of such items and the
tariff applicable on the date of sale, unless such items have already
been sold to an Affiliated Company of CONTRACTOR, if any, or
EMRA, having the same exemption, or unless title to such items
(excluding cars not used in operations) has passed to EMRA. In the
event of any such sale under this paragraph {(d), the proceeds from
such sale shall be divided in the following manner :
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CONTRACTOR shall be entitled to reimbursement of its

unrecovered cost, if any, in such items and the excess, 1f any, shall

be paid 10 EMRA.

(e} The exemption provided for in Article XI (a) shall not apply to any

(f)

imported items when items of the same or substantially the same
kind and quality are manufactured locally meeting CONTRACTOR's
and/or Joint Venture Company's specifications for quality and
safety and are available for timely purchase and delivery in the
A R.E. at a price not higher than ten percent (10%) more than the
cost of the imported 1tem, before customs duties but after freight

and insurance costs if any have been added.

CONTRACTOR, EMRA and their respective buyers shall have the
right to freely export the GOLD and Associated minerals produced
from the Area pursuant to this Agreement; no license shall be
reéuire:d, and such GOLD shall be exempted from any customs
duties, any taxes, levies or any other imposts in respect of the

export of GOLD and Associated minerals hereunder.

ARTICLE XII

BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) EMRA, CONTRACTOR and Joint Venture Company shall each

maintain at their business offices in the A R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally ‘used in the mining

industry, and such other books and records as may be necessary to
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show the work performed under this Agreement, including the
amount and value of all GOLD and Associated minerals produced
and saved hereunder. CONTRACTOR and Joint Venture Company
shall keep their books of account and accounting records in United
States Dollars.

The Joint Venture Company shall furnish to the GOVERNMENT
or its representatives monthly returns showing the amount of
GOLD and Associated minerals produced and saved hereunder.
Such returns shall be prepared in the form required by the
GOVERNMENT, or 1ts representative and shall be signed by the
General Manager or by the Deputy General Manager or a duly
designated deputy and delivered to the GOVERNMENT or its
representative within thirty (30) days after the end of the month

c:_uvered in the retum.

(b} The aforesaid books of account and other books and records referred

to above shall be available at all reasonable times for inspection by
duly authorized representatives of the GOVERNMENT.

(c) CONTRACTOR shall submit to EMRA a Profit and Loss Statement
of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit or
loss from the mining operations under this Agreement for such Tax

Year.

CONTRACTOR shall at the same time submit a year - end Balance
Sheet for the same Tax Year to EMRA. The Balance Sheet and
financial statements shall be certified by an Egyptian certified
accounting firm accepted by EMRA.
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ARTICLE X1
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Jjoint Venture Company shall prepare and,
at ull times while this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR
and/or Joint Venture Company shall fumish the GOVERNMENT
or its representative, in conformity with applicable regulations or as
the GOVERNMENT or its representative may reasonably require
information and data conceming its operations under this
Agreement. Joint Venture Company will perform the functions
indicated in this Article XIII in accordance with its role as specified
in Article VI of Annex D.

(b) CONTRACTOR and/or Joint Venture Company shall save and keep

(c)

(d)

for one year a representative portion of cach sample of cores and
cuttings taken from drilling, to be disposed of, or forwarded to the
GOVERNMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
Joint Venture Company for their own purposes shall be considered

available for inspection at any reasonable time by the
GOVERNMENT or its representatives.

Unless otherwise agreed to by EMRA, in case of exporting any rock
samples outside A.R.E., samples equivalent in size and gualty
shall, before such exportation, be delivered to EMRA as
representative of the GOVERNMENT.

Originals of records can only be exported with the permussion of
EMRA; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A.R.E. may be
exported If a monitor or a comparable record, if available, 15
maintained in the A.R.E. and provided that such exports shall be
repatriated to A.R.E. promptly following such processing or
analysis on the understanding that they belong to EMRA.
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(e)

()

In the pertod during which the CONTRACTOR is conducting the
Exploration operations, EMRA' duly authorized representatives or
employees shall have the right to full and complete access to ‘the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EMRA's representative, in exercising its rights
under the preceding sentence of this paragraph (e), shall not
interfere with CONTRACTOR's operations.

CONTRACTOR shall provide EMRA with copies of any and all
data (including, but not limited to, geological and geophysical
reports, logs and well surveys) information and interpretation of
such data, and other information in CONTRACTOR's possession.
CONTRACTOR should furnish EMRA with quarterly and annual

“technical reports or as per EMRA's request.

(g) All these data shall be confidential and shall not be divulged by

(h)

EMRA without the written consent of CONTRACTOR while this
Agreement is in force during Exploration periods. For the purpose
of obtaining new offers, EMRA may show any other party
geophysical and geological data (such data to be not less than one (1)
year old unless CONTRACTOR agrees to a shorter period, which
agreement shall not be unreasonably withheld, however, EMRA
may at any time show another party such data directly obtained
over or acquired from those parts of the Area which
"CONTRACTOR" has relinquished as long as such data is not less
than one (1) year old.

EMRA and CONTRACTOR shall at all times cooperate fully and
use their best efforts to acquire for their mutual benefit any data
which relates to the Areas in possession from any other person or
entrty.
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ARTICLE X1V
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR’S Exploration
operations and shall indemnify the GOVERNMENT and/or EMRA
against all damages for which they may be held liable on account of any
such: operations.

ARTICLE XV
SAVING OF GOLD AND PREVENTION OF LOSS

CONTRACTOR and Joint Venture Company shall take all proper
measures, according to generally accepted methods in use in the mining
industry to prevent loss or waste of GOLD above or under the ground in
any form duning Exploitation operations. EMRA has the right to prevent
any operation in any mine that it might reasonably expect would result in
loss or damage to the mine. |

ARTICLE XVI
RESTORATION, REHABILITATION AND POLLUTION

CONTRACTOR shall be responsible for reasonable restoration and
rehabilitation of the surface of the Exploration Areas, Exploitation Areas
and any area outside the Exploitation Areas used by CONTRACTOR or
by the Joint Venture Company, as the case may be and shall be
responsible for the safe of substances and protection of open pits and
wells. CONTRACTOR and Joint Venture Company, as the case may be,
shall also take all reasonable measure to control and minimize the effects
of harmful poliutions and contamination to the extent practically
possible. |

- All surface and groundwater resources, if any should be handled in way
to avoid any kind of harmful pollution.

