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CONCESSION AGREEMENT
FOR POTASH

EXPLORATION AND EXPLOITATION
IN THE GULY OF SUEZ AREA

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GEOLOGICAL SURVEY

AND MINING AUTHORITY

AND
BHP-UTAH INTERNATIONAL EXPLORATION INC.

This Agreement 1s made and entered into this dav of - - by and
among THE ARAB REPUBLIC OF EGYPT (hereinafter referred to
as the <A.R.E.» or as the «<GOVERNMENT»), THE EGYPTIAN
GEOLOGICAL SURVEY AND MINING AUTHORITY ({here-
mafter referred to as «<EGSMA») a legal entity created by Presiden-
tial Decree 452 of 1970, as amended by Presidential Decree 45,/ 1986.
and BHP-UTAH INTERNATIONAI. EXPILORATION INC, a

company orgamzed and existing under the laws of the state of De-
laware, United States of America (hereinafter referred to  as

«BHP-UTAH>»).

WITNESSETH

WHEREAS, all mimerals including Potash deposits existing  in
mines and quarries in the A.R.E. including the territorial and con-
tinental shelf waters and the exclusive economic zone under the jur-
isdiction of the A.R.E., whether such deposits arc in the seabed or
subsoil, arc the property of the State: and
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WHEREAS, EGSMA has applied for a concession for the Ex-
ploration and Exploitation of Potash in and throughout the Area

referved to in Article II, and described in Annexes «Ay» and «B»
which are attached hereto: and

WHEREAS, BHP-UTAH agrees to undertake its obligations
provided hereinafter with respect to the Exploration and Exploitation
operations in said Area; and

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

WHEREAS, the Minister of Petroleum and Mimeral Resources
pursuant to the provisions of Law No. 86 of 1956, may enter into a
Concession Agreement with EGSMA and BHP-UTAH for the Ex-

plovation and Exploitation operations in the Area hereinafter re-
ferred  to.

NOW THEREFORE, the parties hereto

agree as follows :

ARTICLE 1
DEFINITIONS

(@) «EXPLORATION> shall mean the examination of the surface
and the undergound (to any depth) by all means, parcacularly
geological and geophysical, leading to the identification of mine-
rals by their physical, magnetic, electric, or other characteristics,
or by making test pits or bores to ascertain the existence or pus-
stblity of existence of Potash.

EXPLORATION includes also more detailed examination of the
surface and underground by all drilling and mining opcrations
leading to the delineation of one or more Potash deposits, thew
quantitics and specifications, methods of extraction, dressing.
marketing and feasibility studies.

(b) «EXPLOITATION> shall mean the tollowing :

. All the works made in the Area to prepare cne or more

Potash deposits, such as sinking shafts, driving levels. and
drilling.
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2. Drilling, mining and quarrying design; civil construction;
installations servicing and maintenance of cquipment, elec-
tric, railway and pipe lines, sewagc systems, facilities, min-
ing and dressing plants, terminals and storage facilities and
related operations, and any other activity which helps 1n
preparing the mines or quarries for production, and In the
transportation and shipment of such production.

3. Producing, processing, transporting, storing and marketing or
any other work or activities necessary or ancillary to any of

the activities referred to above.

(¢) The term «ORE DEPOSITS» shall m€an Potash on or under
the surface of the Earth as well as underground and océan walers

if their exploitation is for the purpose of extracting Potash.

d) <AR.E.» is an abbreviation for the ARAB REPUBLIC OF
EGYPT.

() «EFFECTIVE DATE> shall mean the date on which the text
of this Agreement is signed by the GOVERNMENT, EGSMA

and BHP-UTAH after the relevant law 1s issued.

/) «FINANCIAL YEAR» shall me€an a period of twelve (12)
months and shall coincide with the Government’s financial year

according to the laws and regulations of the A R.E.

(¢) The term «NET PROCEEDS» shall mean the remainder ob-
tained by subtracting from Sales Revenue the royalty payable to
the GCOVERNMENT and all permifted costs and expenses, a8
set forth in Article VI

(h) The tcrm «SALE REVENUE>» shall mean the amount of gross
revenue received from the sale of Potash hercunder, less all ship-

incurance and other sales and delivery costs not payable by

ping,
related

the customer, all commercial discounts and all penaltics

to the quality of the Potash shipped.
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() An «AFFILIATED COMPANY>» shall mean a company

1. The share capital conferring a majority of votes at stock-
holders” meetings of such company of which, is owned dir-

ectly or indirectly or controlled by a party hereto: or

1.  Which 1is the owner directly or indirectly of, or controls,
share capital conferring a majority of votes at stockholders

meetings of a party hereto; or

i1. Whose share capital conferring a majority of votes at stock-
holders’ mectings of such company and the share capital
conferring a majority of votes at stockholders'meetings of a

party hereto aie owned directly or mdirectly, or controlled,

by the same company.

() «COMMERCIAL DISCOVERYs shall mean a discovery of Po-
tash worthy of being developed and exploited commercially in
accordance with the principles of good Potash mining techniques
and practices. The Ore Deposit shall not be deemed to be com-
mercial unless BHP-UTAH presents to EGSMA a dctailed feast-
bility study, preparcd in accerdance with such principles, which
concludes that the Ore Deposit 1s worthy of being developed and
exploited commercially. Such study shall include, among other
things, BHP-UTAH’s estimates of the following matters :

—  Geological assessinents and conclusions.

—  Estimated market demand over the next ten (10) years.
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—  Development plan.
— Estimated F.O.B. price of Potash product to bhe sold.

— Period for recovery of pre-production Exploration and Ex-
ploitation investmeénts incurred by BHP-UTAH in accorda-

nce with the terms of this Agreement.

— Payment of royalties, taxes and share of EGSMA and BHP
UTAH according to the terms of this Agreement.

— (ash flow forecast for the project over ten (10) vears,

— Specific Exploration Block or Blocks within which the Com-

mercial Discovery is reasonably believed to exist.

Following the receipt of such study, EGSMA and BHP-UTAH
shall meet and review the terms of the study and all appropriate

data with a view to approving the study and agreeing upon the ex-
istence of a Commercial Discovery.

Any differences of opinion regarding the study or the existence
of a Commercial Discovery will be discussed and an effort made:
in mutual good faith to resolve the same. The approval of the
study and agreement on the existence of a Commercial Discovery
will be deemed to occur not later than thirty (30) days after the
date on which the study is received by EGSMA and the date of
the Commercial Discovery for purposes of this Agreement will
be deemed to be the date of such receipt.
(k) «COMMERCIAL PRODUCTION>» shall mean the date upon

which the first commercial shipment of product is made.
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() «EXPLORATION BLOCK> shall mean an aréa, the corner
points of which have to be coincident with three minutes times
three minutes latitude and longitude divisions, according to the

Intemational Grid System where possible or within the existing
boundaries to the Area covered by this Concession Agreement as
set out In Annex «Ay.

(m) «EXPLOITATION LEASE (S)» shall mean the lease(s), cove-
ring all or part of the Exploration Block or Blocks covering the
geological limits of the QOre Deposit within which the Commer-
clal Discovery is reasonably believed to exist, the comer points of
which have to be coincident with three minutes times three minu-
tes latitude and longitude divisions according to the International
Grid System where possible or as jointly agreed upon by EGSMA
and BHP-UTAH.

(n) <«POTASH> shall mean potasium, its compounds, salts and mine-
rals and all minerals associated therewith (including halite) in a
natural aggregated form which can be mined in solid form or in
solution from natural deposits on or in the Earth and then proces-
sed Into a commercially marketable product.

(0] «Years shall mean a period of twelve calendar months.

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex «Ay is a description of the Area covered and affected by
this Agreement (hereinafter referred to as «the Areay).

Annex «B» is a provisional illustrative map on the scale of
1 :1,000,000 indicating the Area covered and affected by this Agree-
ment and described in Annex <Ay,
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Annex ¢C» is the form of a letter of Guaranty to be issued by
the National Bank of Egypt, Cairo, Egypt, or any other bank accep-
table to EGSMA and to be submitted by BHP-UTAH noi later
than one day before the time of signature by the Minister of Petro-
leum and Mineral Resources of this Agreement, for the sum of five
hundred thousand ($ 500,000.00) U.S. Dollars guaranteeing the exe-
cution of BHP-UTAH’s minimum Exploration obligations hereunder
for the initial one (1) year Exploration period. Such guaranty shall
remain effective for six (6) months after the end of the said one year
period except as it may be released prior to that time in accordance
with the terms thereof. In the event that BHP-UTAH shall have
elected to extend the term of the Exploration period as hereinafter
provided, a similar letter of guaranty covering BHP-UTAH’s mini-
mum expenditure obligation for such extension shall be furnished to
EGSMA at the time of its notice of extension.

Annex ¢«Ds is the form of a Charter of the Operating Company
to be formed as provided for in Article VI hereof.

Anncx «E» 1s the Accounting Procedure.

Annexes ¢<A», ¢By, ¢C», «D» and «E» to this Agreement are
herecby made part hereof and shall be considered as having equal
force and effect with the Provisions of this agreement. Tn the event
the provisions of the Annexes are inconsistent with the provisions of
this agreement (excluding the Annexes) the provisions of this Agree-

ment shall prevalil.

ARTICLE III

GRANT OF RIGHTS AND TERM

1The GOVERNMENT hereby grants EGSMA and BHP-UTAH,
subject to the terms, covenants and conditions set out in this Agree-
ment, which insofar as they are contrary to or inconsistent with any
provision of Law No. 86 of 1956, as amended, shall have the force

of law, an exclusive concession in and to the Area described in Annexes
¢A» and ¢B».
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(a) Starting from the commencement of the Commercial Producticn
of Potash, the GOVERNMENT shall own and he entitled, as
hereinafter provided, to a royalty in cash or in kind or partialls
In cash and partially in kind at the election of the Government
throughout the duration of the Exploitaticn period including its
renewal. Said royalty shall be unrecoverable and shall be paid or
delivered in kind by Operating Company on behalf of BHP-
UTAH and EGSMA, cither from stock or at the outlet of the

downstream facility in accordance with Article VII (h).

(b) An initial Exploration period of cne year shall start from the
Effective Date. Four successive extenston(s) to the initial Explo-
ration period of one year, two years, two years and three years,
reéspectively, shall be granted to BHP-UTAH at jts option upon
thirty (30) days prior written notice to EGSMA and subject only
to its having fulfilled its obligations hereunder for the preceding
period (s). Further, the final such Exploration period may be
extended at BHP-UTAH’s clection for up to six (6) moaths to
enable the completion of any testing or evaluation procedure or
any study actually started before the end of the ninth year of the
Exploration period but shall not exceed this period by more than
six months by which time the subject portion or portions of the
Area shall have been converted into an Exploitation l.ease or
Leases.  The Agreement shall be terminated if no feasibifity
study recommending a Commercial Discovery is  presented hy
the end of the ninth year of the Exploration pertod or the end of
such additional six month period, if applicable.

{¢) The Exploitation period shall he thirty (30) vears from the date
of the first Commercial Discovery. This period may be renewed
for one (1) additional neriod of ten (10) vears at the option of
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BHP-UTAH with reasonable commercial justification and upon six
(6) months written notice to EGSMA prior to the expiry of the said
thirty (30) years period. Promptly following Gommercial Dis-
covery, the extent of the Arca specified by Exploration Blocksin
the feasibility study referred to in Article I {(j) to be covered by
an Ixploitation Lease or I.cases shall be mutually agreed upon
hv EGSMA and BHP-UTAH and be subject to the approval of
the Minister of Petroleum and Mineral Resources.

Such portion of the Area shall then be converted automatically
into an Exploitation Lease or Leases without the issuance of any
additional legal instrument or permission. Exploitation operations

thereafter shall be started promptly by Operating Company, sub-
iect to the provisions of Article XXIII, and be conducted In

accordance with good potash mining practices and accepted en-

gineering principles and in accordance with the construction pro-
gram and schedule contained in the feasibility study referred to

in Article I (j), which construction program shall also be 1n
accordance with good potash mining practices and accepted en-
gineering principles. Exploitation plans shall employ the opti-
mum methods of exploitation taking into consideration the ex-

ploitation of the cntire resources of the mine or mines to the €x-

tent economically practicable. If no Commercial Production and

sale of Potash is achicved in regular shipments from any Ex-
ploitation Lease within five (5) years from the date of the appro-
val of the Minister of Petroleum and Mineral Resources referred

to above such Exploitation Lease shall immediately be surrende-
red unless otherwise agreed by EGSMA or as otherwise provided
under Article XXIII in this Agréement.

