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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GSEOLOGICAL SURVEY
AND MINING AUTHORITY

AND
MINEX MANERALS (EGYPT) LIMITED
FOR

FTHE EXPLORATION AND EXPLOITATION OF H5OLD
AND ASSOCIATED MINERALS
IN
CENTRAL “ASTERN DESERT OF EGYPT

This Agreement made and entered into this day of suunday
1677z of March 1986 by and betwsen THE ARABR REPUBLIC
OF EGYPT (hereinafter referred to as “A.R.E.” or as GOVER-
NMENT), THE EGYPTIAN GEOLOGICAL SURVEY AND
MINING AUTHORITY (hereinafter referred to as “EGSMA’’) a
legal entity created by Presidential Decree 452/1970 as amended by
Presidential Decree 45/1986 and MINEX MINERALS (EGYPT)
LIMITED a company organized and existing under the laws of
ENGLAND (hereinafter variously referred to as “MINEX’’ or
as “CONTRACTOR™). -

WITNESSETH

WHEREAS, Law No. 86 of 1956, as amended, established
that all Ore Deposits, in “A.R.E.”’ including the territorial and
continental shelf waters, are the property of the State ; and

WHEREAS, the “GOVERNMENT”, “EGSMA’’ and
“MINEX"” wish to collaborate for the purpose of exploring and
developing GOLD resources in “A.R.E.” ; and

WHEREAS, “EGSMA” has applied for a concession for
the Exploration, and Exploitation of GOLD and associated
minerals in and throughout the Area referred to in Article I,
and described in Annexes “A” and “B’> which are attached
hereof : and
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WHEREAS, “MINEX" agrees to undertake its obhgations
provided hereinafter as contractor with respect to the Explora-
ton, and Exploitation operations in said Areas, and

WHEREAS, the “GOVERNMENT"® desires hereby to grant
such concession : and

WHEREAS Minister of Petroleum and Mineral Resources
pursuant to tire provisions of Law No.86 of 1956, may enter into
4 concession agreement with “EGSMA™’, and with “MINEX™
s a contractor, tor the Exploration, and Exploitation operations
i the Area hereinafter referred to.

Now, therefore, the parties hereto agree as follows :

ARTICLE 1
DLFINITIONS

‘a) "EXPLORATION shall mean the examination of the sur-
face and the undergiound by all means, particularly
geological and geophysical, leading to the identification of
minerals by their physical, magnetic, electric, or other
characteristics, or by making test pits or bores to ascertain
the existence or possibility of existence of GOLD and
minerals associated with GOLD. EXPLORATION includes
also more detailed examination of the surface and under-
ground by all drilling and mining operations leading to
the delineation of ore bodies, its quantities and specifica-
ttons, methods of extraction, dressing, marketing  and
teasibility studies.

‘) “EXPLOITATION’’ shall mean the following :

L. Al the works that should be made in the Areas to
uncover ore bodies as sinking shafts, driving levels, and
driling, etc.

i~

Drilling, mining and quarrying design : civil construc-
tion ; installations servicing and maintenance of equip-
ment, electric, railway and pipe lines, sewage systems,
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facilities, mining and dressing plants and related opera-
tions, and any other activity which helps in preparing the
mines or quarries for production and transportation to
shipping terminals.

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

(c) (1) The term “GOLD Deposits™ will be applied to GOLD
ores and minerals associated with GOLD on or under
the surface of the earth, and minerals shall be agreed to
be associated with GOLD to the extent that they can
be extracted, milled or processed with GOLD.

(11) The term “GOLD’’ will be applied to the metal GOLD
produced as a result of exploitation including metals
associated with GOLD after milling, processing, smelting
and refining of GOLD ores. It is understood that all
such operations shal]l be made in A.R.E. except the
process of refining,

(d) “A.R.E.”” 1s an abbreviation for the ARAB REPUBLIC OF
EGYPT. s

(e} “EFFECTIVE DATE"” shall mean the date on which the
text of this Agreement is signed by the “GOVERNMENT"’
“EGSMA” and the “CONTRACTOR", after the relevant
law is issued.

(f) “YEAR” or “CALENDAR YEAR"” shall mean a period of
twelve (12) months according to the Gregorian Calendar.

(2) “FINANCIAL YEAR” shall mean the GOYERNMENT’s
financial year according to the laws and regulations of the
ARE.

(h) “TAX YEAR” shall mean a period of twelve (12) months
according to the tax law and regulations of “A.R.E.”
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(i) An “AFFILIATED COMPANY" shall mean a company :

1. The share capital, conferring majority of votes at stock-
holders” meetings of such company, of which is owned
directly or iIndirecily by a party hereto ; or

ii. Which is the owner directly or indirectly of shore capital
conferring a majoiity of votes at stockholders’™ meetings
of such company ot which is owned directly or indirectly
by a party hercto : or

iii. Whose share capital conferring a majority of votes at
stockholders’ mectings of such company and the share
capital conferring a majority of votes at stockholders’
meetings of a party hereto are owned directly or indirectly
by the same company.

(i) “COMMERCIAL DISCOVERY" : The GOLD deposit is
not deemed commercial unless the CONTRACTOR presents

to EGSMA detailed feasibility study supported by documents
to prove that the deposit, can upon, exploitation, pay back
all Pre-production Explcration and Explottation investments
over a period which shall be determined by the feasibility

study based on the following parameters.

— Estimated market demand over next ten (10) years.
— LEsumated fob price of GOLD.

—  Recovery of pre- production Exploraiion and £xploita-
tion investments incurred by CONTRACTOR 1n
accordance with the terms of this Agreemeant.

— Payment of royalties, rents, taxes and share of EGSMA
and CONTRACTOR according to the terms ol this
Agresment.

— Cash flow forecast tor the project over ten (10) years.
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Following the receipt of such study EGSMA and
CONTRACTOR shall meet and review all appropriate
data with a view to mutually agreeing upon the existence
of a Commercial Discovery. The date of Commercial
Discovery shall be the date EGSMA and CONTRAC-
TOR mutually agree that commercial discovery 2xsts.
However the approval of EGSMA should in no event
be delayed by more than thirty (30) days.

(k) “EXPLORATION BLOCK ™ shall mean an area, ihe corner
points of which have to be comcident with 3" X3 :atitude
and !ongitude divisions ; according to the International Giid
Systerr where possible or witiin the exisiing voundagies 1o
the Areas covered by this Concession Agreement 25 s2t out
i Annex “A’.

(1) “EXPLOITATION LEASE (s)’" shall mean all or part of
Exploration block or blocks covering the geclogical ‘trits
of GOLD Deposit capable of production, the corner peints
of which have to be coincident with 1'x1’ latitude and
jongitude divisions according to the International divi-ons
according to the International Grid System where possidle
or as jointly agreed upon by EGSMA and CONTRACTOR.

(m) “COMMERCIAL PRODUCTION" shall mean the com-
mencement of milling, processing, smelting and refining of
GOLD Ores, following decisions by the parties to nroduce
GOLD on a regular and commercial basis.

(n) “E.G.SM.A.”’ shall mean the Egyptian Geological Suivey
and Mining Authority.