- Such restoration and control shall be accomplished in a manner
consistent with good international practice in the mining industry,
giving due regard to the health and safety of the public.
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ARTICLE XVII
PRIVILEGES OF GOVERNMENT REPRESENTATIVES
Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such representatives may examine the books,
registers and records of EMRA, CONTRACTOR and Joint Venture
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR .or Joint Venture Company on the condition that no
danger or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Joint
Venture Company so that none of the activities shall endanger or hinder
the safety or efficiency of the operations. CONTRACTOR or Joint
Venture Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished hnuaing. while they are in the field for the purpose of
facilitating the objectives of this Article. Without prejudice to Article
XTI (e) any and all information obtained by the GOVERNMENT or its
representatives under this Article XVII shall be kept confidential with

respect to the Area.
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ARTICLE XVIII
- EMPLOYMENT RIGHTS AND TRAINING OF
- ARAB REPUBLIC OF EGYPT PERSONNEL
(a)' It 1s the desire of EMRA and CONTRACTOR that operations

hereunder be conducted in a business-like and efficient manner.

(1) The expﬁl:ﬁatc admunistrative, professional and technical personne]
employed by CONTRACTOR or Joint Venture Company and
the personnel of its contractors for the conduct of the operations
hercunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministerial Order No. 280 of
1981 as amended, and CONTRACTOR agrees that all
imrmgration, passport, visa and employment regulations of the
ARE., shall be applicable to all alien employees of
CONTRACTOR working in the A.R.E.

(2) A mmmmum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by

CONTRACTOR or Joint Venture Company shall be paid
monthly in Egyptian Currency.

(b) CONTRACTOR and Joint Venture Company shall each select its

()

employees and determine the number thereof, to be used for .

operations hereunder.

CONTRACTOR shall after consultation with EMRA, prepare and
carry out specialized training programs for all it's A.R.E. employees
engaged in operations hereunder with respect to applicable aspects
of the muning industry. CONTRACTOR and Joint Venture
Company undertake to replace gradually their non-executive

expatriate staff by qualified nationals as they are available.
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(d) Training during Exploration periods :

(e

()

In each financial year of exploration period/s, an amount in US.
Dollars that equal to one percent (1%) of the Annual Exploration
Expenditures or the sum of thirty thousands (30,000) U.S Dollars,
whichex-rer is higher, shall be allocated by the Contractor as an

Exploration Training Budget for EMRA’S personnel.

This exploration training cost shall be recovered as Recoverable

Exploration Cost .
Training during Exploitation periods :

In each financial year of exploitation period, an amount i US
Dollars that equal to half percent (0.5%) of the Annual
Exploitation and Operating Expenditures shall be allocated by Joint
Venture Company as an Exploitation Training Budget for

EMRA’S personnel.

This exploitation training cost is considered as Recoverable

Exploitation Expenditures.

Training programs shall be arranged and organized by the Contractor
or Joint Venture Company at EMRA’S request. In the event that the
total cost of such programs is less than the allocated training
budget, the difference shall be paid in cash by Contractor/ Joint
Venture Cumpanjr to EMRA. However, and subject to EMRA’s
request, EMRA shall have the right to take the whole or part of

allocated amount for trainiﬁg , in cash,
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ARTICLE XIX
LAWS AND REGULATIONS

(a) CONTRACTOR and Joint Venture Company shall be subject to Law

No. 86 of 1956 and the regulations 1ssued for the implementation
thereof, including the regulations for the safe and efficient
performance of operations carried nutlfnr the execution of this
Agreement and for the conservation of the GOLD resources of the
ARE, provided that no regulations, or modification or
interpretation thereof, shall be contrary to or inconsistent with the

provisions of this Agreement.

(b} CONTRACTOR and Joint Venture Company shall be subject to the

{c)

provisions of the Law No. 4 of 1994 concerning the environment
and its executive regulation as may be amended, as well as any laws
or regulations may be issued, concerming the protection of the

environmernt.

Except as provided in Article I for Income Taxes, EMRA,
CONTRACTOR and Joint Venture Company shall be exempted
from all taxes and duties, whether imposed by the GOVERNMENT
or municipalities including among others, Sales Tax, Value Added
Tax and Taxes on the Extracting, Producing, Exporting or
Transporting of GOLD and Associated Minerals as well as any and
all withholding taxes that might otherwise be imposed on dividends,
interest, technical service fees, patent and trademark royalties and

similar items or distributions of any income to the shareholders of

CONTRACTOR, CONTRACTOR shali be exempted from any tax

on capital including any tax on real estate.
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(d)

i) bhbbirinl-

The nights and obligations of EMRA and CONTRACTOR under,
and for the effective term of this Agreement shall be governed by
and tn accordance with the provisions of this Agreement and can
only be allered or amended by the written mutual agreement of the
Said eontracting parties and according to the same procedures by

‘which the original agreement has been issued.

{e)} The comtractors and sub-contraciors of CONTRACTOR and Yoint

Venture Company shall be subject to the provisions of this
Agreement which affect them. Insofar as all regudations which are
duly issued by the GOVERNMENT apply from time 10 tme and
are not in accord with the provisions of this Agreement, such
reguiations shall not apply o CONTRACTOR, Joint Venture
Company and their respective contractors and subcontractors, as the
case may be,

(f} EMRA, CONTRACTOR, Joint Ventwre Company and theis

(a)

respective contractors and subcontractors shail for the purposes of
this Agreement be exempied from all professional stamp duges,
Hriposts and fevies tmposed by syndicates [aws with respect to thetr
agocuments and activiues hereunder,

All the exemptions from the application of the ARE. laws or
regulations granted to EMRA, CONTRACTOR, Joint Venture
C.ompany, their contractors and sub-contraciors under this
Agreement shall 1include such laws and regulations as presently in
etfect or hereafter amended or substituted.

ARTHCLE XX
ASSIGNMENT

Netther EMRA nor CONTRACTOR rmay asstgn to a person, firm
or covporation, inp whole or in part, any of 8 rights, priviieges,
duties ot obligations under this Agreerent exther directly or indirectly
withouwi the wrilten consent of the Government and in all cases of
priority shaft be given to EMRA if 1 50 desies o obtain the untecest
intended o be assigned subject 1o paragraph (¢} of this Article,
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(b) To enable consideration to be given to any request for such consent

the following conditions must be fulfilied:

(1) The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such request i1s

made.

(2) The instrument of assignmentlmust include provisions stating
precisely that the assignee is bound by all covenants contained
in this Agreement and any modifications or additions 1n writing
that up to such time may have been made. A draft of such
instrument of assignment shall be submitted to EMRA for

review and approval before being formally executed.

(3) The assignor(s) must submit to EMRA reasonable documents
and evidence of the assignee’s financial and technical

competence.

(c) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article (XX} shall be free of any
transfer, capital gain taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or simiiar payments.