(dy BHP-UTAH shall bear and pay all costs and expenses required
in carrying out any and all operations under this Agréement.
The recovery of the Exploration Expenditures shall not include
any interest but the recovery of Exploitation Expenditures (e:::(:-
leding Operating Expenditurcs) shall inclhude interest on the In-
vestment borrowed by BHP-UTAH from non-affiliated finaneial
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nstitutions provided that the percentage of loans to the
total Exploitation investmients does not exceed SIXly scven per-
cent (67%) and provided that BHP-UTAH shall at all times use
its best efforts to obtain the most favorable rale of 1nterest on
such loans.  Notwithstauding anything to the contrary under
this Agreement, interest on Exploitation investinents accrued be-
fore the commencement of Commercial Production as provided
above, shall not be included in Operating Expenditurcs, but shatl
be mcluded mn Lixploitation Expenditures. Interest on Exploita-
tion mvestments accrued after the commencement of Commer-
clal Production as provided above shall be included in Operating

Expenditures.

1. BHP-UTAH shall be subject to the laws in force in the
A.R.E. which Impose taxes which are measured by income

or profits, including those laws inposing the commercial and
industrial profits tax, and tax on income and dividends paid
with respect fo sharcholders (hereinafter referred to as
(«A.R.E. Income Taxes»), and except as otherwise provided

in this Agreement, shall comply with the requirements ot
such laws with respect to the filing of returns, the assessment
of tax and the keeping for review, by authorized persons, of

books and records.
It is expressly agreed and acknowledged that EGSMA's

<hare of Net Proceeds as determined under Article V11 -
cludes provision for payment by EGSMA of BHP-UT AH’S

AR.E. Income Taxes as described above in this Paragraph
(e) 1.

EGSMA agrees that its share of Net Proceeds will be used
to meet such A.R.E. Income Tax Hability In A R.F. as and

when due
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2. For purposes ot applying Paragraph (e) 1. of this Article, the
maximum total taxable Income on which taxes are paid by
EGSMA on behalf of BHP-UTAH, including its sharehol-
ders, In respect of any Tax Year shall not exceed an amount
equal to BHP-UTAH’s share of Net Proceeds, in accordance
with Article VII.

3.  EGSMA shall assume, pay and discharge, on behalf of BHP-
UTAH, including its shareholders, BHP-UTAH’s A R.E. Ta.
come Taxes, pursuant to Paragraph 2. above, if any, out of
the sums received by EGSMA as its share of Nel Proceeds,

in accordance with Article VII.

4. Without prejudice to Paragraph 3. above, EGSMA shall

furnish to BHP-UTAH proper official receipt evidencing the
payment of BHP-UTAH’s or its shareholders’ A.R.E.

Income Taxes within sixty (60) days following the receipt
by EGSMA of BHP-UTAH’s tax declaration and any other

required documents for the preceding y€ar. Such recelpts
shall be issued by the proper Tax Authorities and shall state

the amount and other particulars customary for such

recelpts.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(¢) BHP-UTAH shall commence Exploration opé€rations hereunder
not later than six (6) months after the effective date; provided,

however, that the heginning of such period of six (6) months shall
he automatically extended to such later date by which BHP-
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UTAH shall have and enjoy full access to the Area pursuant to
all applicable regulations, including necessary or appropriate
military permits.

(b)) The initial Exploration period shall be one year. BHP-UTAH
may extend this Exploration period for four (4) additional periods
of one (1) year, two (2) years, two (2) years and three (3) years
cach, respectively, in accordance with Article III (b), each upon a

thirty (30) days prior written notice to EGSMA subject to its

fulfillment of its minimum Exploration Expenditure obligations

for the then current period and the subsmission of the required

letter of Guaranty.

BHP-UTAH shall spend a minimum ot five hundred thousand
($ 500,000.00) U.S. Dollars on Exploration operations and acti-
vities related thereto during the initial one year Exploration
period. For - the one vear period that BHP-UTAH elects to
extend beyond the initial Exploration period, BHP-UTAH shall
spend a minimum of eight hundred thousand ($ 800,000.00)
U.S. Dollars, for cach of the following two year extension periods,
BHP-UTAH shall spend a minimum of two millien ($2,000,000.00)
U S. Dollars and for the final three yéar extension period BHP-
UTAH shall spend a minimum of three million ($ 3,000,000.00)
U.S. Dollars. Should BHP-UTAH spend more than the mi -

um amount required to be expended during the initial one year

Exploration period or dunng any period thereafter, the excess

<hall not be credited to the minimum amount of money required
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to be expended by BHP-UTAH during any succeeding Explora-
tion period or periods, as the case may be.

In case BHP-UTAH surrenders its Exploration rights in this
Agrxecment s sct forth above before or at the end of the inmtial
one year period, having expended less than the total sum of five
hundred thousand ($500,000.00) U.S. Dollars on Exploration or
 the event at the end of the said year BHP-UTAH has expen-
ded less than said sum in the Area, an amount equal to the dit-
ference between the said sum and the amount actually spent on
Fxploration activities shall be paid by BHP-UTAH to EGSMA at
the time of surrendering or within three (3) months from the
end of the initial Exploration period, as the case may be. Any
expenditure deficiency by BHP-UTAH at the end of any addl-
tional period for the reasons above-noted shall similarly result In
a payment by BHP-UTAH to EGSMA of such deficiency.
RBHP-UTAH shall be entitled to recover any such payments as
Exploration expenditures in the manner provided for under Arti-
cle VII in the event of commercial production. |

Without prejudice to Article 111 (¢), in case no Commercial Dis-
covery is established by the end of the ninth vear (subject {o
extension for a period of six (6) months as heéretnabove provided)
or in case BHP-UTAH surrenders its Exploration rights under
this Agreement prior to such time, EGSMA shall not bear any
of the aforesaid expenses spent by BHP-UTAH.

(c) At least four (4) months prior to the beginning of each Financial}
Vear or at such other times as may be mutually agreed to by
EGSMA and BHP-UTAH, BHP-UTAH shall prepare an Explora-
tion Work Program and Budget for the Area setting forth the Exp-
loration operations which BHP-UTAH proposes to carry out dur-
ing the ensuing year. The Fxploration Work Program and Bud-
get shall be prepared In accordance with good potash mining pra-
ctices and techmiques and the Budget shall be consistent with
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BHP-UTAH’s minimum Exploration Expenditure obligations.
During the Exploration period, such Work Program and Budget
shall be at least sufficient to satis{y BHP-UTAH’S minimum ex-

penditure obligations for the period it covers.

The Exploration Work Program and Budget shall be reviewed by
a joint committee to be established by EGSMA and BHP-UTAH
atter the Effective Date of this Agreement. This Commitiee,
hereinafter referred to as the «Exploration Advisory Commnit-
te€», shall consist of six (6) members, of whom threc (3) shall
be appointed by EGSMA and three (3) by BHP-UTAH. The
Chatman of the Exploration Advisory Committee shall be desig-

nated by EGSMA from among the members appointed by it.
The Exploration Advisory Committee shall review and glve such

advice as it deems appropriate with respect to the proposed
Work Program and Budget. Following review by the tixplora-
tion Advisory Committee, BHP-UTAH shall make such revisions
as shall be consistent with the advice of the Committee. It i
further agreed that :

. BHP-UTAH shall not substantially revise or modify said

Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGSMA.

1i. In the event of emergencies involving danger of loss of lives
or property, BHP-UTAH may expend such additional un-
budgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all aspects
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as Exploration Expenditures and shall be recovered pur-
suant to the provisions of Article VII hereof.

) BHP-UTAH shall €xpend all necessary funds for all malerials,
equipment, supplies, personnel administration and operations
pursuant to ‘lhe Exploration Work Program and Budget and
EGSMA shall not be responsible to bear or repay any of the
aforesaid cests.

(¢} Before the Operating Company comes into existence, BHP-
UTAH shall be responsible for the preparation and performance
of the Exploration Work Program which shall be implemented
in a workmaniike manner and In accordance with good potash

mining industry practices.

Except as 1s appropriate for the processing of data, laboratory

work, specialized engineering, development and feasibility studies

thereon, to he made in specializeéd centers outside A.R\LE., all

geological and geophysical studies as well as any other studies re-

lated to the perfermanoc of this Agreement, shall be made in fhe
A.R.E. if suitable factlities are available in the A.R.E.

BHP-UTAH shall entrust the management of Lxploration opcra-
tions in the A.R.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 EGSMA. The General
Manager and, in his absence, the Deputy General Manager shall
pe entrusted by BHP-UTAH with sufficient powers 1o carry out
immediately all Tawful written directions given to them by the
GOVERNMENT or its rcpresentatives under the terms (')rf this
Agreement. All lawful regulations dssued or hereafter to he

issued which are .applicable hereunder and not in conflict with
this Agreement shall apply to BHP-UTAH.
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()  BHP-UTAH shall supply EGSMA, within twenty (20) days
from the end of each Calendar quarter, with a Statement of Tix-
ploration Activity showing costs incuired by BHP-UTAH during
such quarter. BHP - UTAH’s records and necessary supporting
documents shall be available for inspection by EGSMA at any
time curing regular working hours for three (3) months {rom the
date of receipt Ly EGSMA of cach statement.

Within the threc (3) months from the date of receiving such
Statecment, EGSMA shall advise BHP-UTAH in writing if it
considers :

1.  That the record of costs 1s not correct;

ti, 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 th.
time such goods or services were supplied, provided how-

cver, that purchases made and services performed within
A.R.E. shall be subject to Arficle XXV]1;

#ii. That the condition of the materials furnished by BHP-
UTAH docs not tally with their prices; or

tv. That the costs incurred are not rcasonably required for
operations.

BHP-UTAH shall confer with EGSMA in connection with the
problems thus presented, and.the parties shall attempt to reach
a settlement which is mutually satisfactory. If within the time
limit of the three (3) month period provided for in this para-
graph EGSMA has not advised BHP-UTAH of its objection to
any statement, such statement shall be considered as approved.

If within the time limit of the three (3) month period EGSMA
has advised BHP-UTAH of its objections to any statement, then
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BHP-UTAH shall confer with EGSMA in connection with the
problem thus presented and the parties shall attempt to reach
a fmal settlement thereto.

(¢) BHP-UTAH shall supply all funds necessary for its operalions

(a)

in ARZE. under this Agreement in freely convertible currency
from abroad. BHP-UTAH shall have the right to buy Egyptlan
currency whenever required at the applicable A.R.E. rate of ex-
change declared by the Central Barnk of Ezypt and in Sitect at

the time of buymng.

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

Mandatory Relinquishments

At the end of the second Exploration period, BHP-UTAH shall
relinquish to the GOVERNMENL a total of twenty-five per-
cent (25%) in adjoining Exploration Blocks of the original Area
not then converted to an Exploitation Lease or Leases.

At the end of the third Exploration period, BHP-UTAH shall
relinquish an additional twenty-five percent (25 %) In adjoining
Exploration Blocks of the original Area not then converted to an
Exploitation Lease or Leases.

At the end of the entire Exploration périod, BHP-UTAH shall
relinquish the remainder of the original Area not then converteéd
to an Exploitation Lease or Leases.

Voluntary Relinquishments :

BHP-UTAH may, voluntarily, during any period relinquish all or
any part of the original Ar€a in Exploration Blocks, provided
that at the time of such voluntary relinquishments its financial
obligations for Exploration Expenditure under Article IV para-
graph (b) have been satisfied for such pertod.
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(a)

Any rellnquishments hereunder shall be credited toward the man-

datory provisions of the above paragraph (a).

Relinquishments after Commercial Discovery

Following Commercial Discovery, EGSMA and BHP-UTAH
shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for above at the end of
the total Exploration period.

ARTICLE Vi

OPERATION AFTER COMMERCIAL
DISCOVERY

Promptly following Commercial Discovery, EGSMA and BHP-
UTAH shall form in the A.R.E. an Operating Company, the
name of the Company shall be mutually agreed upon between
EGSMA and BHP-UTAH on the date of the Commercial Disco-
very and shall be subject to the approval of the Minister of Pet-
roleum and Mineral Resources (hereinafter referred to as «Ope-
rating Companyy), which shall be a private sector company sub-
ject 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 Opera-
ting Company. The capital stock of Operating Company shall
be owned equally by EGSMA and BHP-UTAH.

However, Operating Company shall, for the purpose of this
Agreement, be exempted from the following laws and regulations

as now or hereafter amended or substituted :

— Law No. 97 of 1976 organizing dealings in foreign currencies;
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— Law No. 48 of 1978 on the staff Regulations of Public
Companies;

— Law No. 159 of 1981 concerning certain provisions ¢:1 joint

stock. companies, limited partnerships and limited hability
companies;

— Law No. 97 of 1983 on Public Corporation and Public Sector
Units. ._

() The Charter of Operating Company Is hereto attached as Annex
«D».  Thirty (30) days after the date of Commercial Discovery.
the Charter shall take effect and Operating Coempany shall

automatically come into existence, without any further pro-
cedures.