ARTICLE 11
ANNEXES TO THE AGRECMENT

Annex “A” 15 a description to the Areas covered and afizcied
by this Agreement, hereinafter referred to as “The Arcas’.
There are two Areas covered by this Agreement, individuaily

hereinafter referred to as “The El Sid Area’’ and* The Barramiva
Area’’,
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Annex “B’" 1s a provistonal illustrative map on the scales of
1. 2,000,000 indicating the El Sid Area and 1 : 100,000 indicat-
ing the Barramiya Area covered and affected by this Agreement
and described 1in Annex “A’’.

Annex *C’" 1s the form of a letter of Guaranty ito be i1ssued
by the Nattonal Bank of Egypt, Cairo, Egypt, and to be submitied
bv CONTRACTOR one dav beforc the time of signature by the
Ministry of Petroleum and Mineral Resources of this Agreement
and at the same ume of electing to extend the Exploration Period

for the sum of One Million U.S. Dollars (USS 1,000,000} guaran-
ieceing the execution of CONTRACTOR’s minimum Explora-
1ion obligations hereunder for the first two (2) year Exploration
neriod and one million U.S. Dollars (US$ 1,000,000) for each
of the second and third Exploration pertods respectively. Each
such guaranty shall remain effective for six {6) months after the
end of each Exploration period except as it may be released prior
to that time in accordance with the terms thereof

Annex “D’’ is the form of a Charter of the Operating Com-
nany to be formed as provided for in Article V1 hereolf.

Annex “E" are the Accounting Procedures.

Annexes A7, B <C”’, “D”’ and “E” to this Agreement
are herebv made part hereof, and they shall be considered as
naving equal force wnd effect with the provisions of this Agrecinent

ARTICLE {1

GRANT OF RIGHTS AND TERM

The GOVERNMENT  hereby grants EGSMA  and
CONTRACTOR subject to the terms, covenants and conditions
set out 1n this Agreement, which insofar as they ave contrary to
or inconsistent with any provisions of Law No. 86 of 1956, as
amended, shali have the force of Law, an exclusive concesston in
and to the Arcas described in Annexes “A’" and “B".
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(a) For eight years, starting from the commencement of produc-

tion of GOLD the GOVERNMENT shall own and be entitled,

as hereinafter provided to a royalty of eight percent (8%)
of the total production of GOLD and associated minerals

produced and saved from the Areas during the Exploitation
period or, at the election of the Government, the equivalent
value in cash. Said royalty shall beTdelivered orpaid by

the Operating Company.

After the said eight vears, the royalty shall be decreased to

six and three quarters percent (6.75%). In addition to
such decreased royalty, CONTRACTOR shall bear and pay
its A.R.F. Income Taxes pursuant to paragraph (f) (2) of

this article 1Tl

(b) During the Exploration pen:od an annual rent shall be paid

by “CONTRACTOR”’ for the Exploration Areas in accord-
ance with the mining laws of the A.R.E. During the Exploita-
tion period an annual rent shall be paid by Operating
Company in accordance with the mining laws of the A.R.E.

(¢) An iritial Exploration period of two (2) years shall start

from the Effective Date. Two successive extensions to the
initial exploration period each of one (1) year shall be

granted to CONTRACTOR at its option upon thirty (30)
days prior written notice to EGSMA and subject only to its

having fulfilled its obligations hereunder for the preceding
pertod(s).

The Agreement shall be terminated if no Commercial
Discovery is established by the end of the fourth year of
the exploration period. However, such period may be
extended at CONTRACTOR’s option for up to six (6) months
to enable the completion of any testing or evaluation proce-
dure actually started before the end of the fourth year
Exploration period but shall not exceed this period by more

than six (6) months.
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(d) The Exploitation pericd shali be twenty-five (25) years from

(e)

the date of the first Commercial Discovery. This period mav
be renewed for an additional period upon mutual agreement
of the parties prior to the expiry of the said twenty five (23)
years pertod. Following Commercial Discovery the extent
of the whole area capable of production to be covered by
Exploitation lease or leases shall be mutually agreed upon
by EGSMA and CONTRACTOR and be subject to the
approval ot the Minister of Petroleum and Mineral Resources.
Suich area shall then be converted automatically into an
Exploitation lease or leases without the issuance of any
additional legal instrument or permission. Exploiiation
operations thereafter shall be started promptly by Operating

Company and be conducted in accordance with good muning
practices and accepted engineering principles, until the
mine 1s considered to be fully developed. In the event no
commercizl preduction of GOLD in regular shipments is
established in any Exploitation lease within five (5) years
from the date of the approval of the Ministry of Petroleum
and Mineral Resources referred to hereinabove such an

Exploitation lease shall immediately be surrendered unlese
otherwise agreed upon by EGSMA.

CONTRACTOR shall bear and pay all Exploraiion and
Exploitation costs and expenses required In carrying out
all the operations undsr this Agreement. The recovery of
the Exploration costs and expenses shall not include anv
interest, but the recovery of Explottation costs and expenses
may include Interest on the investment borrowed by CONT-
RACTOR from non-affiliated Company (s) provided that
the percentage ol leans to the total Exploitation Iinvest-
ment does not exceed sixty five (659,) percent and that
the rate of interest does not exceed the London Interbank

dorrowing Rate.
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Without prejudice to paragraph (f) (2) of this Article
IlI, CONTRACTOR shall be subject to the laws in
force 1 the A.R.E. which impose taxes on or are mea-
sured by income or profits, including those laws impesing
the commercial and industrial profits tax and municipal
tax, on income and dividends paid with respect to
sharcholders (hereinafter referred to as “A.R.E Income
Taxes™), and except as otherwise provided in the
Agreement, shall comply with the requirements of such
laws with respect to the filing to returns, the assessment
to tax, and the keeping for review by authorized persons
of beooks and records.

It 15 expressly agreed and acknowlsdged that during the
first eight (8) years of production of GOLD, the eight
percent (89%) royalty mentioned in paragraph (a) of
this Article shall include any A.R.E. Income Taxes
which may be levied against CONTRACTOR as a
result of his activities under this Agreement. Afier the
said eight (8) year period, CONTRACTOR shall in
respect of income or profits from the Areas of com-
merctal production, pay any A.R.E. Income Taxes as
dgefined in paragraph (f) (1) above.

interest on loans as above Article [il {2) shall be
exempted from A.R.E. taxes.

(g) The dumps and tailings from all old GOLD mininé opera-
tions within an Exploitation Lease shall be treated as deposits
of GOLD and associated minerals.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

(a) CONTRACTOR  shall commence Exploration operation
hereunder not later than six (6) months after the Effective

Date. EGSMA shall if requested by CONTRACTOR make
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available for CONTRACTOR’s use all geological, explot-
ation and mining data in EGSMA possession with respect to

the Areas.

(b) The inifial Exploration period shall be two (2) vears. CON-
TRACTOR may extend this Exploration period for two (2)
additional period (s) of one (1)year in accordance with Article
[II (c), cach upon a thirty (30) days prior written notice to
EGSMA subiect to 1ts fulfillment of its minimum Exploration
obligatiors for the then current period.