(d) Aslong as the assignor shall hold any interest under this
Agreement, the assignor together with the assignee shall be jointly

and severally lable for all duties and obligations of

CONTRACTOR under this Agreement.
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(e) Once the assignor and a proposed third party assignee, have

(f)

agreed the final conditions of an assignment, the assignor shall
disclose such final conditions in a written notification to
EMRA. EMRA shall have the right to acquire the interest intended
to be assigned, if, within sixty (60) days from assignor's written
notification, EMRA delivers to the assignor a written
notification that it accepts the same conditions agreed to with the
third party assignee. If EMRA does not deliver such notification
within such sixty (60) days period, the assignor shall have the
right to assign to the proposed third party assignee, subject to the
GOVERNMENT approval under Paragraph (a) of this Article
(XX).

ASSIGNMENT BONUS: shall be 10 % of the total amount of
transaction and paid by CONTRATOR to EMRA upon
Government's approval on CONTRACTOR'S request to assign to
other entity. B

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR,
in the following instances:

1) If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration for
the execution of this Agreement;

2) If it assigns any interest hereunder contrary to the provisions of
Article XX

3) If it is adjudicated bankrupt by a court of competent jurisdiction;

4) 1f it does not cnmply- with any final decision reached as the result
of court proceedings conducted under Article XXIV.
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53 If it intentionally extracts any mineral other than GOLD and
associated minerals not authorized by this Agreement or without
the authority of the GOVERNMENT, except such extractions as
may be unavoidable as the resull of the operations conducted
hereunder in accordance with accepted GOLD mdustry practice
and which shall be notified to the GOVERNMENT or its

| representative as soon as possible.

6}- If # commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 36
of 1956, which are not contradicted by the provisions of this
Agreement.

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the prowvisions of this
Agreement, and, m the event of such canceliation,
CONTRACTOR, shall have the right to remove from the Area
all its personal property.

(b} If the GOVERNMENT deems that one of the afore Said causes
{other than a force majeure cause referred to in Article XXI) exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) day wnitten notice personally served
on CONTRACTOR'S General Manager in the legally official
manner and receipt of which is acknowledged by him or by his
legal agents, to remedy and remove such cause; but if for any
reason such service is impossible due to unnotified change of
address, publication in the Official Journal of the GOVERNMENT
of such notice shall be considercd as valid service upon
CONTRACTOR. If at the end of the Said ninety (%)) day notice
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(a)

(b)

pertod such cause has not been remedied and removed, this
Agreement may be canceled forthwith by Order or Presidential
Decree as afore Sﬂ}d prnvldf:d however, that if such cause, or the
failure to remedy or remove such cause, results from any act or
omission of one party, cancellation of this Agreement shall be

effective only against that party and not as against any other party
hereto.

ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EMRA and
CONTRACTOR, or either of them of any obligation under this
Agfeemﬂnt shall be excused if, and to the extent that, such non
-performance or delay is caused by force majeure. The period of
any such non-performance or delay, together with such period as

may be necessary for the restoration of any damage done during

‘such delay, shall be added to the time given in this Agreement for

the performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks affected by

"Force Majeure".

"Force Majeure” within the meaning of this Article XXII, shall |
include, but not be limited to any act of God, insurrection, riot, war,
and other labor disturbance, fires, floods or any cause not due to the
fault or negligence of EMRA and CONTRACTOR or either of
them, whether or not similar to the foregoing, provided that any
such cause is beyond the reasonable control of EMRA and
CONTRACTOR, or either of them.
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(c)

(d)

(a)

(b)

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EMRA and CONTRACTOR, or either of them for
any damages, restrictions or loss arising in consequence of such

case of force majeure .

If the force majeure event occurs during the initial Exploration
period or extension thereof and continlies in effect for a period of
SIX (6) months CONTRACTOR shall have the option upoit ninety
(90) day prior written notice to EMRA to terminate its obligations
hereunder without further hability of any kind.

ARTICLE XXIII
RIGHT OF REQUISITION

In case of national emergency due to war or imminent expectation of
war or internal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
The Joint Venture Company to increase such production to the
utmost possible maximum. The GOVERNMENT may also
requisition the GOLD Mine(s) itself and, if necessary, related
facilities.

In any such case, such requisition shall not be effected except after
inviing EMRA and CONTRACTOR or their reprcsentative by
registered letter, with acknowledgement of receipt, to express their

views withrespect to such requisition.

(c) The requisition of production shall be effected by Ministerial Order.

Any requisition of the GOLD mine (s), or any related facilities shall
be effected by a Presidential Decree duly notified to EMRA and
CONTRACTOR.
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(d)

(b)

In the event of any requisition as provided above, the
GOVERNMENT shall indemnify 1n full EMRA and
CONTRACTOR for the period during which the requisition 1s

maintained, including:
1 - All damages which result from such requisition; and

2 - Full repayment each month for all GOLD and associated
- minerals taken by the GOVERNMENT less the royalty share

of such production.

However, any damage resulting from enemy attack is not within the
meaning of this paragraph {d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid
to CONTRACTOR for taken GOLD and associated minerals shall
be calculated in accordance with Article VII (C).

ARTICLE XXIV-
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties hereto.shall be referred to the

jurisdiction of the appropriate A.R.E. Courts and shall be finally
settled by such Courts according to the Egvptian Jaw.

Any dispute, controversy or claim arising out of or relating to this

Agreement, or breach, termination or invalidity thercof between
EMRA and CONTRACTOR shall be settled by arbitration 1n
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration (the Center) 1n effect on
the date of this Agreement. The award of the arbitrators shall be
final and binding on the parties.



VoA L iir YN 5 (1) s YN sl ~ T o 2

}

- A

L')U&,&M:M;@Qim(&)

ade eall iy 3 L+ ity CSre ppmns of Db JS Lo mnty € 5 )

Legs ( V. }w‘wdpg@.ﬁdﬂlrﬁglrﬂgauwdl;wg
treess S Al pn by ol geadlls 1 (Sona rmenzy b Uit Mzl

. S Sl

JLrbluth&pdléLquig.Mlluwlﬂd.ﬂlr&ll
5aome W50 ¢ S (Sl s Loy (Y Ji_,ﬂ:m@'.s,‘u
dlﬁbﬂurSa_UmlﬂlM Wi a3 Sl oo by ol b Y
sl iy oS M oSl ens gl 0oy . anadll Jy55 L ey
Sl dely3 e VU e ¥ 3R Uy oo 1 (Sl Ly gy ]
ol ez (M maiyy ) sl Lol o ila) s st o Dol sl
it &g s Snite o e o il | g J| (Sl i S5
g elashes UM L) D33 o 03550 0l ey ikl i ol 2ol
pdlase o 5555 Vi b et LS Jylabh Apsy gyl oo &gy ppasr o0 S

LY ada o dadyhl SLBYI o) paastl Jlael 3 4ol

sppan 5L Lnag LY liol dll 8k« oSl 5 s ()

.&.Dmﬁuhr__wm:,bimgu. i)l e

oSl iy a3 (J s Db Lasley Lilgs GeaSiod | (S 5,5 ()
Lzl | LS Lol cpaaSond! (S dokis 059 + 4y Aikast] LI Sy



\.