(¢) Ninety (90) days after the date Operating Company comes inte
existence, in accordance with paragraph (b) above, the General
Manager of the Operating Company shall prepare a develop-
meént work program and budget for the remainder of the year
in which the €ommercial Discovery is made, and not later than
tour (4) menths before the end of the then curremt Financial
Year (or such other date as may be agreed upon), and four months
preceding the commencement of each succeeding Financial Year
thereafter (or such other date as may be agreed upon), the Ge-
neral Manager shall prepare an annual production schedule,
work program and budget for the succceding Financial Year.
The production schedule, work program and budget shall be
submitted to the Board of Birectors of the Operating Company
for approval.

(d) Not Later than the twentieth (20 th) day of ecach month, Ope-
rating Company shall furnish to BHP-UTAH a written estimate
of its requirements for funds for the first half and the second half
of the succeeding month expressed in U.S. Dollars having regard
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to the approved budget. Such estimate shall take into con.

sideration any cash expected to be on hand atmonth end.

Payment for the appropriate period of such month shall be made
by BHP-UTAH to the correspondent Bank destgnated in para-
graph (e) below on the first (Ist) day and fifteenth (15th) day,

respectively, or the next following husiness day, 1f such day is
not a business day.

Operating Company is authorized to keep at its own disposal in
an account opened with an Egyptian bank in the A R.E. or with
a correspondent bank abroad of the Naticnal Bank of Egypt, the
foreign funds advanced by BHP-UTAH or received as a result
of Operating Company’s activities hereunder. Withdrawals from
sald account (s) shall he used for payment of gcods and services

acquired abroad, to make payment of the royalty to the GOVE-
RNMENT and distributions of the Net Proceeds to EGSMA and

BHP-UTAH, and to reimburse BHP-UTAH for the recovery of
its costs.

Within sixty (60) days of the end of each Financial Year, Ope-
rating Company shall submit to the appropriate exchange con-
trol 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 cutstanding at the end of the Financial Ycar.

BHP-UTAH shall at all times and without any governmental
restriction, limitation, tax or duty (other than duties for
actual servicestendered) be free to transfer in United States
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dollars or other freely convertible toreign currency any funds of
BHP-UTAH représenting its share of the Net Proceeds or ti.

recovery of its costshereunder.

/) The parties acknowledge and agree that the Board of Direciors
of the Operating Company shall have full rights and responsibi-
lity to decide and determine all matters relating to activities ct
Operating Company hereunder, in accordance with the Pro-
visions of the Charter of the Operating Company. The parties
turther acknowledge that with respect to the subject matters
which require action to be taken by the Board of Directors of the
Operating  Company, time will be of the essence; accordingly,
EGSMA and BHP-UTAH agree to cause their respective Direc-
tors 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 Ope-
rating Company, supported by BHP-UTAH and EGSMA. ta
manage the affairs of Operating Company consistent with good
potash mrining techniques and practices and the best interests of
the project.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES
AND PROCEEDS SHARING

() The Operating Company shall prepare (not less than 90 days
prior o the beginning of each quarter of each Financial Year
following commencement of Commercial Production) and furnish
in writing to BHP-UTAH and EGSMA a forecast setting forth the
total quantity of Potash that Operating Company estimates can be
produced, saved, transported and sold hereunder during such
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quarter In accordance with good mining practice. Operating

Company shall endeavour to produce during each quarter the
forecast quantity.

The royalty due to the GOVERNMENT under Article III (a)
shall not be recoverable and shall be either : (1) Paid in cash by
Operating Company to a bank designated by EGSMA withmn
thirty (30) days after the end of each calender quarter, or at such
earlier time as may be agreed upon, In an amount equal to seven
percent (7%) of all the Sales Revenue received during such quarter
or (i) at the GOVERNMENT"s election delivered in kind at the
mine site and shall be equal to seven percent (7%) of the total
production during each calendar quarter or (iil) at the GOVE-
RNMENTs election delivered partly in cash and partly in kind.
If the GOVERNMENT elects to take such royalty wholly or
partially in kind during any Financial Year, the GOVERNMENT
shall so notify Operating Company in writing not less than
ninety (90) days prior to the commencement of such Financial

Year. To the extent the royalty is taken in kind, it shall be

dalivered either from stock or at the outlet of the downstream
facilities.

It is expressly agreed and acknowledged that such royalty shall
in all events be paid or made available in kind 1n full in respect
of each quarter of each Financial Ycar and shall have priority

and preference over any costs, €Xpenses; expenditures or payment.

Out of the remaining Sales Revenue (excluding the royalty)
and Subject to the auditing Provisions under this Agreement
BHP-UTAH shall be entitled to recover the following costs and

CXPEnses -

i All current operating expenditures incurred and Paid after
initial Commercial Production.
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ii. Exploration Expenditures, including those accumulated
prior to the commencement of Ciommercial Production, at the

rate of twenty percent (20%) of the original amount per annum.

iii. Exploitation Expenditures, including those accumulated
prior to the commencement of Commercial Production, at

the rate of thirty three and one third percent (33-1/3%) of
the original amount per annum.

(d) For the purpose of determining the classification of all cests,
expenses and expenditurés for their recovery, the following
terms shall apply :

i. «Exploration Expendituresy shall mean all costs, expenses and
expenditures incurred and paid for Exploration.

il, <Exploftatiorn Expendituresy shalf mean all costs, expenses
and expenditures ineurred and pard for Exploi#ationr with
the exception of Operating Expenditures. |

ili. ¢Operafing Expendituresy shall mean all costs, expenses and
expenditures incurred and paid which are : (i) made after
Commiercial Productionn comrmences, (1i) not paid for the acqg-
uisition of depreciable assets, as determined in accordance with
generally accepted accounting procedures in the potash min-
ing industry, and (iii) not paid wholly or partly through
loans and consequenitly shall not beéar any inferess wunder
this Agreement, i.c. recovery of Operating Expenditures shall
not include any interest on loans for financing Operating
Expenditures.

(¢} To the extent that in any Financial Year, costs, expenses or
expenditures recoverable pursuant to paragraph () (1), (it) and
(iii) preceding exceed the Sales Revenue for that Financial Year
(excluding the royalty made 1n respect of that Financial Year).
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the excess shall be carried forward for recovery in the next suc-
ceeding Financial Year or Years untill Fully recovered, but in no
case aiter the termination of the Agreement.

(f) After the deduction of royalty payments and the recovery of
costs as provided in paragraph (b), (c), {(d) and (¢} of this Article
VII, any remainder of Sale Revenue shall constitute Net Pro-
ce€cs and shall be shared as follows :

(1) for the first and the second year 1n which there are Net
Proceeds for the entire year, forty percent (40%) of Net

Proceeds shall be paid to EGSMA and sixty percent (60%)
of Net Proceeds shall be paid to BHP-UTAH:

(2) for each of the next two Years in which there are Net Pro-

ceds for the entire year, forty five percent (45%) of Net
Proceeds shall be paid to EGSMA and fifty five percendt
(05%]) of Net Proceeds shall be paid to BHP-UTAH;:

(3) thereafter, fifty one percent (51 %) of Net Proceeds shall be

paid to EGSMA and forty nine percent (49%) of Net Pro-
ceeds shall be paid to BHP-UTAH.

As used in this paragraph (f), the phrase «Net Proceeds for
the entire year» shall mean that Sale Revenue for the sub-

ject Year exceed all royalty payments and costs to be deduc-

ted and recovered as provided in paragraph (b), (c), (d) and
(e) of this Article VII in that year.

(¢) It is understood and agreed upon that the recovery of costs and
€xpens€s as based upon the rates referred to in paragraphs (c)
(i) and (iii), above, shall be allocated to each quarter propot-



VAR A i g YV (B () LV 2 - PR XN R
Ch__ﬂ ST DIERN - Tjj wJie (V) (C) 5 Adl e 315wV

S ISP P IR S G sl it @i o A
(1) (5) a5 ) 2 s Sl G DS i g3 el o
5 Lol Slenll AW A A E 0 ke S el

l...:'?-.,___.t"-‘- 4‘;,:,._,..}1! ey RN~ ;__‘é!__,_-,_;* by ,,\J\ CJ")*’M jja.; — dl:_Jr O...;...:h F-(-EI.:’L:A
-h" " L ] (¥ I

L;iﬁj_‘ij by » S5 e _} ('/:u ) as LI $ ___w d.w_..j Lo
Slo ol ) Giss e St p0 b Lol el (/8 ) S g
e e lSL Al g
: 3 (fea) LN B ol
b e i oy 35
Sl s e 1 e g S LS il o ilo
23N ¢ gloS b u\u;(_;u Sl S alg B gemd
BLU 5 o Aol byad WLl A 3l g s
NN g3 o A ad {:lij\' o SGlall 51N ("/*\\)
Sats s g o8 0 I (/) BB o Loy (Sl
s 1 gl e ) S s el (/10) B
e ) s ) Y Al ST e Ol o) 5l L
Gl o)) it W dlg B e e sl e Jdbs o (V) (o)
asl_.2) Al (Vg (o - ANP)) )ALl cé.li' i lhoSh AL e
e gL o Glalt SN VALK PEER L
(/ga) ¥ 3 cpas s Ts Gans Aty Blall S w55 les o (!
g (o)) S G ety dolsy by g BV

il e Al oyl les God I | RO (R O\ LAY
(1) () Bt 8 A o Y A LS



oV NAAY @ s YV B (mF) LV 2 e i
o
tionately (one fourth to each quarter). However, any such re-
coverable costs and expenses not recovered In one quartér, as
thus allocated, and any recoverable costs and expenses under
paragraph (c) (i) above, not recovered In on€ quarler, shall he

carried forward for recovery in the next quarter or quarters.

(k) At the end of every quarter 1f there are Net Proceeds in that
quarter of a Year, before both of the two years described in Sub-
Paragraph F (1) above have occurred, the Board of Directors of
the Operating Company will decide in good faith whether to
<hare the Net Proceeds for that quarter at sixty percent (60%)

to BHP-UTAH and forty percent (40%) to EGSMA as it 13
anticipated that there will be Net Proceeds for the entire year
which such quarter is part of or forty nine percent (49%) to BHP-
UTAH and fifty one percent (51%) to EGSMA as it is anticipa-
ted that there will not be Net Proceeds for the entire year which
such quarter is part of. If at the end of that Year there are
no Net Proceeds for the entire year, BHP-UTAH shall pay
EGSMA an additional eleven percent (11%) of the Net Proceeds
for those quarters in which the Net Proceeds were shared sixty
percent (60%) to RHP-UTAH and forty percent (40%) to
EGSMA and such Year shall not be counted as a Year in which
there are Net Proceeds for the entire year, for the purpose of

Sub-Paragraph F (1) Similarly if at the end of that Year
there are Net Proceeds for the entire year, EGSMA shall pay

BHP-UTAH an additional cleven percent (11%) of the Net
Proceeds for those quarters in which the Net Proceeds were

shared forty nine percent (49%) to BHP-UTAH and fifty one

percent (51%) to FGSMA and such Year shall count as a Year
in which there are Net Proceeds for the entire vear, for the pur-

pose of Sub-Paragraph F (1).
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Similarly, if after the first two years described 1n Sub-Paragraph
F (1) above, have occurred, but before both of the two years des
cribed in Sub-Paragraph F (2), above have occurred, then at the
end of every quarter if therc arc Net Proceeds in that quarter,
the Board of Directors of the Operating Company will decide n

good faith whether to share the Net Proceeds for that quar-
ter at fifty five percent (55%) to BHP-UTAH and forty five

percent (45%) to EGSMA as it is anticipated that there will be
Net Proceeds for the entire year which such quarter is part of,
or forty nine percent (49%) to BHP-UTAH and fifty one per-
cent (51%) to EGSMA, as it is anticipated that there will not
be Net Proceeds for the entire year which such quarter i1s a part
of. If at the end of that year therc are no Net Proceeds for
the entire year, BHP-UTAH shall pay EGSMA an additional st
percent (6%) of the Net Proceeds for those quarters in which
the Net Proceeds were shared fifty five percent (55%) to BHP-
UTAH and forty five percent (45%) to EGSMA and such year
shall not belcoun'ted as a Year in which there are Net Proceeds
for the entire year, for the purpose of Sub-Paragraph I (2). Simi-
larly, if at the end of that year there are Net Proceeds for the
entire year, EGSMA shall pay BHP-UTAH an additional six per-
cent (6%) of the Net Proceeds for those quarters In which the
Net Proceeds were shared forty nine percent (49%) to BHP-
UTAH and fifty one percent (51%) to EGSMA and such year
shall count as a Year in which there are Net Proceeds for the

entire year, for the purpose of Sub-Paragraph F (2).
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In the event that thc Board of Directors of the Operating Com-
pany can not reach a decision with regard to the rate of shar-
ing i any quarter, the matter will be referred to the Chalrman
of EGSMA for a decision, which decision shall be binding for

such quarter.