CONTRACTOR shall spend a minimum of one milhon US
Dollars (US 2 1,000,000) on Exploration operations and
activities related thereto during the nitial two (2) year
Exploration period. For the first one (1) year period that
CONTRACTOR elects 1o extend beyond the ntial Explo-
ration period CONTRACTOR shall spend a minimum of
one million US Dollars (US % 1,000,000) and for the second

one (1) year extension period, CONTRACTOR shall also

spend a mintnum of one million US Dollars. (US $

1,000,000).

Should CONTRACTOR spend more than the minimum
amount required to be expended during the initial two (2}

year Exploration period or during any period thereafter, the
excess shall not be credited to the minimum amount of money
required to be expended by CONTRACTOR during any

succeeding Exploration period or periods, as the case may be.

In case CONTRACTOR surrenders its total Exploration
 obligations in this Agreement as set forth above before or at

the end of the second year of the Exploration period, having
expanded less than the total sum of one million US Dollars

(US$ 1,000,000) on Exploration or in the event at the end of
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the third year of the Exploration period has expended in that
period less than one million US Dollars (U$ S 1,000,000) or
in the event at the end of the fourth year has expended in that
period less than the one million US Dollars ( US$ 1,000,000)
an amount equal to the difference between the said amounts
and the amounts actually spent, respectively on Exploration
activities shall be paid by CONTRACTOR to EGSMA at
the time of surrendering or within three (3) months from the
end of the respective Exploration periods, as the case may be.
In the event of commercial production CONTRACTOR shali
be entitled to recover any such payments as Exploration
expenditure in the manner provided for under Article VII.

Without prejudice to Article III (¢) in case no Commercial
Discovery is established by the end of the fourth vyear, or
in case CONTRACTOR surrenders its exploration obligations
under the Agreement prior to such time, EGSMA shall not
bear any of aforesaid expenses spent -by CONTRACTOR.

At least four (4) months prior to the beginning of each Fin-
ancial year or at such other times as may mutually be agreed
to by EGSMA and CONTRACTOR, CONTRACTOR shall
prepare an Exploration Work Program and Budget for the
Areas Setting forth the Exploration operations which CON-
TRACTOR 'prbpose's to -carry out during the ensuing vear,
During the Exploration Period, such Work Program and
Budget shall be at least sufficient to satisfy CONTRACTOR’s
minimum expenditure obligations for the period it covers.

The E}{ploration Work Program and Budget shall be reviewed
by a joint committee to be established by EGSMA and CON-
TRACTOR after the Effective Date of this Agreement. This
Committee, hereinafter reterred to as the “Exploration
Advisory Committee’’, shall consist of six (6) members, three
(3) of whom shall be appointed by EGSMA and three (3)
by CONTRACTOR. The Chairman of the Exploration
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Advisory Comunittee shall be designated by EGSMA from
among the members appointed by it. The I xploration
Advisory Committee shall review and gtve such advice as it
deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Committee. CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Explor-
atton Work Program and Budget to EGSMA for its approval.
Following such approval, it is fuither agreed that:

(1) CONTRACTOR shall not substantially revise or modify
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGSMA..

(1) In the event of emergencies involving danger of loss of
lives ot property, CONTRACTOR may expend such
addihonal unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be con-
sidered in all respects as Exploration expenditure and
shall be recovered pursuant to the provisions of Article
Vil hereof.

(d) CONTRACTOR shall advance all necessary tunds for all
materials. equipment, supplies, personnel, administration and
operations pursuant to the Exploration Work Program and
Budget and EGSMA shall not be responsible to bear or repay‘
any of the aforesaid costs.

() CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall
be implemented in a workman like manner and in accordance
with good industry practices.

Except as 1s appropriate for the processing of data, labora-
tory speciahzed engineering and development studies thereon,
to be made n specialized centres outside A.R.E., all geologi-
cal and geophysical studies as well as any other studies related
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to the performance of this Agreement, shall be made in the
ARE. ' '

CONTRACTOR shall entrust the management of Explor-
ation operations 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 GOVERNM-

- ENT and to EGSMA. The General Manager and, in his

absence, the Deputy Ceneral Manager shall be entrusted by
the CONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given to them by
the GOVERMENT or its representative under the terms of
this Agreement. All lawful regulations issued or hereafter
to be issued which are applicable hereunder and not in
contlict with this Agreement shall apply to CONTRACTOR.

CONTRACTOR shali supply EGSMA, within thirty (30)
days from the end of each caiendar haif-year, with a Statement
of Txnioration Activity showing cwosts 1acuired by CONT-
RACTOR during such hali~vear. CTONTRACTOR’s re-
cords end necessary supporting documents skall be availabie
for mspection by EGSMA at any time duriag the regular
working hours ior three (3) months from the date of receiving
each statement.

Within the three (3) mcnths from the daie of receiving such
Statement, EGSMA shall advise CONTRACTOR in writing
if 1t considers:

( i) That the record of costs is not correct: or

(if) That the costs of gocds or services supplied are not in line
with the international market prices for goods or services
oi stmllar quality supplicd on sunilar terms prevailing
at the time such goods or services were supplied, provided
however, that purchases made and services performed
within A.R.E. shall be subject to Article XXVI; or

({ii) That the condition of the materials furnished by CON-
TRACTOR does not tally with their prices: or

(v)
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(iv) That the costs incurred are not reasonably required for
operations.

CONTRACTOR shall confer with EGSMA 1n connection
with the problems thus presented, and parties shall attempt
to reach a settlement which is mutually satisfactory. If within
the time limit of the three (3) months period provided for 1n
this paragraph, EGSMA has not advised CONTRACTOR
of its objection to any statement, such statement shall be
considered as approved. If within the time limit of three (3)
months EGSMA has advised CONTRACTOR of 1ts objectl-
on to aily statement then CONTRACTOR shall confer with
EGSMA in connection with the problem thus presented and
the parties shall attempt to reach a final settlement thereto.

CONTRACTOR shall supply all funds necessary for 1ts
operations in A.R.E. under this Agreement in freely converti-

ble currency from abroad. CONTRACTOR shall have

the right to buy Egyptian currency whenever required and the
conversion shall be made at the local banks in the A.R.E.

according to the Official A.R.E. Rate of Exchange.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

(uj Mandatory Relinquishments:

At the end of the second year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a
total of fifty percent (50%) n Exploration Blocks of the El
Sid Area not then converted to an Exploitation lease or lea-

SCS.

At the end of the third year after the Effective Date hereot,

CONTRACTOR shall relinquish an additional twenty five
percent (23%) In Exploration Block of the El Sid Area not

then converted to an Exploitation lease or leases,
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Without prejudice to Article 111 and XXI, at the end of
the total Exploration period, CONTRACTOR shall relinquish
the Barramiya Area and the remainder of the El Sid Area
ot then converted to an Exploitation lease or leases.

Voluntary Relinquishments :

CONTRACTOR may, voluntarily, during any period relin-
qusih all or any part of the Areas in Exploration Blocks provi-
ded that at the time of such voluntary relinquishment 1ts
fnancial  obligations for Exploration expenditure under
Article IV paragraph (b).have been satisfied for such period.

Any relinquishments 1n respect of the El Sid Area hereunder
<hall be credited toward the mandatory provisions of the

above paragraph (a).