Yo A L iy ¥V 5 (1) s ¥ sl - e Jl 50 4

(c)

The number of arbitrators shall be three (3).

(d) Each party shall appoint one arbitrator. If, within thirty (30) days

(f)

(g)

after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the

Center to appoint the second arbitrator.

The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of
the Permanent Court of Arbitration in The Hague- Netherlands to
designate the appointing authority. Such appointing authonty shall
appoint the presiding arbitrator in the same way as a sole arbitrator
would be appointed under Article 6.3 of the UNCITRAL
Arbitration Rules. Such presiding arbitrator shall be a person of a
nationality other than the A.RE. or the country of the
CONTRACTOR and of a country which has diplomatic relations
with both A.R.E. and the country of the CONTRACTOR and who
shall have no economic interest in the mining business of the

signatonies hereto.

Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the award, shall take place in
Cairo, A.R.E.

The arbitral award rendered shall be final and binding upon the
parties including the expenses of the arbitration and related issues,
The execution of the arbitral award before competent court
according to the Egyptian law.
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(h)

(1)

Egyptian Law shall apply to the dispute except that in the event of
any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducied in Engi;sh and
Arabic language.

EMRA and CONTRACTOR agree that if, for whatever reason,
arbitration In accordance with the above procedure cannot take
place, all disputes, controversies or clalms arising out of or relating
to this Agreement or the breach, termination or invalidity thereof
shall be settied by and hoc arbitration agreed by the parties in
accordance with the UNCITRAL Rules in effect on the Effective
Date. And if ad hoc arbitration can not take place, all disputes shall
be seitled by the appropnate A R.E. Courts.

ARTICLE XXV
STATUS OF PARTIES

(a) The nights, duties, obligations and habilities in respect of EMRA and

CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shali not be
construed as constifuting an association or corporation or
partnership.

{h} Each CONTRACTOR Member shall be subiect to the laws of the

- {c)

place where it iz mcorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.

Each CONTRACTOR Member's shares of capital which are
entirely held abroad shall not be negotiable in the A R.E. and shail
not be offered for public subscription in the AR.E. nor shall be
subject to the stamp tax on capital shares nor any tax or duty in the
ARE. CONTRACTOR shall be exempted from the application of
Law No. 159 of 1981 as amended.

in the event the CONTRACTOR consists of more than one

. CONTRACTOR MEMBER, all CONTRACTOR MEMBERS

shall be jointly and severally liable for the performance of the
obligations of CONTRACTOR under this Agreement.
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ARTICLE XXYVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Joint Venture Company, as the case may be, and

their contractors shall:

(a)

Give prionty to local contractors and subcontractors, including
EMRA' Affiliated Companies as long as their performance is
comparable with international performance and the prices of their

services are not higher than the prices of other contractors and

subcontractors by more than ten percent (10%).

(b)

Give preference to locally manufactured material, equipment,
machinery and consumables as long as their quality and time of
delivery are comparable to internationally available matenal,

equipment, machinery and consumables.

However, such material, equipment, machinery and consumables
may be mmported for operations conducted hereunder if the local
price of such items at CONTRACTOR'S or Joint Venture
Company's operating base in A.R.E. is more than ten percent (10%)
higher than the pnice of such imported items before customs duties,

but after transportation and insurance costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts of A R.E.
be referred to in construing or interpreting this Agreement; provided

however, that in any arbitration pursuant to Article XXIV herein above
between EMRA and CONTRACTOR the English and Arabic versions

shall

both be referred to as having equal force in construing or

interpreting the Agreement.
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ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this Agreement are solely
for the convenience of the parties hereto and shall not be used with

respect to the mterpretation of Said Articles.

| ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law is issued by the competent authorities of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreeﬁlent and giving
this Agreement full force and effect of law notwithstanding any

countervailing Governmental enactment, and the Agreement 15 signed by

the GOVERNMENT, EMRA, and CONTRACTOR.

THANI DUBAI MINING COMPANY,

BY: —

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
BY: - - -

ARAB REPUBLIC OF EGYPT
BY: . —-- e

Date ;
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ANNEXES
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
THANI DUBAI MINING COMPANY
IN
HODINE AREA,
EASTERN DESERT,
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is a provisional illustrative map showing the Area covered

and affected by this Agreement.

- The Concession Area measures approximately Two thousands and three

hundred and fifty square kilometers (2,350 km?). It is composed of all
or part of Exploration Blocks, the whole Blocks are defined on a three

(3) minutes latitude by three (3) minutes longitude grid.

Coordinates of the comer points of the Area are given in the following
table which forms an integral part of Annex "A":
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ANNEX "B"
Ilustrative Map showing the covered area
Of
CONCESSION AGREEMENT
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
- BETWEEN
THE ARAB REPUBLIC OF EGYPT
o _ AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
THANI DUBAI MINING COMPANY
IN
HODINE AREA,
EASTERN DESERT,
A.R.E.

Annex "B" is a provisional illustrative map. at an approximate scale of
(1:500,000 ) showing the Area covered and affected by this Agreement.

- 1t 15 to be noted that the delineation lines of the Area in Annex "B" are
intended to be only illustrative and provisional and may not show
accurately their true position in relation to existing monuments and
geographical features.

App. SCALE 1 : 500,000
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ANNEX "C"
LETTER OF GUARANTY

LETTER OF GUARANTY NO. CAIRO 2007
THE EGYPTIAN MINERAL RESOURCES AUTHORITY
Gentlemen,

The Undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the Egyptian Mineral Resources Authonty { hereinafter
referred to-as "EMRA" ) to the limit of four hundred thousands and
five thousands ($405,000) U.S. Dollars, the performance by THANI
DUBAI MINING (hereinafter referred to as {TDM) of its obligations
required for Exploration operations to spend a minimum four
hundred thousands and five thousands ($405,000 U.S. Dollars during
the first year of the Expinratiﬂn' period under Article IV of that
certain Concession Agreement (hereinafter referred to as the
"Agreement") covering that Area described in Annexes "A" and "B"
of Said Agreement, by and between the Arab Republic of Egypt
{(hereinafter referred to as "A.R.E"), EMRA and TDM, dated

— e e e bl B

It is understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarterly, during the penod of
expenditure of Said four hundred thousands and five thousands
($405,000 U.S. Dollars by the amount of money expended by TDM
for such Exploration operations during each such quarter. Each
such reduction shall be established by the joint written statement of
TDM and EMRA.