Notwithstanding the first two paragraphs of this paragraph (hj,
if in ‘any 'year in which Net Proceeds were paid in a quarter as
provided in those paragraphs, ‘therc are no Net Proceeds for the
entire vear, EGSMA may, at the end of ‘that year elect fo have
both EGSMA and BHP-UTAH pay back their shares of such Net
Proceeds paid to them in that year to the Operating Company,
which ameurits shall then be recovered by BHP-UTAH against ts
cost 1o ‘be recovered in that Year and succeeding Year (s) and
such Year, in which EGSMA elected to pay back the Net Pre-
ceeds, will net be counted as one of the years described in sub-
paragraphs (f) (1) and (f) (2). above.

ARTICLE VIIL

TITLE TO ASSETS

(a) EGSMA shall become the owner of all assets acquired and owned
by BHP-UTAH in connection with the operations carried out by
BHP-UTAH or Operating C{}mpany in accordance with the

following :

{ Land g¢hall become the property of RGSMA as soon as it is

purchased.
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2. Title to fixed and movable assets shall be held by BHP-
UT'AH and shall be transferred to EGSMA at such time as
the cost thercof 1s recovered by BHP-UTAH under Article
VIL It 1s understood that title to all such assets acquireu
through Iixploitation Ixpenditures incurred prior to the
commencement of commercial produgtion will ke transferred
when the full cost of ali such assets has been recovered
under Article VII. Likewise, title to  fixed and movable
asscts representing capital additions acquired through  Ex-
ploitation Expenditures Incurred after the :omimencement ot
commercial production will be transferred when the full cost

of all such assets has been fully recovered.

The full cost of the assets acquired durlng each quarter of
each Financial Year shall be communicated bv BHP-UTAH

to EGSMA or by the Opcrating Company to EGSMA and
BHP-UTAH within thirty (30) days of the end of each

quarfer,

() During the term of this Agreement and the rcnewal period
EGSMA, BHP-UTAH and Operating Company are entitled to
the full use of all fixed and movable assets in connection with

operations hereunder in (1) the Area and (2) any other area appr-
oved by EGSMA and BHP-UTAH and proper accounting adjust-
ment shall be made. BHP-UTAH and EGSMA shall not dispose

of the same except with agreement of the other.

{c) BHP-UTAH may freely import into A.R.E. for use thercin and
frecly export at the end of such use, machmery and equipment

which it either rents or leases in accordance with good industry

practices.
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ARTICLE IX
OFFICE AND SERVICE OF NOTICE

BHP-UTAH shall maintain an officc in the A.R.E. at which
notices shall be validly served.

L'he General Manager and the Deputy General Manager shall'
be entrusted by BHP-UTAH with sufficient power to carry out imme-
diately all local written directions lawtully given to him by the GO-
VERNMENT or its representatives under the terms of this Agree-
ment. All lawful regulations issued or hereafter to be issued which
are applicable hereunder and not in conflict with this Agreement

shall apply to the duties and activities of the General Manager and
Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are delivered to the office of the General Manager or which

are sent to him by mail, telex or hand delivery to BHP- UI‘ AH’s
office in A.R.E.

All matters and notices shall be deemed to be validly served
which are delivered to the office of the Chairman of EGSMA or

which are sent to him by mail, telex or hand delivery to EGSMA’s
main office in Cairo.

ARTICLE X
MARKETING

Operating Company shall have the right and responsibility to
market and sell all Potash produced hereunder to any person or per-
sons outside or within the AR.E., and Operating Company shall use
its best cfforts to consummate all sales on the most favorable terms
and conditlons as it may be able to obtain under market conditions

prevalling at the time in bona fide, arm’s length sales transactions.
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ARTICLE X1
CUSTOMS EXEMPTIONS

(@) EGSMA, BHP-UTAH and Operating Company shall be permit
ted to import and shall be exempted from customs taxes and
duties and from any other taxes and from the importation rules
with respect to the importation of machinery, equipment, applian-
ces, materials, items, means of transport and transportation (the

exemption from taxes and duties shall not apply to passenger

cars), electric appliances, air conditioners for offices and mmes,

electronic appliances, computer hardware and software, as well
as spare parts required for any of these items, all subject to a
duly approved certificate by an EGSMA responsible representa-
tive nominated by EGSMA for such purpose that the imported
items are required for carrying on the activities related to this

Agreement.

(b) Machinery, equipment, appliances and means of transport and
transportation 1mported by contractors . and subcontractors
temporarily engaged in an activity related to the operations sub-
ject of this Agreement shall be cleared under the «Temporary
Release System» (without payment of any taxes or customs
duties), upon presentation of a duly approved certificate by an
EGSMA responsible representative nominated by EGSMA  for
such purpose that the imported items are required for an activity
related to this Agreement.

Iter{‘ls (excluding motor vehicles) set out in paragraph (a) of this
Af‘tlcle i'nflpﬁrted by contractors and sub-contractors for the afore-
sald activities, In order to be installed or used permanently or
consumed shall be subject to the exemption set forth in ﬁara—
graph (a) of this Article after being duly certified by an EGSMA

r.esponsible representative to be used for carrying on the activi-
ties related to this Agreement.
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(c) The employees of BHP-UTAH, Operating Company and their
contractors and sub-contractors shall not be entitled to any exemp-
tions from customs duties and other ancillary taxes and charges ex-

cept within the hmits of the provisions of the laws and regulations
applicable in the A.R.E.

(d) Items imported into 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 obtain-
Ing EGSMA’s approval without any export 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 AR.L.,
after obtaining the approval of EGSMA and the Customs Depart-
ment. In this case the purchaser shall pay all applicable CUSt?_mS
duties and other ancillary taxes and charges according to the
condition and value of such items and the customs tariff appli-
cable on the date of sale, unless such items (excluding passenger
cars) have already been sold to an affiliated company of EGSMA,
having the same exemption or unless title to such items have re-
verted to EGSMA or the Customs Departement.

In the event of any such sale under this paragraph (d), the proceeds
from such sales shall be divided in the following manner : BHP-
UTAH shall be entitled to reimbursement of its unrecovered cost
if any in such items, and the excess, if any, shall be paid to

EGSMA.

(¢) The exemption provided for in (a) of this Article shall not apply
to any imported items when, in the opinion of EGSMA items of
the same, or substantially the same kind and quality are manu-
factured locally and are available for timely puréhase and de-
livery in the A.R.E. at a price not higher than ten percent (10%)
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more than the cost of the imported item before customs duties
but after transportation and insurance costs have been added.

(i, BHP-UTAH, EGSMA, Operating Company and their respective
buyers shall be entitled to export the Potash referred to in this
Agreemént no license being required, and shall be exempted
from any duties, taxes, or any other imposts mn respect of the
export of Potash hereunder.

ARTICLE XII
BOOKS OF ACCOUNT

ACCOUNTING AND PAYMENTS

(@) EGSMA, BHP-UTAH, and the Operating Cumpany shall each
maintain at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Annex «Ey and
accepted accounting practices generally used in the Potash min-
ing industry and such other books gnd records as may be neces-
sary to show the activities performed under this Agreement,
including the amount and value of all Potash procluced and sold
hereunder. BHP-UTAH and Operating Company shall keep

their books of account and accounting records in United States
Dollars. Operating Company shall furnish to the GOVERN-

MENT or its representative monthly reports showing the amount
of Potash produced and sold hereunder. Such reports shall be
prepared in the form required by the GOV ERNMENT, or
its representative and shall be signed by the General Manager
or by the Deputy Ceneral Manager or duly designated deputy, and

delivered to the GOVERNMENT or its representative within

thirty (30) days after the end of the month covered in the report.
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(6) The aforesaid books of account and other books and records Te-

Terred to above shall be available at all reasonable times for in-
spection by duly authorized representatlves of the GOVERN.
MENT.

BHP-UTAH shall submit to EGSMA a Profit and Loss Statement
tor BHP-UTAH for the Financial Year not later than two (2)
months aftér the commencement of the following Financial Year
to show its net profit or loss from the operations under this Agree-
meént for such year for the purpose of determining the amount,
if any, of AR.E. Income Taxes which shall be payable by

EGSMA.

BHP-UTAH shall at the same time submit 1 year-end Balance
Sheet for the same Financial Year to EGSMA. The Balance
Sheet and Financial Statements shall be certified by an Egyptian
certified accounting firm propased by BHP-UTAH and accepted
by EGSMA.
ARTICLE XIII
RECORDS, REPORTS

AND INSPECTION

BHP-UTAH and/or Operating Company shall prepare and, at all
times while this Agreement is in force, maintain accurate and
current records of its operations in the Area hereunder. BHP-
UTAH and/or Operating Company shall fumish the GOVERN-
MENT or its representative, in conformity with applicable
regulations or as the GOVERNMENT or its representative may
reasonably require information and data concerning operations
under this Agreement, including pericdic progress reports during
Exploration, development and Exploitation .mﬁods. BHP-UTAH
andj/or Operating Company will perform the functions indicated
in this Article XIIT in accordance with their respective mles as
spectficd under this Agreement.
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BHP-UTAH and/or Operating Company shall save and keep
for a reasonable period of time a representative portion of each
sample of cores and cuttings taken from borings and excavations,
to be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.
All samples (and analyses ther€of) acqured by BHP-UTAH
andi/or Operating Company for its own purposes shall be con-
sidered available for inspection at any reasonable time by the
GOVERNMENT or its representatives.  Any such samples which
BHP-UTAH has kept for a period of twelve (12) months without
receipt of instructions to forward them to the GOVERNMENT or
its representatives or elsewhere, may be disposed of by BHP-
UTAH at its discretion.

Unless otherwise agreed to by EGSMA 1n case of exporting any

samples for analysis outside A.R.E., samples €quivalent in siz€ and

(d)

quality shall, before such exportation, be delivered to EGSMA or
retained for the benefit of EGSMA at the site of activities here-
under within A.R.E.

Originals of records can be exported with the permission of
EGSMA ; provided, however, that such records and any data which
must be processed or analysed outside the A.R.E. may be ex-
ported if a copy or other comparable data or record, if available,
is maintained in A.R.E. and provided that such exports shall be
repatriated to A.R E. immediately upon EGSMA’s request.

EGSMA, through EGSMA’s 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 opera-
tions heing conducted and to inspect all assets, records and data
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kept by BHP-UTAH. EGSMA’s representative, in exerclsing its
rights under the preceding sentence of this paragraph (€), shall not
interfere with BHP-UTAH’s operations. BHP-UTAH shall

make available to EGSMA copies of any and all data (including,
- but not limited to, geological and geophysicalreports, bore hole
logs and maps) in BHP-UTAH’s possession which relates to the
Area. All such data shall be kept strictly confidential and shall
not be divuiged by EGSMA except to the GOVERNMENT, with-
out the written consent of BHP-UTAH while this Agreement is
in force. However, for purposes of obtaining new offers the
GOVERNMENT may show techmical data required thercfore

(f/ Following the execution of this Agreement and upon BHP-
UTAH's request, EGSMA shall make available to BHP-UTAH
copies of any and all data (including, but not limited to, geological
and geophysical reports, bore hole logs and maps) in EGSMA’s
possession which relates to the Area. All such data shall be kept
strictly confidential and shall not he divulged by BHP-UTAH
(except to BHP-UTAH’s parent company, T'he Broken Hill Pro-
prietary Company Limited (BHP), in connection with this Agree-
ment) without the written consent of EGSMA while this Agreg-

meént 1s in force.

{g) EGSMA and BHP-UTAH shall at all times coopérate fully and
use their best efforts to acquire for their mutual benefit any data -

which relates to the Area in the possession of any other person
or entity.
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ARTICLE XIV
RESPONSIBILITY FOR DAMAGES

BHP-UTAH shall entirely and solely be responsible in law toward
third parties for any damage caused by BHP-UTAH’s exploration
qperations and shall indemnify the GOVRNMENT and/or EGSMA
against all damages for which they may be held hiable on account of
any such operations.

ARTICLE XV
PREVENTION OF LOSS

Operating Company shall take all proper measures according to
gencrally accepted methods in use in the mining industry, to prevent
loss or waste of Potash above or under the ground in any form during
Exploitation operations. The GOVERNMENT shall have the right to
prevent any operation in any mine which is not within the scope of
an approved work program and budget and would reasonably be ex-
pected to result in loss or damage to the mine.