(¢) Relinquishments after Commercial Discovery:

(a)

Following Commercial Discovery, EGSMA and CONTR-

ACTOR 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

JPERATION AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EE}SMA and CONTRACTOR
shall form in the A.R.E. a Private Sector Operating ‘Compairy
which ‘shall ‘be called Egyptian GOLD Mining ;Compaay-
hereinafter referred to as EGOMCO or, as “Operating
Company’’ which shall be subject to the laws and regulations
‘1 force in the A.R.E. to the extent that such laws and Eregulaf
tions are not inconsistent with the provisions of this Agreement

or the Charter of EGOMCO.

However, EGOMCO shall, for the purpose of thus Agree-
ment, be exempted from the following laws and regulations
as now or hereafter amended or substituted:
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— Law No. 141 of 1963, on the formation of board of di-
rectors at private companies, societies and corporations,
and on the manner of workers representation thereon.

— Law No. 97 of 1976 organizing dealings in foreign
currencies.

— Law No. 48 of 1978 on the staff Regulations of Public
Companies.

— Law No. 133 of 1981 promulgating the law on consump-
ton tax as amended.

— Law No. 159 of 1981 concerning certain provisions on
toint stock companies, partnership and limited hability
compantes. |

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

(b)) The Charter of EGOMCO is hereto attached as Annex “D’’.

Within thirty (30) days after the date of Commercial Disco-

. very, the Charter shall take effect and Operating Company

shall automatically come into existence, without any further
procedures. The Board of Directors of Operating Company
shall consist of six (6) members, three (3) representing EGSMA
and three (3) CONTRACTOR. The Chairman of the
Operating Company shall be appointed by EGSMA and
shall be Managing Director. The General Manager shall
be appointed by CONTRACTOR and shall also be Managing

Directo_r.

Ninety (90) days after the date Operating Company comes
imto existence in accordance with paragraph (b) above. it
shall prepare a development Work Program and Budeet ior Jie
remainder of the year in which the Commercial Discovery is
made, and not later than four (4) months before the end of
the current Financial Year ( or such other date as may be
agreed upon) and four (4) months preceding the commence-
ment of each succceding Financial Year thereafter, (or such
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other date as may be agreed upon) Operating Company shall
prepare an annual Preduction Schedule, Work Program and
Budget for the succeeding Financial Year. The Production

Schedule, Work Program and Budget shall be submitted to the
Board of Directors for approval.

(d) Not later than the twesntieth (20th) day of each month, Oper-
aung Company shall furnish to CONTRACTOR a written
estimate of its total requirements for expenditure for the
first half and the second half of the succeeding month expres-
sed in US Dollars having regard to the approved budget. Such
estimate shall take into coasideration any cash expected to be
on hand at month end.

Payment tor the appropriate period of such month shall be
made to the correspondent Bank dosignated in paragraph (e)
below on the first (Ist) day and fifteenth (15th) day respacti-

vely, or the next following business day, if such day is not
a business day.

(e) Operating Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of
the National Bank of Egypt, Cairo, the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall
be used for payment for goods and services acquired abroad
and for transferring to a local bank in the A.R.E. the required
amount to meet expenditures in Egyptian Pounds, for Oper-
ating Company 1n connection with its activities under this
Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by
a recognized firm of auditors, showing the funds credited to
that account, the disbursements made out of that account
and the balance outstanding at the end of the Financial Year.
(f) If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot,
during the period of such excess, be used by the Oparating
Company, the CONTRACTOR will consult with EGSMA to
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find a mutually agrred formula whereby EGSMA may use

the excess capacity if it so desires without any unreasonable
Anancial, or operational disadvantage to the CONTRACTOR.

ARTICLE VI

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

The Operating Company shall prepare (not less than ninety
(90) days prior to the beginning of each calendar half-year
following commencement of regular production) and furnish
in writing to CONTRACTOR and EGSMA a forecast setting
out the total quantity of the GOLD that Operating Company
-stimates can be produced, saved and transported hereunder
during such calendar half-year in accordance with good
mining practice. Operating Company shall endeavour to
sroduce each calendar half-year the forecast quantity. The
GOLD produced shall be placed in storage facilities, according
io GOVERNMENT regulations, by Operating Company
for the purposes of the royalty and other purposes under

this Agreement.

For the purposes of evaluating the cost recovery GOLD, the
best obtainable price for GOLD in the open market shall be

used.

A six and three quarters percent (6.75%) royalty or eight
percent (8%) as applicable under Article III (a) of the total
production of GOLD (and associated minerals) or the equiv-
alent value in cash shall be delivered ( or paid) to the Govern-
ment by the Operating Company as the GOVERNMENT
may elect. It is understood that any such royalty 1S unreco-

v erable.

Subject to the provisions of the ACCOUNTING E?ROCEDU-
RES and after deduction of the Government’s eight percent
189.) or six and three quarters percent (6.75%;) royalty as
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determined in paragraph (a) and (f) (2) of article I1I out of the
remainder of the total of the GOLD produced, the CONTR-
ACTOR shall receive sixty percent (609;) of such remainder
(GOLD where applicable being valued as set out in paragraph
(b) above) to recover the following costs and expenses :

(i) Al current Operating Expenditures, incurred after initial
Commercial Production which for the purpose of this
Agreement shall mean the date on which the first regular
shipment 1s made, shall be recovered either in the Tax
Year i which such expenditures are incurred and paid
or the Tax Year in which initial Commercial Production
occurs whichever is later date.

(i) Exploration Expenditure including those abcumu]ated

prior to the commencement of Commercial Production,
which for the purpose of this Agreement shall mean the
date on which the first regular shipment is made shall be
recoverable at the rate of Twenty percent (20%,) per
annum starting in the Tax Year in which expenditures
are made and paid or the Tax Year in which initial
Commercial Production commence whichever is the later
date.

(7zi1) Exploitation Expenditure including those accumulated
prior to the commencement of Commercial Production
shall be recoverable at the rate of fifteen (159) percent
per annum starting in the Tax Year in which expenditures
are made and paid for or the tax year in which initial
Commercial Production commences whichever is the
later date.

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

(i) ‘“Exploration Expenditures’’ shall mean all costs, expen-
ses and expenditures (including rents) for Exploration.

(if) “Exploitation Expenditures’® shall mean all costs-
expenses and expenditures including rents for EXPLOI,
TATION together with interest as stated in Article TIT
(e) with the exception of Operating Expenditures.
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(#it) “Operating Expenditures’’ shall mean all COsts, expenses
and expenditures made after Commercial Production
commences which costs, expenses and expenditures are
not normally depreciable.

(/) To the extent that in a Tax Year, Costs, expenses or expenditure
recoverable per paragraph d (i), (ii) and (111) preceding exceed
the value of the sixty percent ( 609%,) of the total production of
GOLD, after deducting the royalty for each Tax Year, as
determined in paragraph (a) and (t) (2) of article 11, the excess
shall be carried forward for recovery in the next succeeding
Tax Year or years until fully recovered, but in no case after
the termination of the Agreement. In case the value of sixty
percent (609 ) mentioned above exceeds the actual recoverable
costs, expenses and expenditures, including any carry forward
to be recovered in this year; the value of such excess shall be

shared between EGSMA and CONTRACTOR as mentioned
In the following paragraph ().