In the event of a claim by EMRA of non- perfnnnance or surrender
of the Agreement on the part of CONTRACTOR pnor to fulfillment
of Said minimum expenditure obligations under Article IV of the
Agreement, there shall be no liability on the undersigned Guarantor

. for payment to EMRA uniess and until such liability has been
established by written statement of EMRA setting forth the amount
due under the Agreement.
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It is a further condition of this Letter of Guaranty that:

I-This Letter of Guaranty will become available only provided that the
Guarantor will have been informed in writing by TDM and EMRA
that-the Agreement between ... , ARE. and EMRA has become
effective according to its terms, and Said Guaranty shall become
effective on the Effective Date of Said Agreement.

2- This Letter of Guaranty shall in any event allitnmatical]y expire on
whichever earlier date :

(a) Eighteen ( 18 ) months after the date it becomes effective, or

(b At such time as the total of the amounts shown on quarterly joint
statements of EMRA and TDM equals or exceeds the amount of

Said minimum expenditure obligation,

3- Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of Said expiration dates at the latest
accompanied by EMRA'S written statement, setting forth the amount
of under-expenditure deficiency by TDM to the effect that:

- TDM has failed to perform its expenditure obligations referred to
in this Guaranty, and

- TDM has failed to pay the expenditure deficiency to EMRA.

Please retum to us this Letter of Guaranty in the event 1t does not
“become effective, or upon the expiry date.

Yours Faithfully,

Accountant : -- . c———— _
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ANNEX "D"
CHARTER OF JOINT VENTURE COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authonzation of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter.

The Company shall be subject to all laws and regolations in force in the
AR .E. to the exient that such laws and regulations are not inconsistent
with the provisions of this Charter and the Agreement referred (o below.

ARTICLE I

‘The name of the Joint Venture Company shall be mutually agreed upon
between EMRA and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minisier of
Petroleum.

ARTICLEHE
The Head Office of Joint Venture Company shall be in the AR E..

ARTICLE 1V

The obiect of Joint Venture Company is to act as the agency through
which EMRA and CONTRACTOR, cairy out and conduct the,
Explottation and further Exploration operations required in accordance
with the provisions of the Agreement signed on the - day of
- ---- 2007 by and between the Arab Republic of Egypt, The
Egyptian Mineral Resources Authority and CONTRACTOR covering
Exploitation operations in Hodine AREA, deseribed therein.

The Joint Venture Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery n any
portion of the Area converted into a Exploitation Lease pursuant to Work
Programs and Budgets approved in accordance with the Agreement.

The Joint Venture Company shall keep & count of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "E" thereta,
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The Joint Venture Company shall not engage in any business or

undertake any activity beyond the performance of Said operations unless
otherwise agreed upon by EMRA and CONTRACTOR.

ARTICLE V

The authorized capital of Joint Venture Company is twenty thousand
(20,000) Egyptian Pounds divided into five thousand shares of common
stock with a value of

four Egyptian Pounds per share having equal voting rights, fully paid and
non- assessable. EMRA and CONTRACTOR shall each pay for, rodd
and own, throughout the life of Joint Venture Company, one half (1/2) of
the capital stock of Joint Venture Company (2500 shares for EMRA and.
2500 shares for TDM )provided that only in the event that either party
should transfer or assign the whole or any percentage of its ownership
interest in the entirety of the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock of Operating
Company and, in that event, such transferring or assigning party (and its
successors and assignees) must transfer and assign a stock mterest in
Operating Company equal to the transferred or assigned whole or
percentage of its ownership interest in the entirety of the Said
Agreement.

ARTICLE Y1

The Joint Venture Company shall not own any right, title, interest or
estate in or under the Agreement or any Exploitation Lease created there
under or in any of the GOLD or associated minerals produced from any
Exploration Block or Exploration Lease there under or in any of the
assets, equipment or other property obtained or used i connection
therewith, and shall not be obligated as a principal for the financing or
performance of any of the duties or obligations of either EMRA or
CONTRACTOR under the Agreement.
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ARTICLE Vil

The Jniﬁt Venture Company shall be no more than an agent for EMRA
and CONTRACTOR. Whenever it is indicated herein that The Joint
Venture Company shall decide, take action or make a proposal and the
like, it is understood that such decision or judgment is the result of the
decision or judgment of EMRA, CONTRACTOR or EMRA and
CONTRACTOR, as may be required by the Agreement.

ARTICLE VIl

The Joint Venture Company shall have a Board of Directors consisting of
eight (8) members, Four (4) of whom shall be designated by EMRA and
the other Four (4) by CONTRACTOR. The Chairman shall be designated
by EMRA and shall also be a Managing Director. CONTRACTOR shall

designate the General Manager who shall also be a Managing Director.
ARTICLE IX

Decisions of the Board of Directors shall be valid if 2 majority of the
Directors are voted and any decision taken must have the affirmative
vote of five (3} or more of the Directors; provided, however, that any

Director may be represented and vote by proxy held by another Director.
ARTICLE X

Assembly meetings of the Shareholders shall be valid if a majority of the
::apitai'stﬁék of Operating Company is represented thereat, Any decision
takenﬁt such meetings must have the affirmative vote of Shareholders

‘Owning or representing a majority of the capital stock
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ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of Joint Venture

Company employed directly by Joint Venture Company and not assigned
thereto by CONTRACTOR and EMRA.

The Board shall, in due course, draw up the By-Laws of Joint Venture
Company and éuch By-Laws shall be effective upon being approved by
a General Meeting of the Shareholders, in accordance with the provisions
of Article X hereof.

ARTICLE XII

The Joint Venture Company shall come into existence within thirty (30)
days after the date of Commercial GOLD Discovery as provided for in
the Agreement. (unless otherwise agreed by EMRA and Contractor).

The duration of Joint Venture Company shall be for a period equal to the

duration of the Said Agreement, including any renewal thereof.

The Joint Venture Company shall be wound up if the Agreement referred

to above is terminated for any reason as provided for therem.

THANI DUBAI MINING,

THE EGYPTIAN MINERAL RESOURCES AUTHORITY

By :--—-——- -—- ' e -
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE]
GENERAL PROVISIONS

{a) Definitions:

The definitions contained in Article I of the Agreement shall apply

this Accounting Procedure and have the same meamnags.
(b) Statements of activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,
render to EMRA within thirty {30) days of the end of sach
calendar quarier a Staternent of Exploration Activity refleching
all charges and credits related to the Exploration Operations
conducted In any portion of the Area not converted into an
Exploitation Lease for that quarter summarized by appropriate

classifications indicative of the nature thereof.

(2) Following its coming into existence, Joint Venture Company
shall render to EMRA and CONTRACTOR within ~rﬁ freen (15)
days of the end of each calendar quarter a Sétémant of
Exploitation and Exploration Activity reflecting all charges and
credits related to the Exploitation and Exploration operations
conducted in any portion of the Area converted into a
Exploration Lease for that quarter summarized by approprate
classifications indicative of the nature thercof, except that items.
of controliable matenial and unusual charges and ¢redits shall
be detailed.
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(¢) Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to

(2)

Article I (b) (1) of this Annex shall conclusively be presumed
to be true and correct after three (3) months following the
receipt of each Statement by EMRA unless within the Said
three (3) months EMRA takes written exception thereto

pursuant to Article IV (j) of the Agreement. During the Said

three (3) months period supporting documents will be available

for inspection by EMRA during all working hours.