_ ARTICLE XVI
POLLUTION, RESTORATION AND
CONFLICT OF INTEREST

(a) BHP-UTAH or the Operating Company, as the case may be,
shall conduct their operations with due regard to the characler of

the sea surrouriding the concession area and, in particular, BHP-
UTAH or the Operating Company, as the case may be, undertakes
that, in the exercise of its obligations hereunder, it will take reason-
able precautions for the protection of land and ma rine e:colog*f,
navigation, fishing and tourism, and that it will comply with per-
tinent A.R.E. laws and regulations and international commitments
affecting the navigation of ships and aircraft.
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(6) BHP-UTAH or Operating Cosnpany, as the case may be, shall be

(c)

responsible for the reasonable restoration of the surface of the
Exploration Area, Exploitation Area and any ar€a outside the
Exploitation Area used by BHP-UTAH or the Operating Com-
pany, as the case may be, and shall be résponsible for the safe
disposal of substances, the capping of wells, protection of open
pits and all necessary action to effect the shutdown of mining

- operations. BHP-UTAH or Operating Company, as the case

may be, shall also take all reasonable measures to control and
minimize the effects of harmful pollution and contamination to

the extent practically possible. The costs of all said actions
shall be included as Operating Expenditures. A reserve may be
established in the latter years of the life of the mine to cover

the costs of all said actions as approved by EGSMA, the charges
therefore to be included in Operating Expenditures, when anti.
cipated révenues during the period of such shutdown operations
would be insufficient to cover the costs thereof.

Such measures taken to protect the environment and such restora-
tion and control shall be accomplished in a manner consistent
with good international practice in the mming industry, giving
due regard to the health and safety of the public and the nature
and condition of surrounding areas, including surface and ground-
waler résources.

The GOVERNMENT shall be free at any time to negotiate an

conclude agreements with third pasties with respect to any
natural resources other than potash deposits whether such na-
tural resources are discovered by BHP-UTAH or by others. In
the event there shall be a conflict of interest the Minister of
Petroleum and Mineral Resources shall be entitled to coordinate
amcng the parties in order to resolve the conflict.
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ARTICLE XVII

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shail
have access to the Area covered by the Agreement and fto the
operations conducted theéreon. Such representatives may exa-
mine the books, registers and records of EGSMA, BHP-UTAH
and Operating Company and make a reasonable number ot ‘ur-
veys, drawings and tests for the purpose of enforcing the Agree-
ment. They shall, for this purpose, be entitled to make reasona-
ble use of the machinery and instruments of BHP-UTAH or
Operating Company on the condition that no danger or impedi-
ment to the operations hereunder shall arise diréctly or indirectly
from such use. Such representatives shall be given reasonable
assistance by the agents and employees of BHP-UTAH or Operat-
ing Company so that none of the activities shall endanger or
hinder the safety or efficiency of the operations. BHP-UTAH or
Operating Company shall offer suchi representatives all privileges
nd facilities accorded to its own employees in the field and shall
provide them, free of charge, the use of rcasonable office space
and of adequately furnished housing while they are in the field
for the purpose of facilitating the objectives of this Article.
Without prejudice to Article XIIT (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.

ARTICLE XVIII
EMPLOYMENT RIGHTS AND

TRAINING OF ARAB REPUBIIC OF
EGYPT PERSONNEL
It is the desire of EGSMA and BHP-UTAH that operations

hereunder be conducted in a business-like and efficient manner.
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1. The expatriate administrative, professional and technical
personnel employed by BHP-UTAH or Operating Com-
pany and the persomnel of its contractors for the conduct of
the operations hereunder shail be granted a residence as pro-
vided for in Law No. 89 of 1960, as amended by Law no.:
124 of 1980, and Mumisterial Decree No. 280 of 1981, ag.
amended, and BHP- UTAH agrees that all lmmlgratmn pas-
sport, visa and employmenit regulatloms of the A.R.E. shall:
be applicable to all alien employees of BHP-UTAH and
Operating Company working in the A.R.E

2. A minimum of twenty-five percent (25%) of the combined

salaries and wages paid in A.R.E. to each of the expatriate
administrative, professional and technical personnel employed
by BHP-UTAH or Operating Company who are residents in
A.R.E. shall be paid monthly in Egyptian currency.

BHP-UTAH and Operating Company shall each select its own
employees and determine the number thereof to be used for ope-
rattons hereunder.

BHP-UTAH shall, after consultation with EGSMA prepare and
carry out specialized training programs for all 1its A.R.E. emp-
loyees engaged in operations hereunder with respect to applicable
aspects of the Potash mining industry. BHP-UTAH and Opera-
ting Company undertake to replace gradually their non-executive
expatriate staffs by qualified nationalsas they are available.

- During the period when BHP-UTAH is conducting Exploration

operafions BHP-UTAH shall give a mutually agréed number of
EGSMA employees an opportunity to attend and participate in
BHP-UTAH’s and BHP-UTAH’s Affiliated Companies’ training
programs relating to Exploration and Exploitation operatlons.
The costs of such programs, including the costs of EGSMA’s em-
ployees in attending, shall be treated as Exploration Expend:-

tures.
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ARTICIE XIX
LAWS AND REGULATIONS

(¢) BHP-UTAH and Operating Company shall be subject to Law

(b)

no. 86 of 1956 and the regulations issued for the Implementation
thereof, including the regulations for the sate and cfficient per-
tormance of operations carried out under this Agreement and for
the conservation of the mineral resources of the A.R.E. provided
that no regulations, modification or Interpretation thereof shall be
contrary to or inconsistent with the provisions of thic Agreement.

BHP-UTAH and Operating Company shall be exempted from all
taxes, except as provided in Article III paragraph (¢) for AR.E.
Income Taxes, with respect to the extracting, producing, storing,
exporting or transporting of Potash hereunder.

BHP-UTAH and EGSMA shall be cxempled from any tax on
capital including any tax on real property.

The rights and obligations of EGSMA and BHP-UTAH under,
and for the effective term of this Agreement, shall be governed by
and In accordance with provisions of this Agreement and can
only be altered or amended by the mutual agrecment of all the
contracting parties.

T'he contractors of BHP-UTAH and COperating Company shall
be subject to the provisions of this Agreement which affect them.
Insofar as all regulationswhich are duly issued by the GOVERN-
MENT apply from time to time and are not in accordance with

the provisions of this Agreement such regulations shall not apply
to BHP-UTAH and its contractors.

EGSMA, BHP-UTAH, Oprating Company and their contractors

shalt for the purposes of this Agreement be exempted from aHl
professional stamp duties imposed by syndical laws with respect
to their documents and activities hereunder.
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ARTICLE XX
RIGHT OF REQUISITION

(@) 1In case of national cmergency due to war or Imminé€nt cxpectar
tion of war or intermal causes, the GOVERNMENT rﬁ_ay requisi*
tion all or part of the production from the Area obtained he'i‘é-
under and require Operating (Jompaﬂy to increase such prﬂdﬁé-’
tion to the utmost possbible maximum. The GOVERNMENT
may also requisition the mine itsclt "and, if neﬁessary, related

facilities.

(b)) In any such case, such requisition shall not be effected except
after inviting EGSMA and BHP-UTAH or their representatives
by registered letter, with acknowledgement of recelpt, to express

their views with respect to such requisition.

(¢) The requisition of tjroduction shall be effected by Ministerial
Order, Any requisition of the mine itseli, or any related faci-
lities shall be effected by a Presidential Decree duly notified to

FGSMA and BHP-UTAH.

provided above, the GOVERN:-

(d) In the event of any requisition as
.UTAH fos

MENT shall indemnify in full EGSMA and BHP
the period during which the requisition is maintained.

resulting form enemy attack 1s not within

However, any damage
Payment hereunder shall

the meaning of tliis sub-paragraph (d).
ha made to BHP-UTAH in U.S. Dollars remittable abroad. Tne

amount paid to R P-UTAH for Potash taken shall be equal to

the fair market value thereof.
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ARTICLE XXI
ASSIGNMENT

(@) Neither EGSMA nor BHP-UTAH may assign to any person, firm
or corporation not a party hereto, any of its rights, privileges, duties
or obligations under this Agreement without the written consent
of the GOVERNMENT, provided, however, that if such assign-
ment 1s to be made to an Affiliated Coempany, such consent shall

not be unreasonably withheld.

(b) To enable consideration to be given to any request for such con-
sent, the following conditions must be fulfilled :

1. The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such request is

made.

9. The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
in this Agreement and any modifications or additions m
writing that up to such time¢ have been made. A draft of
such instrument of assignment shall be submitted to EGSMA
for review and approval before being formally executed.

(¢) Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes, charges or fees.

() In the event. that the assignor shall retain any interest under |
this Agreement, the assignor shall, together with the assignee,

be jointly and severally hable tor all of their duties and obliga-

tions hereunder.
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(a)

(6)

ARTICLE XXII
BREACH OF AGREEMENT
AND POWER TO CANCEL

The GOVERNMENT shall cancel this Agreement by Presidential
Decree with respect to BHP-UTAH if it is adjudicated bankrupt
by a court of competent Jurisdiction.

The GOVERNMENT shall have the right to cancel this Agree-

ment by Presidentizl Decree with respect to BHP-UTAH in any
of the following instances :

1. If 1t 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 provisions of
Article XXT hereof;

3. If it does not comply with any final decision reached as the
result of court or arbitration proceedings conducted under
Article XXIV;

4. If it intentionally extracts any mineral other than Potash

authorized by this Agreement or without the Authority of the
GOVERNMENT, except such extraction as may be unavoid-

able as the result of operations conducted hereunder in accor-
dance with accepted mining industry practice and which shall

D.

be netified to the GOVERNMENT or its representative as
soon as possible; or

If it commits any material breach of this Agreement, or of
the pI‘OViEiOI]S of Law NO. 86 of. 1956 Wthh are not, exprt-ssly
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contradicted by the provisions of this Agreement. Such
cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT

agamnst BHP-UTAH in accordance with provisions of this
Agreement.

() If the GOVERNMENT deems that one of the atoresaid causes
stated In Article XXII (b) above, (other than a force majeure
cause referred to in Article XXIII hereof) exists to cancel this
Agreement, the GOVERNMENT shall give BHP-UTAH ninety
(90) days written notice personally served on BHP-UTAH’s Ce.
neral Manager in the legally official manner and receipt of which
1s acknowledged by him or his legal agents, to remedy and re-
move 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 conside-
red as validly served upon BHP-U fAH. If at the end of said
ninety (90) days rotice period such cause has not been remedied,
this Agreement may be cancelled forthwith by Presidential De-
crée as aforesaid.

(¢) BHP-UTAH may during or at the end of the Exploration period
surrender 1ts rights under this Agreement in the manner provided
for n Article IV and subject to the terms thercof. In addition,
al any time after the establishment of a Commercial Discovery,
whether before or after the commencement of Commercial Pro-
duction, and without prejudice to Article III (c), BHP-UTAH
may surrénder s rights under this Agreement if BHP-UTAH
reasonably judges the project to be uneconomic, and provided
that BHP-UTAH has complied with Article TTI (c), by so notifying
EGSMA in writing at Icast ninety (90) days in advance. BHP-
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UTAH will surrender all its rights, title and interest in the pro-
ject, ncluding a Potash minc or mines, as of the date of such
surrender and will hold EGSMA andjor the GOVERNMENT
harmless trom any and all claims, suits, actions or judgements
of third parties, and from any losses resulting from failure ot
BHP-UTAH to comply with Article III (c), relating to or in
~conné€ction with such surrender, whether arising before or after
the date of surrender, if based on events or occurrences hereunder
prior to such date of surrender.

Provided further that BHP-UTAH :hall have complied with all
its obligations and discharged all its costs and liabilities here-
under accruing prior to such surrender, this Agreement shall be
deemed to be terminated upon such surrender.

ARTICLE XXITI
FORCE MAJEURE

(@) The non-periormance or delay m performance by EGSMA and
BHP-UTAH, or either of them, of any oblipation under this
Agreement shall be excused if, and to the extent that such non-
performance or delay is caused by force majeure. The period
of any such nen-performance or delay, together with such period
as may be necessary for restoration of any damage done during
such delay, shall to the extent required be added tn the time
given In this Agreement for the performance of such obligation
and for the verformance of any obligation dependent thereon
and, 1f appropriate, to the term of this Agreement, but only with
respect to the part of the Area affected bysucht ‘orce majeure.