(g) The remainder of GOLD, after the deduction of Royalty and
recoverable costs as mentioned in paragraphs (c), (d). (e)
and (f) of this Article (VII) shall be shared as follows

EGSMA 329, — Fifty Two Percent
CONTRACTOR 489, — Forty Eight Percent

(h) 1t is expressly agreed that CONTRACTOR's cost recovery
GOLD under Article VII (d) and also share of GOLD under
Article VII (g) shall be transferable out of the A.R.E. such
transters being accomplished in accordance with the procedures
in force in A.R.E. Notwithstunding the foregoing, the
GOVERNMENT shall be entitled to buy such quantities of
GOLD produced from the Areas hereunder. It is under-
stood and agreed upon, that the payment for the amount
purchased from CONTRACTOR shall be made in freely
cenvertible currency.
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"ARTICLE VIII

ITTLES TO ASSETS

(a) EGSMA shall become the owners of all assets in connection

with the operations carried out by CONTRACTCR or
Operating Company in accordance with the following :

. Land shall become the property of EGSMA as soon as
-1t 1s purchased. | |

-2

Title to fixed and movable assets shall be transierred
from CONTRACTOR to EGSMA gradually as their
costs are recovered by CONTRACTOR in accordance
with the provisions of Article VIL.

The book value of the Assets acquired during each
calendar quarter shall be communicated by CONTRAC-
TOR to EGSMA or by Operating Company to EGSMA
and CONTRACTOR within thirty (30) days of the end
of each guarter.

Litle to all assets shall belong to EGSMA on tertnina-
tion of this Agreement.

S

(b) During the term of this Agreement and the renewal period
EGSMA, CONTRACTOR and Operating Company are
entitled to the full use of all fixed and movable assets in
connection with operations hereunder in (1) the Areas and
(2) any other area approved by EGSMA and CONTRAC-
TOR and proper accounting adjustment shall be made.
CONTRACTOR and EGSMA shall not dispose of the same
except with agreement of the other.

(¢) CONTRACTOR may freely import into A.R.E., use therein
and freely export at the end of such use, machimnery 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 ]

CONTRACTOR shall maintain an office in the AR.E. at
which notices shall be validly served.

The General Manager and Deputy General Manager shall
be entrusted by CONTRACTOR with sufficient power to carry

out immediately all local written direction given to him by the
GOVERNMENT or its representatives under the terms of this
Agreement. All lawful regulations issued or hereafter to be
issued which are applicable hereunder and not in conflict with

this Agreement shall apply to 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 registered mail or telex to
CONTRACTOR's office in Cairo.

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

or which are sent to him by registered mail or telex at EGSMA’s
main office in Cairo.

ARTICLE X

CUSTOMS EXEMPTIONS

(a) EGSMA, CONTRACTOR, Operating Company and their
contractors and sub-contractors engaged in carrying on
operations under this Agreement shall be permitted to
import and shall be exempted from customs duties with
respect to the importation of machinery, equipment, vehic-
les, materials, supplies, consumable items and movable
property when certified Dy responsible representative of
FGSMA, to be used solely in carrying on operations under
this Agreement. Such certification shall be final and binding
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(0) The expatriate employees of CONTRACTOR and the
expatriate employees of the Operating Company and of
their sub-contractors shall not be exempt from customs duties

except within the limits applicable by the Government under
the A.R.E. Laws and Regulations.

(c) Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or non-exempt from customs
duties, taxes or imposts under this Article may be exported
oy the importing party at any time without.the payment of
any export duty, or impost.

(d) Used but serviceable material, equipment and goods resulting
from operations hereunder may be sold within the A.R.E.
provided that the purchasers pay the applicable customs
duties, taxes or imposts, If any, except if sold to EGSMA.

(e) Material, equipment and goods so damaged or used as to
be non-serviceable and which are classified by CONTRAC-
TOR or Operating Company as scrap or junk (any such
CONTRACTOR’S appraisal being subject to EGSMA
approval and any appraisal by the Operating Company
shall be subject to EGSMA and CONTRACTOR'’s approval)
may be sold as scrap or junk without paying customs duties,

taxes or imposts. EGSMA shall designate the entity to take
over the procedures of such sales.

(f ) In the event of such sale under sub-paragraphs (d) and (e)
| above, the proceeds from such sales shall be divided 1n the
following manner : CONTRACTOR shall be entitled to
reimbursement of its unrecovered cost, if any, in such matenal
or equipment and the excess, if any, shall be paid to EGSMA.
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(g ) “Customs Duties’’, as used herein shall include all duties

taxes or imposts (except those charges paid to the GOVERN-
MENT tor actual services rendered), which are payable as
a result of the importation of the item or items under
consideration.

(h) “CONTRACTOR, EGSMA, Operating Company and their

(1)

respective buyers shall be exempted from any duty, tax,
fee or any other financial impost in respect of theexport

of GOLD hereunder.

EGSMA, CONTRACTOR, Operating Company and their

sub-contractors engaged in this Agreement for the purposes
hereof and without prejudice to the limits and restrictions.

in this Article shall be exempted from Law No. 133 of 193l
promulgating the law on Consumption Tax as amended.

ARTICLE XI

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS
(a) EGSMA, CONTRACTOR and the Operating Company

shall each maintain at their business offices in the A.R.E.
books of account, in accordance with the Procedures In
Annex “E’’ and accepted accounting practices generally used
in the mining industry, and such other books and records as
may be necessary to show the work performed vnder this
Agreement, including the amount and value of all GOLD
produced and saved hereunder. CONTRACTOR and
Operating Company shall keep their books of account and.
accounting records in United States Dollars. Operating
Company shall furnish to the GOVERNMENT or 1ts
representative monthly return showing the amount of GOLD
produced and saved hereunder. Such returns shall be
picpared 1n ine jovri required by the GUYVERNMENT, o
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its representative and shall be signed by the General Manager
or by the Deputy General Manager or duly designated de-
puty, and delivered to the GOVERNMENT or 1is represent-
ative within thirty (30) days after the end of the month

covered 1n the return.

(b) The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times
for inspection by duly authorized representatives of the

GOVERNMENT.

(¢c) CONTRACTOR shali submit to EGSMA and Operating
Company a Profit and Loss Statement for the Financial
Vear not later than four (4) months after the commence-
ment of the following Financial Year to show its net profii
or loss from the mining operation under this Agreement

for such year.

CONTRACTOR shall at the same time submit a year-end
Balance Sheet for the same Financial Year to EGSMA

and Operating Company. The Balance Sheet and Financial
Staternents shall be certified by an Egyptian certified ac-
counting firm accepted by EGSMA.

ARTICLE XiI
RQECORDS, REFORTS AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare
and, at ail times while this Agreement is in force, maintain

accurate and current records of its operations in the Areas
hereunder. CONTRACTOR and/or Operating Company
shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasonably require
- formation and data concerning 1ts operations under this

Agreement. Operating Company will perform the functions
indicated in this Article XIII in accordance with their res-

pective role as specified in Artticle IV of Annex D.
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(b) CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative pot-

tion of each sample of cores and cuttings taken from borings
and excavations, to be disposed of, or forwarded to the
GOVERNMENT or 1ts representative 1n the manner directed

by the GOVERNMENT.