CONTRACTOR will have the same audit rights on Joint
Venture Company Statements as EMRA under this

sub-paragraph.

All Statements of Exploitation and Exploration Activity for any
calendar quarter pursuant to Article I (b) (2) of this Annex,
shall conclusively be presumed to be true and correct three (3)
months following the receipt of such Statement, unless within
the Said three (3) months period EMRA or CONTRACTOR
takes written exception thereto. Pending expiration of said three
(3) months EMRA or CONTRACTOR or both of them shall
have the right to audit Joint Venture Company accounts,
records and supporting documents for such quarter in the same

manner as provided in Article IV (j) of the Agreement.
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(d)

(e)

()

(g)

Currency Exchange:

CONTRACTOR'S books for Exploration and Joint Venture
Company's books for Exploitation and Exploration, if any, shall be
kept in the A.R.E. in U.S. Dollars.

All U.S. Dollars expenditures shall be charged in the amount
expended. All Egyptian Pounds expenditures shall be converted to
U.S. Dollars at the applicable rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which expenditures
are recorded, and all other non-U.S. Dollars expenditures shall be
translated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited, London
at 10.30 am. G.M.T., on the first day of the month in which
expenditures are recorded. A record shall be kept of the exchange
rates used in translatthg Egyptian Pounds or other non-U.S Dollars
expenditures to U.S. Dollars.

Precedence of Documents:

In the event of any inconsistency or conflict between the provisions
of this Accounting Procedure and the provisions of the Agreement
treating the same subject differently, then the provisions of the
Agreement shall prevail. |

Revision of Accounting Procedure:

By mutual agreement between EMRA and CONTRACTOR, this
Accounting Procedure may be revised in writing from time to time
in the light of future arrangements. |

No Charge for Interest on Investment:

Without prejudice to Article IH (h) of this Agreement, Interest on
investment or any bank fees, charges or commissions related to any
bank guarantees shall not at any time be charged as recoverable
costs under the Agreement. :
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject 10 the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through Joint Venture Company, pay the following
costs and expenses, which costs and expenses shall be classified and
allocated to the activities according to sound and generally accepted
accounting principles and treated and recovered in accordance with
Article VII of this Agreement:

(a) Surface Rights:

All direct cost attributable to the acquisition, renewal or

relinguishment of surface rights acquired and maintained in force for
the Area.

(b) Labor and Related Costs:

(1) Salanes and wages of CONTRACTOR'S or Joint Venture
Company's employees, as the case may be, directly engaged in
the various activities under the Agreement including salaries and
wages paid to geologists and other emplovees who are

temporanly assigned to and employed in such  activities.
Reasonabie revisions of such salaries and wages shall be effected
to take into account changes in CONTRAUTOR'S policies and
amendments of laws applicable to salaries,

For the purpose of this Article II (b) and Article 11 {c) of this
Annex, salaries and wages shall mean the assessable amounts
tor A.R.E. Income Taxes, including the salaries during vacations
and sick leaves, but excluding all the amounts of the other items
covered by the percentage fixed under (2) below,

(2) Forexpatnate employees permanently assigned to Egypt:
i. All allowances applicable to salaries und wages;

2. Cost of estahlished plans; and
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3. All travel and relocation costs of such expatriate employees and

their families to and from the employee’s country or point of
origin at the time of employment, at the time of separation, or
as a result of transfer from one location to another and for
vacation (transportation costs for employees and their famiies
transferring from the A.R.E. to another location other than their
country of origin shall not be charged to A.R.E. Operations).

Costs under this Article II (b) (2) shall be deemed to be equal to
seventy five percent (75%) of basic salaries and wages paid for

such expatriate personnel including those paid during vacations

and sick leaves as established in CONTRACTOR's international
policies, chargeable under Article II (b) (1), Article II (1),
Article II (k) (1) and Article I (k){(3) of this Annex.

However, salaries and wages during vacations, sick leaves and
disability are covered by the foregoing percentage. The
percentage outlined above shall be deemed to reflect
CONTRACTOR's actual costs as of the Effective Date with

regard to the following benefits, allowances and costs :
. Housing and Utilities Allowance.

. Commodities and Services Allowance.

. Special Rental Allowance.

. Vacation Transportation Allowance.

. Vacation Travel Expense Allowance.

. Vacation Excess Baggage Allowance.

. BEducation Allowances {Children of Expatnate Employees).

o =1 o h B W B e

. Hypothetical U.S. Tax Offset (which results in a reduction of
the chargeable percentage).
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9. Storage of Personal Effects.

10. Housing Refurbishment E#pcnse:.
11. Property Management Service Fees.
12. Recreation Allowdnce. |

13. Retirement Plan.

14. Group Life Insurance.

15. Group Medical Insurance.

16. Sickness and Disability.

17. Vacation Plans Paid (excluding Aliowable Vacation Travel

Expenses).
_- 18. Savings Plan.
19- Military Service Allowance.
20. FI1.C.A.
21. Workman's Cumpensau;nn.
22. Federal and State Uncmplujmpnt Insurance.
23. Personnel Transfer Expense.
24. National Insurance

25. Any other Costs, Allowances and Benefits of a like nature
as established in CONTRACTOR'S International Policies.

The percentages outlined above shall be reviewed at
intervals of three (3) years from the Effective Date and at

such time CONTRACTOR and EMRA will agree on new
percentages to be used under this paragraph.
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Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR's international
policies which change or exclude any of the above allowances
and benefits. The revised percentages will reflect as nearly as
possible CONTRACTOR's actual costs of all its established

altowances and benefits and of personnel transfers.

(3) For expatnate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatrates as paid in  accordance  with
CONTRACTOR's imemational policies. Such costs shall not
include any admimistrative overhead other than what s

mentioned in Article I1 {k) {2) of this Annex.

{4} Costs of expenditure or contributions made pursuant 1o law or
aaaﬁﬂsmént imposed by Governmental authority which are
applicable to labor cost of salaries and wages as provuded under
Article IT (b) (1), Article II (b} (2), Article 11 (i), Article I% (k) (1)
and Article H {k) (3) of this Annex.

{c} Benefits, allowances and related costs of national employees:

Bonuses, overtime, customary allowances and benefits on a basis
simnilar to that prevailing for Mining companies operating in the
ARE, all as chargeable under Anticle I (b} (1), Article I (i},
Article (&) {1) and Article IT {k} (3) of this Annex. Severance
pay will be charged at a fixed rate applied to payrolls which will
equal an amount equivalent to the maximum liability for

severance payment as required under the A.R.E, Labor Law.
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(d) Material

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or Joint Venture Company.