(b) «Force Majeures within the meaning of this Article XX11T shalt

include, but not be limited to, any law, order, regulation, direc-
tive, actton, maction or delay of the GOVERNMENT of the
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(a)

(b)

(€)

ARAB REPUBLIC OF EGYPT, or any agency thereof, with
respect to EGSMA or BHP-UTAH, or the Government of the
United States of America, or any agency thereot, with respect to
BHP-UTAH, or anv Act of God, insurrection, riot, war, strike or
other labor disturbance, fires, floods and other natural disasters,
explosion, embarge, blockage, quarantine, or any other caus¢ not
due to the fault or negligence of the party mnveking force majcure,
whether or not similar to the foregoing, and provided further
that any such cause is beyond the reasonable control of the party
invoking force majeure.,

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 shall be referred
to the jurisdiction of the competent A.R.E. Courts and shall be

finally settled by such Courts.

Any dispute, controversy or claim arising out of or relating to
this Agreement or the breach, termination or invalidity thereof
hetween BHP-UTAH and EGSMA shall be settled by arbitration
. accordance with the Arbitration Rules of the Regional Center
for Commercial Arbitration - Gairo («the Centres) in effect on
the date of this Agreement. The award of the arbitrators shall

be final, binding on the parties and subject to no appeal.

The Arbitration tribunal shall be composed of three arbitrators.

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

days after receipt of the claimant’s notification of the appomt-
ment of an arbitrator the respondent has not notified the clal-

mant in writing of the name of the arbitrator he appoints, the
claimant may request «the Centre» to appoint the second arbil-

trator.
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(¢) The two arbitrators thus appomted shall choose the third arbi-

trator who will act as the presiding arbitrator of the tribunal.
It within thirty (30) days after the appomntment 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 at the
Hague to appoint the presiding asbitrator in the same Way as
a sole arbitrator would be appointed wunder Article 6.3 of the
UNCITRAL Arbitration Rules. The presiding arbitrator shall
be a person of a nationality other than AR.E., or U.S.A. and
of a couniry which has diplomatic relations with both A.R.F.
and US.A. and who shall have ne economic interest i the
Potash business of the signatories hereto.

(f)  The atbitration proceedings including the making of the award,

(&)

(h)

shall take place in Cairo.

Egyptian Law shall apply to the dispute except that in the event
of any conflict between Egyptian Laws and this Agreement (in-
cluding the arbitration clause), the provisions of this Agreement
shall govern.

Pending the award, the operations and activities hereunder shali
not be .discontinued.

The provisions of this Agreement relating to arbitration shall
continue in  force notwithstanding the 4ermination of this

Agregment.

- The award rendered may be entered in any court having juris-

diction and application may be made in such court for a judictal
acc'eptance of the award or an order of enforcement, as the case

may be.
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(k) BHP-UTAH and EGSMA agree that if for whatever reason arbi-
tration in accordance with the above procedur€ cannot take place,
theén all disputes controversies or claims arising out of or relat-

g to this Agreement or the bréach, termination or invalidity

thereof shall be settled by arbitration in accordance with the
UNCITRAL Rules.

i

ARTICLE XXV
STATUS OF PARTIES

(@) The rights, duties, obligations and li-bilities in respect of
LEGSMA and BHP-UTAH hereunder shall be several and not
joint or collective, it being understood that this Agreement shall

not be construed as constituting an association or corporation or
partnership.

(b) BHP-UTAH shall be subject to the laws of the place where it is
mcorporated regarding its legal status or creation, organization,
charter and bylaws, shareholding, and ownership. BHP-UTAH’s
shares of capital stock which are entirely held abroad shall not
be negotiable in the A.R.E. and shall not be offered for public
subscription nor shall they be subject to the stamp tax on capital
shares nor any tax or duty in the A R.E. BHP-UTAH shall be

exempted from the application of Law No. 159 of 1981, as
amended.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

BHP-UTAH or Operating Company, as the case may be, and their
contractors shail :

(a) Grve priority to local contractors as long as their prices and per-
P g P pe

formance are comparable with international prices and per-
formance.
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(b) Give preference to locally manufactured material, equipment,
machmery and consumables so long as their quality and time of
debvery are comparable to internationally available materials,
equipment, machinery and consumables. However, such mate-
rials, equipment, machinery and consumables may be imported
for operations conducted hereunder if the local price (taking into

account transportation, handling and insuranceé costs) of such
items at BHP-UTAH’s or Operating Company’s operating base
in A R.E. is more than ten rercent (10%) higher than the price
of such imported items pefore customs duties, but after transpor-

tation and msurance costs have been added.

ARTICLE XXVII
SUPPLY OF SOURCE OF ENERGY

[t is expressly acknowledged by the parties that the technical
feasibility and commercial advisability of developing a Potash mine or
mines, as contemplated by this Agreement, will depend upon the
ability of BHP-UTAH and EGSMA to obtain a commitment for a
reliable long term supply of natural gas to the project or any other
substitute therefor in quantities and at a delivered price which will
permit successful commercial and economic development and opera-
tion of the project. BHP-UTAH and EGSMA will cooperate fully
and use their best efforts to obtain such a supply on the most favora-
ble commercial and economic terms possible. 1f EGSMA and BHP-
UUTAH ace unable to obtain the necessary supply delivered to a point
within fifty (50) kilometers of the Potash mine site at a price which
in the case of gas is equal to the equivalent non-subsidized delivered
fuel oil price, as defined below and which in the case of a supply
other than gas, the price shall similarly be the applicable non-sub-
sidized price such inability shall be treated as an event of force ma-
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jeure under Article XXIII for so long as it persists, and EGSMA and
BHP-UTAH shall continue to confer and use their best efforts to

obtain such necessary SUPPIY*

The «equivalent non-subsidized delivered fuel oil price» shall
mean, on an equivalent BTU basis, a value in U.S. Dollars per metric
ton of fuel o1l calculated by referring to Platt’s Otlgram Price Report
during a month under the heading «Furopean Bulk Cargoes F.O.B.
Mediterranean Basis Italys and averaging (A) the sum of the mid-
points of the published low and high values for high sulphur three
and a half percent (3.5%) fuel oil quoted during such month divided
by .the number of days in such month for which such VB.I}.IE‘,S: were
quoted, (B) the sum of the mid-points of the published low and high
values for low sulphur cne percent (1%) fuel oil quoted during such

month divided by the number of days of such month for which such
if due to suspension of discontinuance ot pub-
changes in the prices

values were quoted.
lication of Platt’s Oilgram Price Report, or

reporting format therein or for any other reason, the values referred

to above cannot be determined from such publication, the parties

chall confer in gcod faith toward agreeing on the best reasonable
means of determining such values, it being the infention of the partles

.1 such event to establish an alternative method of determining the

equivalent non-subsidized delivered fuel oil price which yields a result

as close as possible to the above method.

Without prejudice to the foregoing provisions of this Article XXV11
if an EGPC trunkline or other source of naturat gas is located within



v OBl By e & S IS s qail] s
( 39 adly alallt 5oLLE )
CL:{ '\eb“_g‘t'} di._-:.‘b\m\ﬂ 5XA ) Y C:»J.U FY ule‘ > dg) U’.J"‘H ua.i”
Lf-f‘:‘“-g hﬁ‘-’” o.'-‘ll_..“ ua_l L.-E.:L (4 Uj-rﬁﬁ uﬂﬂd D s L.f.:g.“ m FQ;T
sl s, led 0509 S5y g A Gpadl e IS J e ST AL
( Q9 psas Al sttt )
LHM"W' #&;rrg &'..’L,- staent)
Q_,;b Joaas 5] U”_j ('J Lo \gB‘JLT Crt (_gsl da e lgw"ﬂ‘ oA Q}G\r

CJ}..H 44-\:.[.\ ﬁj;J!ijH‘ j,)-}‘ J}w(i {uc_)uswli ;_qua:.n
j.‘a.J‘ UM n_,aT_g Q_ylﬁ.“ baﬂ’ﬂ Lals' 4.;3le| a.-Ub li:» ucL..:u_g Mlm"ﬂ a.-Us (jtb

it gly 4oyl e ASLEY pR 8 Am e 0 o P sl o
¢ (bp g V2 s

1“".”"” A z_}.w’-?'
L P

foand! Sley lls o yodl dalaad Wl & Ll &)



hifty (50) kilometers of the potash mine site, BHP-UTAH will con-

struct or cause to be constructed a pipeline from such source to the
mine site, the cost thercof to be included in Exploitation Expenditures

ARTICLE XXVIII
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 EGSMA and BHP-UTAH the English and
Arabic vérsiotis shall both be referred to as having equal force in
construing or interpreting this Agreement.

ARTICLE XXIX

APPROVAL OF THE A.R.E.

GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unbess and umtil a law is issued by the competent authorities of the
A.R.E. authorizing the Minister of Petroleumn and Mineral Resources
fo sign sald Agreemént and giving this Agreement full force and
effect of law metwithstanding any countervailing governmental enact-
ment, and the Agreement is signed by the GOVERNMENT,

EGSMA and BHP-UTAH.

ARAB REPUBLIC OF EGYPT
BY : —

EGYPTIAN GEOLOGICAL SURVEY
AND MINING AUTORITY

BY - —

BHP-UTAH INTERNATIONAIL EXPLORATION INC.
BY : —mm
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ANNLEX ¢A»y
DESCRIPTION OF THE AREA

The Area is delineated by lines Connecting the points A, B, G,
and D. Commencing at Point A which is located at longitude 32 de-
grees 55 minutes €ast, latitude 28 degrees 52 minutes 15 seconds
north; running generally southeasterly to point B located at longitude
34 degrees 18 minutes 10 seconds east, latitude 27 degrees 00 minutes
north. then running generally southwest to Point G located at longi-
tude 33 degrees 53 minutes 30 seconds east, latitude 26 degrees 45
minutes 30 seconds north ; then running generally northwesterly to Point
D located at longitude 32 degrees 30 minutes €ast, latitude 28 de-
gress 37 minutes 30 seconds north; then back to Point A, the Point
of beginning. The area enclosed by the lines described totals 14,800

square kilometers, more or less.
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ANNEX ¢QCy»

LETTER OF GUARANTY NO.
CAIRO, THE EGYPTIAN GEOLOGICAL
SURVEY AND MINING AUTHORITY

Gentlemen :

The Undersigned, The National Bank of Egypt, Cairo, as Gua-
rapdor, hereby guarantees to the EGYPTIAN GEOLOGICAL SUR-
VEY AND MINING AUTORITY (hereinafter referred to as
«EGSMA ) to the limit of five hundred thousand dollars ($ 500,000.00)
in U.S. currency the performance by BHP-UTAH INTERNA-
TIONAL EXPLORATION INC. (hereinafter referred to as ¢BHP-
UTAH») of its obligations required for Exploration opérations to
spend a minimum of five hundred thousand U.S. dollars during the
initial year of the Exploration period under Article IV of that certain
Concession Agreement (hereinafter referred to as the «Agreement»)
covering that Area described in Annex€s «A» and «B» of said Agree-
ment, by and between the ARAB REPUBLIC OF EGYPT (herein-
after referred to as «<A.R.E.»), EGSMA and BHP-UTAH dated
, 199 —,

It is understood that this Guaranty and the liability of the Guaran-
tor hereunder shall be reduced quarterly during the period of expen-
diture of said five hundred thousand ($ 500,000.00) U.S. dollars by
the amount of money éxpended by BHP-UTAH for such Exploration

Operations during each such quarter. Each such reduction shall be
established by the joint written statement of EGSMA and BHP-UTAH
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In the event of a claim by E&&SMA of non-performance or surt-
ender of the Agreement on the part of BHP-UTAH prior to fulfill-
ment of sald minimum expenditure obligatiorr under Article IV of said
Agreement there shall be no liability on the undersigned Guarantor
fo;* payment to EGSMA unless and until such liability has been esta-
blished by written statement of EGSMA setting forth the amoung
due under the Agreement.

It 1s a further conditon of this Letter of Guaranty that

(+) 'This Letter of Guaranty will become available only provi-
ded that the Guarantor will have been imformed in writing
by BHP-UTAH and EGSMA that the Agreement between
BHP-UTAH, A.R.E. and EGSMA has become effective
according to its terms, and said Guaranty shall becomc effec-
tive on the Effective Date of sald Agreement.

(2) This Letter of Guaranty shall i any event automatically
expire
(a) one (1) year and six (6) months after the date 1t becomes
effective, or

(b) at such time as the totat of the amounts shown on quat-
terly joint statements of EGSMA and BHP-UTYAH

equals or exceeds the amount of said minimum expen
diture obligations, whichever is earlier.