All samples acquired by CONTRACTOR and/or Operating
Company for its own purposes shall be considered available
for inspection at any reasonable time by the GOVERNMENT
or its representatives.  Any such samples which CONTRAC-
TOR has kept {or 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

CONTRACTOR at its discretion.

(c) Unless otherwise agreed to by EGSMA in case of exporting
any rock samples outside A.R.E. samples equvalent in size
and quality shall, before such exportation, be delivered to
EGSMA as representative of the GOVERNMENT.

(d) Originals of records can be exported with the permussion of
EGSMA provided, however, that such records and any data
which must be processed or analyzed outside the A.R.E.
may be exported if a 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 request
on the understanding that they belong to EGSMA.

(¢) During the period CONTRACTOR 1s conducting the ex-
ploration operations, EGSMA through EGSMA’s duly
authorized representatives or employees shall have the right
to have full and complete access to the Areas at all reason-
able times with the right to observe the operations being
conducted and to inspect all assets, records and data kept
by CONTRACTOR. EGSMA s representative, In exercising,
its rights under the preceding sentence of this paragraph (e),
shall npot interfere with CONTRACTOR’s operations,

CONTRACTOR shall provide EGSMA with copies of any
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and all data (including but not limited to, geological and
geophysical reports, logs and maps in CONTRACTOR’s

POSSess1on).

All these data shall be strictly confidential and shall not
be divulged by EGSMA without the written consent of
CONTRACTOR while this Agreement is in force during
Exploration periods. However, for the purpose of obtaining

new offers, the Government may show any other party,
seophysical and geological data with respect to the area

adjacent to the area of such new offer.

ARTICLE XIII

RESPONSIBILITY FOR DAMAGES

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

ARTICLE XIV
" SAVING OF GOLD AND PREVENTION OF LOSS

Operating Company shall take all proper measures according
to generally accepted method in use in mining industry, to prevent
lass or waste of GOLD above or under the ground in any torm
during Exploitation operations. The Government has the right
to prevent any operation in any mine that it might reasonably
expect would result in loss or damage to the mine. o

ARTICLE XV
RESTORATION AND POLLUTION

CONTRACTOR and Operating Company as the case may
be, shall be respousible for the reasonable restoration of the

surface of the Exploration Areas, Exploitation Areas and any
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area outside the Exploitation Areas used by CONTRACTOR

or the Operating Company, as the case may be and shall be
responsible for the safe « - »sal of substances and protection
of open pits and wells. CONTRACTOR and Operating
Company as the case may be, shall also take all reasonable
measures to control and minimise the effects of harmful pollu-
fions and contamnation to the extent practically possible.

* All surface and groundwater resources, if any should be
handled 1n a way to avord any kind of harmful pollution.

* Such restoration and control shall be accomplished in a
manner consistent with good international practice in the
mining industry, giving due regard to the health and safety
of the public.

ARTICLE XV}
PRIVILEGES OF GOYERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the area covered by this Agreement and to
the operations conducted thereon. Such representatives may
examine the books, registers and records of EGSMA, CONT-
RACTOR and Operating Company and make a reasonable
number of surveys, drawings and tests for the purpose of enforcing
this Agreement. They shall, for this purpose, be entitled to make
reasonable use of the machinery and instruments of CONTRAC-
TOR or Operating Company on the condition that no danger or
impediment to the operations hereunder shall arise directly or
indirectly from such use. The GOVERNMENT shall indemnify
and reimburse CONTRACTOR or Operating Company for any
loss or damage which may in fact result from any such use of said
machinery and instruments. Such representatives shall be given
reasonable assistance by the agents and employees of CONT-
RACTOR or Operating Company so that none of the activities
shall endanger or hinder the salety or efficiency of the operations.
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CONTRACTOR or Operating Company shall offer such re-
presentatives all privileges and facilities accorded to its own
employees in the field and shall provide them, free of charge, the
use of reasonable office space and of adequately furnised housing
while they are in the field for the purpose of facilititating the
objectives of this Article. Any and all information obtained by
the GOVERNMENT or its representatives’ under this Article
XVI shail be kept confidential with respect to the Areas.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEIL

(a). It is the desire of EGSMA and CONTRACTOR, that opera-

tions hereunder be conducted in a businesslike and efficient
manner.

1. 'The expatriate administrative, professional and technical

personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the
conduct of the operations hereunder shall be granted g
residence as provided for in Law No. 89 of 1960 ag
amended and Ministerial Order No. 9" of 1963 3ag

amended, and CONTRACTOR agrees that all immigra-

tion, passport, visa and employment regulations of the

A.R.E. shall be applicable to all alien employees of
CONTRACTOR working 1in the A.R.E.

2. A minimum of twenty-five percent (259%,) of the coinbined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian currency.

(b) CONTRACTOR and Operating Company shall each ;;.elebt

its employees and determine the number thercof, to bP used
for operations hereunder.
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(c) CONTRACTOR shall, after consultation with EGSMA
prepare and carry out specialized training programs for all
its A.R.E. employees engaged 1n operations hereunder with
respect to applicable aspects of tne minizg industry.
CONTRACTOR and Operating Company undertakes to
replace gradually their non-executive expatriate staffs by
qualified nationals as they are available.

(d) During the period when CONTRACTOR 1s conducting
Exploration, CONTRACTOR shall give mutually agreed
number of EGSMA employees an opportusnity to attend and
participate 1n CONTRACTOR’sS and CONTRACTOR’s
affiliate training programs relating to cxploration, Exploita-

tion operat1o.s.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject
to Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the
safe and efficient performance of operations carried out
for the execution of 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 this
Agreement.

(b) Except as provided for in Article [II CONTRACTOR shall
be exempted from all taxes, with respect to the extracting,
producing, exporting or transporting of GOLD hereunder,
CONTRACTOR shall be exempted from any tax on capital
including any tax on real estate. |

(c¢) The rights and obligations of EGSMA and CONTRACTOR
under, and for the effective term of this Agreement, shall
be governed by and in accordance with the provisions of
this Agreement and can only be altered or amended by the
mutual agreement of the said contracting parties.
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(d) The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of
this Agreement which affect them. Insofar as all regulations
which are duly issued by the GOVERNMENT apply from
time to time and are not in accord with the provisions of

this Agreement such regulations shall not apply to the
CONTRACTOR and its sub-contractors.

(e) EGSMA, CONTRACTOR, Operating Company and their
sub-contractors shall for the purposes of this Agreement be
exempted from all professional stamp duties imposed by
syndical lows with respect to their documents and activities
hereunder

ARTICLE XIX

ASSIGMNAIENT

(a) Neither EGSMA nor CONTRACIOR mav 2ssigin to @
person, firm or corporation not party hersto, in whoie or
i part, «ny of its rights, privileges, dutiss o: obligations
under this Agcreement without the written consent of the
GOVLERMMENT.

(b) To erable consideration to be given to aay requssi for suci
Consent, the following conditions must be fuliiled :

1. The obligation of the assignor deriving from this
Agreement must have been duly fulidiled as of tn= date
such request is made.

2. The instrument of assignment must includz provisions
srating precisely that the assignee is bound by all covenants
contained in this Agreement and any modifications or
additions 1n writing that up to such time may have been
made. A draft of such instrument of assignmsnt shall
be submitted to the GOVERNMENT for revizw and
approval before being formally exccuted. |
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(¢) Any assignment made pursuant to the provisions of this

Article shall be free of any transfer or related taxes charges
or fees.