(1) Purchases

(2)

Material, equipment and supplies purchased shall be at the price
paid by CONTRACTOR or Joint Venture Company plus any
related cost and after deduction of all discounts actually
received.

Materiat Furnished by CONTRACTOR:

Matenial required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR'S or CONTRACTOR'S
Affiliated Companies stocks uuts:df: the A.R.E. under the
fﬂ!lﬂwmg conditions:

1. New Material (Condition ""A'™)

New Matenal transferred from CONTRACTOR'S or
CONTRACTOR'S Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than mtemational prices for
material of similar quality supplied on similar terms,
prevailing at the time such material was supplied.

2. Used Material (Conditions "B" and "C'")

a) Material which is in sound and serviceable condition and
18 suitable for reuse without reconditioning shall be classed
as Condition "B" and priced at seventy five percent (75%})
of the price of new material.

b) Matenial which cannot be classified as Condition "B" but
which is serviceable for original function but substantially
not suitable for reconditioning, shall be classed as
Condition "C" and priced at fifty percent (50%) of the price
of new material.
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¢) Material which cannot be classified as Condition "B" or

_Condition "C" shall be. priced, at a,_valu¢ commensurate
with its use. |

d) Tanks, buildings and other equipment involving erection

costs shall be charged at applicable percentage of knocked -

down new price.

(3) Warranty of Materials Furnished by CONTRACTOR
CONTRACTOR does not warrant the material furnished beyond

or back of the dealer's or menufacturer's guaranty; and in case of
defective material, credit skall not be recorded until adjustment
has been received by CONTRACTOR from manufacturers or

their agents.
(e} Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR'S or Joint Venture

Company's activities.

(2) Business trave] and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatnate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR'S or Joint

Venture Company's business.

(3) Employees transportation and relocation costs for national

employees to the extent covered by established policies.
() Services:

(1) Outside services: The costs of contracts for consultants, services

and utilities procured from third parties.



PRSPV & W () IPRTA & VIS T SOWR E YW SRR T Y

o o] a2t 1 Jy LAk ] gl L cwl 2 olead] il (¥)
a2 1 Jylibly At gy poeng g o) Jls Sl
el i Yo i My 5, Serlly Azl Soladd b Lang)
JUSPRVL U i CAEITL Y TOUpery Lol ol 3V oty T b L)
S P S JOTTE Y WPH P VL0 LD SOV Y PR P PR P
PT P SO DURPAI 0 BUN TG DR EUNI | = s | BPJIC < | JC PRIt

g Rl S8l 31 JyGk ] gl JelsUb A8l coliad) Jlaazd (1)
by abidsy Joo ¥l ZSS por sy ey a3 ol o Just
o po s e 3L DLl U e R 0k 435 NI
DLo| et W Ll oS, sy JyLatl Ly Sl ol ol (8)
AR G 3l e Lo e bl dslod S 5l ke &y sl gt;},a;
Gl L e 25l 50l e (Y ()
: Aty 330 € §)

A Sl Sf LN ol 51 DY LM Sl mal! o IS g
3 UM JEU ISV I JCT JPR U+ JON 095 JP S [ UOSO B Sy P
Jolibl ey . yine Zlicy dgor oo Jiow g ade 28,2800 287,201 o Jotial
St 51 SN e LS sl Ik dgld b ool 4522t 357,200
Sy ga s (3 <) OV 3 e a5 Lend L) o0 30
it o day oS8 Gy el 8 iy Eals IS e LS Y] Tamal! LY

&bl e |y is 18 2adl 28 a0 1 Jyat



VX YA Ll YU G (1) b TV saall - e 304

-
el L Pyl SCH

(2} Cost of services performed by EMRA or by CONTRACTOR, or
their Aftiliated Companies in facilities ingide or outside the
A.R.E. Regular, recurring, Toutiie services, such as interpretifig
magnetic tapes andfor other énaiyﬁes, shall be performed and
charged by EMRA andfor CONTRACTOR or thelr Affiliaed
ﬂﬁmﬁaniﬂs at an agreed contracted pricg. Major projects
wvolving engineering and design sevvices shall be performed by
EMRA andior CONTRACTOR or their Affilisted Companies &
2 negotiated contract amount,

{3} Use of EMRA, CONTRACTOR'S or their Affiliated Companiay’
wholly owned equipment shall be charged at a rental rate
commensurates with the cost of ownership and operation, but not
in excess of competitive rates currently prevailing in the ARE.

{4y CONTRACTOR'S and CONTRACTOR'S Affiliated Compunies'
rates shall not include any administrative or overhead costs
other than what is mentioned in Article IT ((&) (2} of this
Annex.

(g} Dumages and Losses:

All costs or expenses, necessary o replace or repair damages or
iosses incurved by fire, flood, storm, theft, accident Or any other
cause not controfiable by CONTRACTOR or Joint Venture
Company through the exercise of reasonable  diligence.
CONTRACTOR or Joint Venmure Company  shail furnish EMRA
and CONTRACTOR written notice of damages or losses iticurred in
sxeess of ten thousand {310,000) U.S. Dollars per occurrence, as
soon as practicable after report of the same has been received by
CONTRACTOR or Joint Venture Company.
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(h) Insurance and Claims:

(i)

),

The cost of any public liability, property damage and other insurance
against liabilities of CONTRACTOR, Joint Venture Company
and/or the parties or any of them to their employees and/or outsiders
as may be required by the laws, rules and regulafiﬂns of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim collected, less the actual cost of making
a claim, shall be credited against operations.

If no iﬁsuran_ca is carried for a particular risk, in accordance with
good international Mining practices, all related actual expenditures
incurred and paid by CONTRACTOR or Joint Venture Company in
settiement of any and all losses, claims, damages, judgments and any
other expenses, including legal services.

Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, water
systemns, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area.

Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handled
by the legal staff of one or more of the paﬁias hereto, a charge
commensurate with cost of providing and furnishing such services
may be made to operations.
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(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR is 'cﬂnducting Exploration operations, the

(2}

cost of staffing and maintsining CONTRACTOR'S head dffice
in the A.R.E. and/or other offices established in the A.R.E. as
appropriate other than field offices which will be charged as
provided in Article I (i) of this Annex, and excepting salaries of
empioyees of CONTRACTOR who are temporarily assigned
to and directly serving on the Area, which will be charged as
provided in Article 1T {b) of this Annex. |

CONTRACTOR'S administrative overhead outside the ARE.
appitcable t¢ Exploration operations in the AR.E. shall be
charged each month at the rate of five percent {3%) of total
Bxploration expenditures, provided that no administrative
overhead of CONTRACTOR outside the A.R.E. applicable to
AR.E. Exploration operations will be charged for Exploration

‘operations conducted by Joint Venture Company. No other

direct charges as such for CONTRACTOR'S administrative
overhead outside the A.RE. will be applied against the
Exploration obligations. |

Examples of the type of costs CONTRACTOR is incurring and
charging hereunder due to activities under this Agreement and
covered by sald percentage are:

i Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.
3. Purchasing - Procuring materials, equipment and supplies.