(3) Consequently, any claim i respect thereof should be made
to the Guarantor prior to either of said expiration dates at
the latest, accompanted by EGSMA’s written statement
setting forth the amount of under expenditure deficiency by

BHP-UTAH to the effect that :
fa) BHP-UTAH has failed to perform its expenditure ob-
lgations referred to in this Guaranty, and

(b) BHP-UTAH has failed to pay the expenditure deficte-
ncy to EGSMA.

For

Accountant Manager
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ANNEX «D>»
CHARTER OF THE OPERATING
COMPANY
ARTICLE |

A joint stock company having the nationality of the Arab Republic
of Egypt shall be formed with the authorization of the GOVERN-

MENT in accordance with the provisions of the Agreement referred
to below and of this Charter.

The Company shall be subject to the laws and regulations 1n force
in the A.R.E. to the extent that such laws and regulations are not
inconsistent withe the provisions of this Charter and Agreement re-

ferred to below.

ARTICLE II

The name of the Operating Company shall be mutually agreed
upon between EGSMA and BHP-UTAH on the date of the Gommer
cial Discovery and shall be subject to the approval of the Mimnister

of Petroleum and Mineral Resources.

ARTICLE 111

The Head Office of the Operating Company shall be m the
A.R.E. in Cairo.

ARTICLE IV

The object of the Operating Company is to act as the agency
through which the Egyptian Geological Survey and Mining Authority
(¢EGSMA») and BHP-UTAH International Exploration Inc. («BHP-
UTAH)) carry out and conduct the Development and Exploration and
Marketing operations required in accordance with the provisions of
the Agreement signed on the — - day of , 199 , by
and among the Arab Republic of Egypt, EGSMA and BHP UTAH
covering Potash operations in the Gulf of Suez Area described therem.
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The Operating Company shall also be the agent to carry out and
conduct exploration operations after the date of Commercial Dis-
covery pursuant to BHP-UTAH’s Exploration work programs and bud-
gets approved in accordance with the Agreement.

The Operating Company shall keep account of all costs, expenses
and expenditures for such operations under the térms of the Agree-

ment and Annex «Ey thereto..

The Operating Company shall not engage in any business or under-
take any activity beyond the performance of said operations unless
otherwise agreed upon by EGSMA and BHP-UTAH and approved by

the Minister of Petroleum and Reésources.

ARTICLE V

The authorized capital of the Operating Company 1s twenty
thousand Egyptian Pounds divided ifito five thousand shares of common

stock with a value of tour Egyptian Pounds per share€ having equal
voting rights, fully paid and nonassessable.

EGSMA and BHP-UTAH shall each pay for, hold and own,
throughout the life of the Operating Company referred to above, one
half (1/2) of the capital stock of the Operating Company, provided
that only iri the event that either party should transfer or asstgn 1ts
ownership intérest in the entirety of the Agreement, may such transferr-
Ing or ass‘igﬂﬁng party transfer or assign any of the capital stock of the
Operating Compny and, In that event, such transferring or assigning
party (and its successors and assignees) must transfer and assign a

stock interest in the Operating Company equal to the transferred or

assioned ownership interest in the entirety of the said Agreement.

ARTICLE Vi1

The Operating Company shall not own any right, title, interest ox

estate in or under the Agreement or any Exploitation Lease created
thereunder or in any of the Potash produced from any Fxploration



1A L i T () £ 2l G Jl Bt Y Y

S olllien 91 Olame of Jael GV E Y asl_ay! e Szl dic

e (@ Yy e DL Sy 5l 2N dlates o L s lede J peam! ®

Ba LS“;L‘ Laij Q}ﬁ f‘J"“ _jlu._,a‘_g (_g\;\.':\_g\ ‘}a}m C\ J\d J,...::S

dw-ﬁl_ﬂ-” 45‘_/\«“ _),_9“&“'-5 hjﬂ * iﬂﬁamul D-EL&: L‘?w b_’i s U"J'L}f j "\.—:g“
* ‘_)B/ Azl Lgi OACJJ 6‘ ‘_9499 g.)’l L_JlL:L:..:.H{
( Wl 550 )

¢ Uy ool g3 4l cE IS 5 (S e e Ollendl a5l &5 23!
S 1 DY RPN A W IR TR T C QR TIS a3l ods 5 55 Lo
a2 IR IPRY poeitl pyed s an Lol bl 3Y gas STl ol
e e XTI TR S I N U R
o dslayi
( alldy 3o )

el (1) Lo o O 5)bal uloms Ll 4301 &2l 5,
by i~ W‘d“’“"'u"d-’fw (\"’) SW 4 4*41 ul:—uaw(\“)%)ﬁ
_‘_ju-‘;_j g ;__:-L..J ﬂj,b‘ .u.lm_}-a&w 8B 9 a_;‘by)wimuuj ‘Lu,a.”

6 u_..,.l:?.-_l.l sloc d«..ul:j b 2o Dl 4o 5, 15Y! pdoes Slebezat 3 o5
(8) 4l e G515 130 Y1 Lo djﬁ Y Ol sda d da )3

L_.ff.;..: c:JrT 4] Jj"b‘ 2% ‘_QT L.:‘:{ EE ﬂL.Z:;S” ;__:L,,._g? Cyt JST T ;,\ )
LG"I‘ ‘WJGMJDL"‘_}S}-’(_;l‘:"\-—-*d‘*"‘bul’l’fﬂullnj_,=~

Ij....._'uﬂ;



A RO R P I AN P13 I A VAE SV U Wowgs [ Sty

nfi—

Block or Exploitation Lease area thereunder or in any of the assets,
equipment or other property obtained or used in connection therewith,
and shall not be obligated as a principal for the financing or perfor-
mance of any of the duties or obligations of either EGSMA or BHP-
UTAH under the Agreement. The Operating Company shall not
make any profit from any source whatever.

ARTICLE VII

The Operating Company shall be no more than an agent for
EGSMA and BHP-UTAH. Whenever it is indicated herein that the

Operating Company shall decide, take action or make a proposal and
the Iike, it 1s understood that such decision or judgement is the result
of the decision or judgement of EGSMA and BHP-UTAH, as may

be required bv the Agreement .

ARTICLE VIII

The Operating Company shall have a Board of Directors con--
sisting of six (6) members, three (3) of whom shall be designated by
EGSMA and the other three (3) by BHP-UTAH. The Chairman
shall be designated by EGSMA and shall also be a Managing Director.
BHP-UTAH shall designate the General Manager who shall also be
a Managing Director. In accordance with the provisions of Article
VI (c) of the Agreement, the General Manager shall prepare and submit
to the Board of Directors for approval an annual production schedule,

work program and budget for each Financial Year.

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority of
the Directors are present, and any decision taken at such meetings
must have the affirmative vote of four (4) or more of the Directors;
provided, however, that any Director may be represented and vote
by proxy held by another Director. The Board of Directors may also,
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in lieu of a meeting, take such action by the unanimous copsent in
writing signed by each of the six (6) Dircctors.  The Board of Directors
shall not unreasonably withhold approval any annual production
schedule, work program or budget submitted by the General Manager
to the Board of Directors for approval.

ARTICLE X

General Meetings of the shareholders shall be valid if a majority of
the capital stock of the Operating Company is represented thereat.
Any decisions taken at such meetings must have the affirmative vote
of shareholders owning or representing a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering the
terms and conditions of employment of the personnel of the Operating
Company employed directly by the Operating Company and not assig-
ned thereto by BHP-UTAH and EGSMA.

The Board shall, in due course, draw up the By-Laws of the O pe-
rating Company and such By-Laws shall be effective upon being ap-
proved by the shareholders, n accordance with the provisions of

-~ Article X hereot.

ARTICLE XII

The Operating Company shall come into existence thirty (30) davs

ofter the date of Commercial Discovery as provided for in the

Apreement.

The duration of the Operating Company shall be for a period
equal to the duration of the said Agreement, including any renewal

thereof.
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The duration of the Operating Company shall terminate if the
Agreement referred to above Is terminated for any réason as provided

therein.
THE EGYPTIAN GEOLOGICAL SURVEY

AND MINING AUTHORITY

BY : — —
BHP-UTAH INY ERNATIQNAL EXPLORATION INC,

BY : —————
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ANNEX «<E»
ACCOUNTING PROCEDURL
ARTICLE 1
GENERAL PROVISIONS

The Accounting Procedure relates to

(a) BHP-UTAH’s operations under the Agreement.

(b) Cperating Comjrany’s operations under the Agreement. The
definitions contained in Article I of the Cooncession Agree-
ment shall apply to this Accounting Procedure and have the

same meaning. «Agreements means the Concession Agree-

ment of which this Annex is a part.

Statements of Activity

(a) BHP-UTAH shall, pursuant to Article IV of the Agreement,
render to EGSMA within twenty (20) days of the end of each
Calendar Quarter a Statement of Exploration Activity reflect-
ing all charges and credits related to the Exploration ope-
rations for that Quarter summarized by appropriate classifi-
cations indicative of the nature thereot..

(b) Operating Company shall render to EGSMA and BHPF-
UTAH within fifteen {15) days of the end of each Calendan
Quarter a Statement of Exploration and Exploitation Acti-
vities reflecting all charges and credits related to the Explo-
raticii and Exploitation operations for that quarter stmma-
rized by appropriate classifications indicative of the nature
thercof except that unusual charges and credits shall be

detailed.

Adjustments and Audits

(a) FEach Statement ot Exploration Activity of BHP-UTAH shall
conclusively be presumed to be true and corréct after three
(3} months following the receipt of such statement bV
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EGSMA unless within the said three (3) month period
EGSMA takes wriiten excepion thereto pursuani to Arudcie
LV (1) of the Agrecieni. burlig said viiree (3) nionth period
supporting documents will be avauabie for inspecioii by
EGSMA during all working hours.

() All Statements of Exploration and Exploitation Activities by
Operating Company ior any (alcndar (Juarter shall con-
clusively be presumed to be true and correct three (3) months
following the receipt of such stalement unless wichibi the
sald three (3) months period EGSMA or BHP-UTAH takes
writien exception thereto.

4. Currency Exchange

BEP-UTAH’s books {or Exploration and Ogpeérating Company’s
books for Exploitation and kixploraiion, if any, shall be kept 1n
the A.R.E. in U.S. Dollars. All U.S: Dollar Cxpendiiures shall
be charged 1n tke amount expended. Al] Egyptian Pound ex-
penditures shall be translated to U.S. Dollars at the average rate
obtained by BHP-UTAH or Operating Company in foreign ex-
change transactions during the preceding month, or in the absence
of such transactions, at the buying rate of exchange declared by
the Central Bank of Egypt and in effect at the time of buymg on
the first day of the month in which exnénditures ar€ recorded,
and all cther non-U.S. Dollar 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 a.m. G.M.T., on the first day of the month in which expen-
ditures are recorded. A record shall be kept of the exchange
rates used In translating Egyptian Pounds or other non-U.S.

Dollar expenditures to U.S. Dollars.

5. 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 prevcil.  In the absence of any provision in the
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Agreement, all accounting procedures are to be in accordance with
gencrally accepted accounting principles generaily used in ihe
Potash mining industry.

0. Reviston of Accounting procdure

By mutual agreement between EGSMA and BHP-UTAH, this
Accounting Procedure may be revised from time to time in the
hight of future arrangements.

ARTICLE II
COSTS, EXPENSES AND
EXPENDITURES

Subject to the provisions of the Agreement, BHP-UTAI shall,
directly or through Operating Company, as the case may be, pay
the following costs and expenses. Such costs and expenses shall be
classified and allocated each month between Exploration, Exploitation
and Operating activities according to sound and practicable account-
ing methods, on a cash basis unle€ss otherwise stated in this Agreemenn,
and treated in accordance with Article VII of the Agreement.

1. Surface Righits :

All costs attributable to the acquisition, renewal or relinquishment
of surface rights acquired and maintained 1n force for the Are€a.

9 Labor and Related Costs :

(A) Salaries and wages of BHP-UTAH’s or Operating Company’s
employees, as the case may be, directly engaged in the varlous
activities under the Agreement including salaries and
wages paid to geologists and other employees who are tempo-
rarily assigned to and employed in such activities, such salarles
and wages to be certified by a certified accounting firm.
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Reasonable revisions of such salaries and wages shall be effec-
ted to take mnto account changes in BHP-UTAH's or Opera-

ting Company’s policies and amendments of Laws applicable
to salaries. For the purpose of this paragraph 2, salaries and
wages shall mean the assessable amounts for A.R.E. Income
taxes, including the salaries during vacations and sick leaves.
All related costs during the Exploration period which are in
accordance with BHP-UTAH's established 1nternational
policies, and all related costs which are in accordance with the
established policies of the Operating Company upon i3

formation.