{d) The assignor together with the assignee shall be jointly and

severally liable for all the duties and obligations of
CONTRACTOR under this Agreement.

ARTICLE XX

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this

Agreement by Presidential Decree, with respect to
CONTRACTOR, in the following instances :

1. If it knowingly has submitted any false statements to
the GOVERNMENT which were f a material considara—

tion for the execution of this Agreement ;

2. It it assigns any interest hereunder contrary to provi-
sions of Article XIX hereof,

3. If 1t is adjudicated bankrupt by a court of competent
jurisdiction.

4. If 1t does not comply with any final decision reached
as the result of court proceedings conducted under
Article XXII paragraph (2) hereunder.

5. If it intentionally extracts any mineral other than the
GOLD and associated minerals authorized by this
Agreement or without the authority of the GOVERN.-
MENT, except such extraction as may be unavoidable
as the result of operations conducted hereunder in
accordance with accepted mining industry practicc and
which shall be notified to the GOVERNMENT or its
representative as soon as possible.

6. If it commits any material breach of this Agreement
or of the provisions of Law N¢. 86 of 1956, which are
not expressly contradicied by the provisions of this
Agreement, such cancellation shall take place without
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prejudice to any rights which may have occurred to the
GOVERNMENT against CONTRACTOR in accordance
with the provisions of this Agreement.

(b) If the GOVERNMENT deems that one of the aforesaid
cause (other than a force majeure cause referred to in Article
XXI hereof) exists to cancel this Agreement, the GOVERN-
MENT shall give CONTRACTOR ninety (90) days written
notice personally served on CONTRACTOR’s General
Manager ia the legally official manner and receipt of which
15 acknowledged by him or by his legal agents, to remedy
and remove such cause, but if for any reason such service is
Impossible due to unnotified change of address, publization
in the Official Journal of the GOVERNMENT as such notice
shall be considered as validiy served upon CONTRACTGR.
If at the end of the said ninety (90) days notice pericd such
cause has not been remedieC and removed, this Agreenient

may be cancelled forthwith by  Presidential Decree as
aloresaid.

ARTICLE XXi
IR MAJEURE

(a) The non-performeaance or delay i performance by EGSVIA
and CONTRACTCE, or ether of thern of any cbligation
under this Agreement shall b~ excused if, 2nd 1e the exten:
that such non-performance or delay is causzd bv force majeure.
The period of any such non-performance or delay, together
with such period as may be necessary for restoration of any
damage done duririg such delay, shall be added to the time
given in this Agreement for the performance of such obliga-
tion and for the performance of any obligation dependent
‘hereon and consequently, to the term of this Agreement,
but only with respect to the block or block (s) affected.
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(b) “Force Majeure”” within the meaning of this Article XXI
shall be any order, regulation or direction of the GOVERN-

MENT of the Arab Republic of Egypt, or United Kingdom
with respect to CONTRACTOR whether promulgated in
the form of a law or otherwise or any act of God, insurrection,
riot, war, strike, and other labour disturbance, fires, floods,
or any cause not due to the fault or negligence of EGSMA
or CONTRACTOR or either of them, whether or not similar
to the foregoing, provided that any such cause is beyond the
reasonable control of EGSMA and CONTRACTOR or

either of them.

{c) Without prejudice to the above and except as may be other-
wise provided herein, the GOVERNMENT shall incur no
responsibility whatsoever to EGSMA and CONTRACTOR,
or either of them for any_ damages, restrictions or loss,
arising in consequences of such case of force majeure except
a force majeure caused by the order, regulations of, direction
of the GOVERNMENT of the Arab Republic of Egypt.

(d) If the force majeure event occurs during the initial Explora-
tion period or any extension thereof and continues in effect
for a period of six (6) months CONTRACTOR shall have
the option upon ninety (90) days prior written notice tro
EGSMA to terminate its obligations hereunder without |
further liability:of any kind and, if still in force, the Guaranty
contammed in Annex “C’’ hereto, shall be automatically
cancelled and EGSMA shall so notify the Bank to rclcas:

the Guaranty.



\«.A-\L,_\ng‘_,s(cu-),\;m__lr,,,_,ns.u_ﬂt VL

( &9 phalty &) 5L )

- Coeddl o ite 5l

oA F Lé“,jaiﬂ\j do ol L ol a q.JL‘;u 9 &\J: ,;_;i (‘i )
o o3 5T LG T Lo JHEVL ST Lo Gl L oF LY
5 i ¢ 5 el Lall Ty I e By (Sl
. v5\::~=L\ a.:l.__..h :J.a...»\'ﬁ U\.@

oA OF Efﬁj\_a Jalall oM Uis_ M- o) Z:JLL,. 51 CU (51 e (u)
5 b o T Wlgl o Lo YL 5T Lo Gl Lod 5T 4315
5 Al (5, gr:'C’:JJ PO NI Y F,Cx‘-* ael gl lib @ o]
Ll (el o i g o 43LEYY ods e )b G L (S )
. J\J_LBU Lo 5ho 3

v BW el 336 355 OF ez (o)

de pAll 0l o 1) bl,quqﬂéid}bﬁubm (>)
Ly (#e) BN g & e g (ol oo B (pall b3
J*f_).l A H-Um_ ) u:-.\.@l]é 6 (,.Cz.n fourly ua.-\li' iz TDL“" oy

. Sul S,.C%H,_,:_w

Sl Vit 3T gl s o b 301 el o e ()
Gins (315 0 AafConl) (o ) Skl Jons ¢ g PR W]
e o oy (10 O I B (o 1 (I L Sl OL
L S e s O G b Y g 4B < =] rﬁail
as ¢ Fadl I3 de o OF ladh (o 4510 daCoeall
o Sl Ly Gy 3 T ol ety o ) ol 80 B
e Ak LoBd Ol el e N sl bl e w3 ,3dl) g
Ba 0,0 OF g o (1 2asl) Jowll Bl O 50 sl



VY MR sy b (mb) Al — Dl )
TR NEIATE R

ARTICLE XXII
DISPUTES AND ARBITRATION

(2) 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 appropriate A.R.E. Courts
and shall be finally settled by such Couris.

(D) Any dispute, controversy or claim arising out of or relating
to, this” Agreement, or breach, termination or invalidity ther=of
between CONTRACTOR and EGSMA shall be settled by
arbitration in accordance with the Arbitration Rules of the
~egional Center for Commercial Arbitration — Cairo (the
Centre ) in effect on the date of this Agreement. The award
of the arbitrators shall be final and binding on the parties.

(¢) The number of arbitrators shall be three.

(d) Each party shall appoint one arbitrator. If, within thirty
(30) days after receipt of the claimant’s notification of the
appomtment of an arbitrator the respondent has not notified
the claimant in writing of the name of the arbitrator he

appoints, the claimant may request the Centre to appo:nt the
second arbitrator.