4. Exploration and Production-Directing, advising and controlling
the entire project.
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5. Other departments such as legal, comptroller and engineering
which contnbute time, knowledge and experience to the

operations.

The foregoing does not preclude charging for direct service
under Article II (f) (2) of this Annex.

(3) While Joint Venture Company is conducting operations, Joint
- Venture Company's personnel engaged in general clerical and
~office work, supervisors and officers whose time is generally

spent in the main office and not the field, and all employees
generally considered as general and administrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be atlocated each month between
Exploration and Exploitation operations according to sound and
practicable accounting methods.

(1) Taxes:

All taxes, duties or levies paid in the ARE by CONTRACTOR or

Joint Venture Company with respect to this Agreement other than
those covered by Article III (j) (1) of the Agreement.

(m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after Joint Venture Company

is formed. Without prejudice of Article HI (i) of the Agreement, No
sales expenses incurred outside or inside the A.R.E. may be
recovered as a cost. |

(n) *Othér Extlenditures
Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this article- 11,

incurred -by CONTRACTOR or Joint Venture Company under
approved wﬂrk programs and budget.
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ARTICLE Il
INVENTORIES
Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EMRA and CONTRACTOR
inventories shall be taken by Joint Veature {ompany of the
operations matenals, which shall include all such materials, physical
assets and construction projects. Written notice of intention to take
inventory shall be given by Joint Venture Company to EMRA and
CONTRACTOR at least thirty (30) days before any mmventory s to
begin so that EMRA and CONTRACTOR may be represented when
any inventory is taken. Failure of EMRA and/or CONTRACTOR to

- be represented at an inventory shall bind them to accept the

inventory taken by Joint Venture Company, who shall in that event
furnish the party nof represented with a copy thereof.

{b} Reconciliation and Adjustment of Inventories:

{a)

Reconciliation of inventory shall be made by CONTRACTOR and
EMRA, and a list of overages and shortages shall be jointly
determined by Joint Venture Company and CONTRACTOR and
EMRA, and the inventory adjusted by Joint Venture Company.

ARTICLE IV
COST RECOVERY
Statements of Recovery of Costs and of Cost Recovery GOLD:

CONTRACTOR shall, pursuant to Article VI of the Agreement,
render to EMRA as promptly as practicable but not later than fifteen
(15) days after receipt from Joint Venture Company of the
Statements for Exploitation and Exploration Activity for the
calendar quarter a Statement for that quarter showing:

1. Recoverable costs carried forward from the previous quarter, if
. any.

2. Recoverable costs incurred and paid during the quarter.
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3. Total recoverable costs for the quarter (1) + (2).

4. Value of Cost Recovery GOLD taken and separately disposed of
by CONTRACTOR for the quarter.

5. Amount of costs recovered for the quarter.

6. Amount of recoverable costs carried into the succeeding quarter, if
any. o
7. Excess, iIf any, of the value of Cost Recovery GOLD taken and

- separately disposed of by CONTRACTOR over costs recovered
for the quarter. -

(b) Payments;

If such Statement shows an amount due EMRA, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EMRA on the date when such payment is due, then
CONTRACTOR shall pay interest of two and one half percent
(2.5%) per annum higher than the London Inter bank Borrowing
Offered Rate {LIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest is calculated. Such interest
payment shall not be recoverable.

{c) Settlement of Excess Cost Recovery GOLD:

EMRA has the right to take its entitlement of Excess Cost Recovery
GOLD under Article VII (h) of the Agreement in kind during the
said quarter. A settlement shall be required with the rendition of such
Statements in case CONTRACTOR has taken more than its own
entitlement of such Excess Cost Recovery GOLD.

(d) Audit Right:
EMRA shall have a period of twelve (12) months from receipt of any
Statement under this Article 1V in which to audit and raise objection

to any such Statement. EMRA and CONTRACTOR shall agree on

‘any required adjustments. Supporting documents and accounts will
‘be avatlable to EMRA during Said twelve (12) month period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS
{a} Exploration Obligation Cenirol Accounis:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account 1o control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared per Article 1 (b} (1) .of this Annex, less any
reductions agreed to by EMRA and CONTRACTOR following
writien exceptions taken by a non-operator pursuant to Anicle 1 {c)
(1) of thig Annex, in order to determine when minimuom Exploration
. obligations have been met.

{b} Cost Recovery Control Account:
CONTRACTOR will establish & Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
CcOst remaining to be recovered, if any, the amount of cost recovered
and the value of BExcess Cost Recovery GOLD, if any.

(¢) Major Accounts:
For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, expenses
and expenditures shail be recorded in major accounts including the
fﬂiiﬂwiﬁg:
- Bxpioration Expenditures;
- Bxploitation Expenditures other than Operating Expenses;
~ Operating Expenses;
- Necessary sub-accounts shall be used.
Revenue accounts shall be maintained by CONTRACTOR 1o the

extent necessary for the control of recovery of costs and the
treatment of cost recovery Gold,
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by EMRA on CONTRACTOR'S behailf
constitute ‘additional income to CONTRACTOR, and this additional

income is also subject to A.R.E, income tax, that is "grossed up”.

CONTRACTOR'S annual income, as determined in Article III (j)-2 of
this Agreement, less the amount equal to CONTRACTOR'S grossed-up
Egyptian income tax liability, shall be CONTRACTOR'S "Provisional

Income”.

The "gross-up value” is an amount added to Provisional Income to give
"Taxable Income®, such that the grossed-up value is equivalent to the

' A.R.E. Income Taxes.

THEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value and
Grossed-up Value = A.R.E. Income Tax on Taxable Income.

If the "A.R.E. Income Tax rate”, which means the effective or composite
tax rate due to the various A.R.E. taxes levied on income or profits, 1s

constant and not dependent on the level of income, then:
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Grossed-up Value = A R.E income tax rate TIMES Taxable income.

Combining the first and last equations above

Provistonal mcome X Tax Rate

Grossed-up Value =
]l - Tax Rate

Where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is 310 and the ARE.

income Tax rate is forty percent (40%), then the Grossed-up Value 18

equal to
$10x04 $6.67
i- 04
Therefore:
Provisional income % 10.00
Pius Grossed-up Value 6.67
Taxable Income $16.67
Less: ALRE. Income Taxes at 40% 6.67

CONTRACTOR's Income after taxes 3 ii}.{?{}*
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