(B) For expatriate employees temporarily assigned to the A.R.E.
all allowances, costs of established plans and all travel reloca-
tion costs for such expatriates as paid in accordance with
BHP-UTAH’s intemnational policies. Such costs shall not
include any administrative overhead other than what 1s men-

tioned in Article II (11 B).

(C)" Costs of expenditure or contributions made pursuant to law

or assessment imposed by governmental authority which are
applicable to labor cost of salaries and wages.

3 Benefits, Allowances and Related Costs of National Employees :
Bonuses, overtime, customary allowances and benefits. Severance
pay will be charged at a fixed rate applied to payroils which
will equal an amount which will not exceed the maximum liability
of severance payment as required under the AR.E. Labor Law.

4. Matenal :
Material, equipment and supplies, including fuel, purchased or

furnished as such by BHP-UTAH or Operating Company..
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(A) Purchases :

Material, equipment and supplics purchased shall be ai price
paid by BHP-UTAH or Operating Company plus any rela-
ted cost actually 1ncurred and atter deduction of all discounts
actuaily received.

(B) Material Furnished by BHP-UTAH :

Material required for operations shail be purchased directly
whenever practicable, except that BHP-UTAH may furnish
such materizl from BHP-UTAR’s affiliates stocks ouiside
the AR.L. under the following conditions :

1. New Material (Condition «Ay)

New material transferred from BHP-UTAH’s affiliates
warehcuse or other properties shall be priced at current
replacément value, provided that the ccst of material
supplied is no higher than international prices for mate-
rial of similar quality supplied on similar terms, prevail-
ing at the time such material was supplied.

2..  Used Material (Conditions «By and «Cs»);

(a) Material which is in sound and serviczable condl-
tion and is suitable for re-use without recondiiions
ing shall be clagsed as Condition «B» and priced at
seventy-five percent (70%) oi the price of new
material.

(b) Material which cannot be classified as Condition
«B» but which is serviceable for original fun:iion
but substantially not suitable without reconditioning,
shall be classed 2s Condition «C's and priced at fifty
percent (50%) of the price of new material.

(¢) Material which cannot be classified as Condition
¢B> or Condition «C» shall be priced at a value

commensurate with its use.
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(d) Tanks, buildings and other cquipment involving
erection costs shali be charged at applicable per-
centage of knocked down new price.

(C) Warranty of Materials Furnished by BHP-UTAH

BHP-UTAH does not warrant the material furnished beyond
or back of the dealer’s or manufacturer’s guaranty; and I
the case of defective material, credit shall not be recorded
until adjustment has been received by BHP-UTAM ifrom

manufacturers or their agents.

Transportation and Business Travel Costs :

A) Transportation of equipment, materials and supplies neces-
po quip 1%
sary to the conduct of BHP-UTAH’s or Operating Com-
pany’s activities under the Agreement.

(B) Business Travel and Transportation expénses to the extent
covered by established policies of BHP-UTAH

Services

(A) Third Party dervices :
The costs of contracts for consultants, services and utilitiss
procured from third parties including cost of services pei-
formed by EGSMA, BH?-UTAH and any Affiliated Gom:

pariies either instde or eutstde the AR.E.

(B) Use of FHP-UTARs ¢r any Affiliated Company’s wholly
owned equipment shall be charged at a rental rate comme-
nsurate with the cost of ownership and operation, but not

in excess of competitive rates currently prevailing In the
A.R.E.
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/. Damages and Losses :

All costs or expenses, necessary (o replace or repair damages cr
losses incurred by fire, flocd, storm, theft, accident or any other
cause In the nature of a casualty or accident, not controllable
through the exercise of reasonable diligence by BHP-UTAH.
Any other such costs or expenses which are duc to the fault or
neghgénce of BHP-UTAH or any other such costs or expenses
which are controllable hy BHP-UTAH through the exercise of
reasonable diligence are not recoverable.

8. Insurance and Claims :

‘The cost of any public liability, property, damage and other insura
nce against liabilities of BHP-UTAH, Operating Company and/or
the parties or any of them to their employces and’or outsiders
as may be required by the laws, rulés and regulations of the GOV-
ERNMENT or as the parties may agree upon including insurance
against business interruptions. The proceeds of any such insurance
or claim collected shall be credited against operations.

If no insurance is carried for a particular risk, all related actual
expenditures incurred and paid by BHP-UTAH or Operating
Company in settlement of any and all losses, claims, damages,
judgements and any other expenses, inclading legal services.

9. Indirect Expenses :

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expenses of field super-
visory personnel, field clerks, assistants, and other general emp-

loyees indirectly serving the Area.
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10. Legal Expenses :

All costs and expenses of litigation, or other legal services ncces-
sary or expedient for the protection of the Area or the interests
of the Parties, including attormey’s fees and expenses, together
with ail judgments obtained against the parties or any of then:
on account of the operations under the Agreement, and actual
expenses mncurred by any paity or parties hereto in securing €vi-
dence or preparing for or conducting litigation for the purpose of
defending against any action or claim prosecuted or urged against
the parties or any of them arising out of the operations or the
su'bject 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 partics hereto, a charge commensu-
rate with cost of provicing and furnishing such services may be

made to operations.

11. Administrative Overheéad and General Expénses :

(A} While BHP-UTAH is conducting Exploration activities, cost
of staffing and maintaining BHP-UTAH’s head office in the
A. R. E., and/or other offices established in the A.R.E. as
appropriate other than ficld offices which will be charged
as provided in Article 11, paragraph 9 above.

(B} BHP-UTAH’s administrative overhead outside the A.R.E
applicable to the A R.E. Exploration operation, will be char-
ged each month at the rate of ten percent (10%) of total
Exploration Expenditures for the first one million U..5. dol-
Iars ($ 1,000,000.00) of such expenditures, and at the rate of
five percent (5%) of such expenditures thereafter while

BHP-UTAH is conducting Exploration activities.
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Administrative overhead outside A.R.E. will not be charged
while Operating Company is conduciing Lxploration oty
ties. No other direct charges as such for BHP-UTAH
administrative overhead outside the A.R.E. will be apphed
against the Exploration obligation. Examples of the type of
costs BHP-UTAH may incur and charge hereunder due to
activities under the Agrcement, and <vhich shall be covered

by said percentage are :

Fxecutive - Time of executive officers.
reasury - Financial and exchange problems.
Purchasing - procuring materials, equipment and suppli€s.

Exploration and Exploitation - Advising and controlling the
entire project.

Other depariments such as legal, accounting and enginéering
which contribute time, knowledge and experlence to the
operations.

The foregoing shall not preclude charginy for direct services,
under sub-paragraph 6 {A) of this Article 1L

While Operating Company is conducting activities, Opcrat-
ing Company’s personnel engaged in general clerical and
office work, supervisors and officers whose time is gereraily
spent in the main office and not the field, and all employees
generally considered as general and administrative and 1ot
charged to other types of expense will be charged to opera-
tions. Such expenses shall be allocated each month between
Exploration and Exploitation according to sound and practi-
cable accounting methods.
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12. Taxes :

13.

14.

15.

All taxes, duties or levies paid in the A R.E. by BHP-UTAH or
Operating Company with respect to this Agreement other than
those covered by paragraph (e) of Article 111 of the Agreement.

Continuing BHP-UTAH Costs :

Costs of BHP-UTAH’s activities required under the Agreement

and incurred exclusively in the A.R.E. after Operating Company 1s
formed.

Interest :

Interest costs of BHP-UTAH which are expressly provided for in

the Agreement.

Other Expenditures :

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article
I1, incurred by BHP-UTAH or Operating Company under appro-
ved Work Programs and Budgets.

ARTICLE 111
INVENTORIES

Periodic Inventories, Notice and Representation :

At reascnable intervals as agreed upon by EGSMA and BHP-
UTAH inventories shall be taken by Operating Company of the
operations materials supplies and product.

Written notice of intention to take inventory shall be given by
Operating Company to EGSMA and BHP-UTAH at least thirty
(30} days before any inventory is to hegin so that EGSMA and
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BHP-UTAH may be represcnted when any inventory is taken.
Fatlure of EGSMA and/or BHP-UTAH to be represented at an
Inveatory shall bind them to acccept the inventory taken by Ope-
rating Company, who shall in that event furnish the pariy not
represenied with a copy thercof.

Reconciliation and Adjustment of Inventories :

Reconciliation of inventory shall be made and, a list of overages
and shortages shall be determined by Operating Company. and the
inventory adjusted by Operating Company.

ARTICLE 1V
COST RECOVERY AND PAYMENTS

Statement of Recovery of Costs

Operating Company shall pursuant to Article VII of the Agree.
ment, render to EGSMA and BHP-UTAH as promptly as prac-
ticable but not later than fifteen (15) days after the end of each
Calendar Quarter a statement for that Quarter showing

(1) Determination of rovalty payable to A.R.E.

(11) Recoverable costs, including  BHP-UTAH’s Exploration
costs, carried forward from the previous quarter, if any.

(iif) Recoverable costs incurred and paid during the quarter.
(tv) Total recoverable costs for the quarter [ (i1) plus (iii) ].
(v} Sales Revenue received during the quarter.

(vi) Amount of costs recovered for the quarter.

(vii) Amount of recoverable costs carried into the sticceeding
quarter, if any.
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(viii) Determination of Net Proceeds and the amounts of BHP-
UTAH’s and EGSMA'’s share of Net Proceeds..

Payments :

Amounts du¢ BHP-UTAH and EGSMA as shown on such state-
ments shall be paid in U.S. Dollars or other fully convertible
foreign currency by Operating Company.

Audit Right :

EGSMA and BHP-UTAH shall have a period of twelve (12)
months from receipt of any  statement under this Article IV in
which to cause an audit to be conducted by a mutually accep-
table, independent, recognized firm, and raise objection to any
such statement. EGSMA and BHP-UTAH shall agree on any

requirtd adjustments. Supporting documents and accounts will
be available to EGSMA and BHP-UTAH during said twelve (12)
months period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

Exploration and Major Accounts -

BHP-UTAH will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the
total amount of Exploration Expenditures reported on Statements
of Activity prepared per Article 1.2. A hereof, less any reduc-
tions agreed to by EGSMA and BHP-UTAH following written
exceptions taken by EGSMA pursuant to Article 1.2. A hereof. in

order to determine when the minimum Ex ploration Obligation hag
b€en met.
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2. Cost Recovery Control Account :

BHP-UTAH will establish a Cost Recovery Control Account and
an offsetting contra account to control therein the amount of cost

remaining to be recovered on the amount of cost recovered.

5. Major Accounts :
For the purpose of classifying costs, expenses and expenditures
tor cost recovery as well as for the purpose of establishing when
the Exploration Obligation has been mect, costs, expenses and ex-
penditures shall be recorded In major accounts including the

following

(a) Exploration Expenditures.

(b; Exploitation Lxpenditures other than Operating Expendi-
fures.

(¢) Operating Expenditures.

Necessary sub-accounts shall be used.
Revenue accounts shall be maintained by Operating Company

to the €xtent necessary.

ARTICLY, Vi
TAX IMPLEMENTATION PROVISIONS

It is understood that BHP-UTAH shall be subject to Egyptian
Income Tax laws, except as otherwise provided in this Agreement,
that any A.R.E. Income Taxes paid by EGSMA on BHP-UTAH's
behalf constitute additional income to BHP-UTAH, and this additional

income is also subject to A.R.E. income tax, that 1s «grossed-up».

BHP-UTAH’s annual income, as determined in Article VIT (f)
less the amount equal to BHP-UTAH’s grossed-up Egyption income

tax liability, shall be BHP-UTAH’s «Provisional Incomesy.
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The «Gross-Up Value» is an amount added to Provisional Income

to give «Taxable Income», such that the gross-up value is equivalent

to the A.R.E. Income Taxes.

Therefore :

Taxable Income = Provisional Income PLUS Gross-Up Value.

And.

A.R.E. Income Tax on Taxable Income.

{

Gross-Up Value

If the «A.R.E. iIncome tax rate» which means the cifective or
composite tax rate due to the various A.R.E. taxes levied on Income

or profits, i1s constant and not dependent on the level of income,

Gross-Up Value = A.R.E. Income Tax Rate TIMES Taxable

Income Combining the first and last equations above,

Provisional Income x Tax Rate
1 - Tax Rate

Gross-Up Value =

where the tax rate is €xpressed as a decimal.
The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is $ 10 and the

AR.E. Income Tax Rate is 40 pércent, then the Gross-Up Value

1« equal to :

$ 10 X 04
1 — 0.4

= § 6.67
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Therefore
($)
Provisional Income $ 10.00
PLUS : Gross-Up Value 6.67
Taxable Income $ 16.67
LESS A.R.E. Income Taxes at 409% 6.67

BHP-UTAH’s Income After Taxes $ 10.00
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