(e) The two arbitrators thus appointed shall choose the third
arbitrator who will act as the presiding arbitrator of the
tribunal. If within thirty days after the appointment of the
second arbitrator, the two arbitrators have not agreed upon
the choice of the presiding arbitrator, then either party may
request the Secretary General of the Permanent Court of
Arbitration at the Hague to designate the appointing authority,
Such appointing authority shall appoint the presiding arbit-
rator in the same way as a sole arbitrator would bz appointed
under Article 6.3 of the UNCITRAL Arbitration Rules. Such
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presiding arbitrator shall be a person of a nationality other than
A.R.E. or United Kingdom and of a country which has diplo-

matic relations with both A.R.E. and United Kingdom and
who shall have no economic interest in the GOLD business

of the signatories hereto.

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

(¢) The Egyptian Law shall apply to the dispute except that n
the event of any conflict between the Egyptian Laws and this
Agreement ( including the arbitration provision), the provis=
ions of this Agreement shall govern.

(h) If for whatever reason arbitration in accordance with the
above procedure would likely fail, then the parties agree that
all disputes, controversies or ¢laims arising out of or relating
to the Agreement or the Breach, termination or invalidity
thereof shall be settled by arbitration in accordance with the

UNCITRAL Rules.

ARTICLE XXIII

STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities in respect to
EGSMA and CONTRACTOR hereunder shall be several and
not joint or collective it being understood that this Agreem-
ent shall not be construed as constituting an association or

corporation or partnership.
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(b)) CONTRACTOR shall be subject to the laws of the place

where it is incorporated regarding their legal status or
creation, organization, charter and by-laws, shareholding,
and ownership, CONTRACTOR’s shares of capital which
are entirely held abroad shall not be negotiable in the A.R.E.
and shall not be offered for public subscription in the A.R.E.
nor shall they be subject to the stamp tax on capital shares
0T any tax or duty in the A.R.E. CONTRACTOR shall

be exempted from the application of Law No.159 of 1981 as
amended, and from Law No. 9 of 1964

(¢) All parties comprising CONTRACTOR shall be jointly and

severally liable for the performance of the obligations
under this Concession Agreement.

ARTICLE XXI1V

LOCAL CONTRACTOCRS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operatiag «Company, as the case may
be and their contractors shajl:

(@) Give priority to local contrs ~‘ors as long as their prices and
performance are comaparable wita international pricss and
periormance.

(b) Give preference to locally manufactured material, Squip-
ment, machinery, and consumables so long as their quality
and time of delivery aie compatanie to internaiioanally
avallable materials, equipment, machinery and consumables.
However, such material, machinery and consumables
may be imported for operations conducted hereunder if
the local price of such items at CONTRACTOR’s or
Operating Company’s operating base in A.R.E. is more

than ten percent (109,) higher than the price of such import-
ed items before customs duties, but after transportation

and nsurance costs have been added.
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ARTICLE XXV

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 arbrtration pursuant

to Article XXII hereabove between EGSMA and CONTRACTOR
the English and Arabic versions shal! both be referred to as having
equal force in construing or interpreting the Agreement.

ARTICLE XXVI

APPROVAL OF THE A.R.E. GOVERNMENT

The Agreement shall not be binding upon any of the parties_}
heretc unless and until a law is issued by the competent authori-
ties of the A.R.E. authorizing the Minister of Petroleum and

Mineral Resources to sign said Agreement and giving this,
Agreement full force and effect of law notwithstanding any
countervailing guvernmental enactment, and the Agreemcnt___ii
signed by the GOVERNMENT, EGSMA and CONTRACTOR.

ARAB RErI'BLIC OF EGYPT
BY :

EGYPTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY

BY :

CONTRACTOR
BY :
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ANNEX ¢“A”

CONCESSION AGREEMENT

BETWEEN

AR.E., EGSMA and MINEX MINERALS (EGYPT) LIMITED
(““CONTRACTOR”)

IN BARRAMIYA and EL SID AREAS
DESCRIPTION OF THE AREAS

Annex “B’’ is a provisional illustrative map including the

Areas covered and affected by the Agreement.

The two Areas which are the subject of the exclusive Ex-
ploration licences to be granted to EGSMA and CONTRACTOR
are shown on ANNEX “B’’ and are defined :

THE BARRAMIYA AREA ; Scale 1 :100,000

The Barramiya Area covers approximately 24 square
kilometers and is bounded by the following co-ordinates :

Point A 25°5'41" N '33°46'15°E
Point B 25°5'41" N 33°50°0" E
Point C 25°3'32" N 33°50°0" E

Point D 25°3'32" N 33°46'15"E
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THE EL SID AREA Scale 1 : 2,000,000

The El Sid Area covers approximately 5000 square kilo-

meters and is bounded by the following coordinates :

Point A 26°33" N 33°10" E
Point B 26°46" N 33°42" E
Point C 26°00" N 34°05" E

Point D 25°47" N 33°33" E



AN T 8T () N S — e 1 5 AA

.ﬂ'l-"" <o 5 'H
b,-r TT *\ YO

= = /
pw *co 'y 1-:. ‘<o ‘*r"'rr, L\
v XY o. - \-:.-f ':

Uir YT e




.. awséE

, B oxosal o

33 50 OOE
BARRAMITA
EXPLORATION AREA TO At
Qf:m
‘; by
i BA&HAHIYAY
N 25 0332 1 23 03 3
BIR !LYAN
\0fY
; 3> 7l
Scole {100,000
33° 3DE 5
H 312 34F
ﬂzﬁ'_ 4({ -
£ 33 473 PORT
_ SAFAGA
4 N2G 33 a
£33 0
A
P EL 510
EXPLORATION
QENA AREA
26N} c
26 OON
34 05E
Qf’ O 2547 N
b - . !
. 33 A3E
, @
{ : : E
MARSA ALA
BARRAMITA
. | EXPLCRATION AREA
SCALE [:2.000.000
1E

'ANNEX B ~ LOCATION MAPS SHOWING
| BARRAMIYAY AND E£L SID EXPLORATION AREAS




ALUS 5 il @ Sz Lol
Asadl Sley ity do g podl dolocdl bl 4 all 44

y bt
gl e atiey i Wl wda g el Y1 el ol o3 4
L Ll Jlas ) sl Sy 2lly Lo gyl doboall Dbl 3 all
CAY Il dhems Vs ((Vyeveseee ) Opde dols A 3500 (3 € 5dL D
Ly 5 ) Sas0eedl (e ) Oolaell w53 0 4 O (G et Bl
8 ol Bl Ui 1 Lokl iy (€ i » b Lo Lo
W' DIEARY PR s 3N 4o ( | yoos yoes ) dgds dle e Ja Y C’L"
B__n‘hu‘-f” a:‘.ﬂ‘_ga...a.m_mlafunk )d}(o-d\.j:s_re’j\a.\z.ll
o bl Gl s 1 (YL o b L Ll iy ) el AN Aslal
Z::{i!} Ao pJl an d ) pgem Oy 83 5aall 4BV EW e (O) 9 (1) Cndeelid 3
iy (A Yy ) Anaa Siley 2l wjjlel imLool] 4ol

*e0040 4-__:-)51'

zﬂ:—‘* ( \_,.._.,..H ) o,:m Cp L,lm 5 8 o A ) Js‘um 3 g
Ky Lo é!l__ll Jidie 400 A Bastll ObY I DY e e

o ol ,TL@MJJL W& b e O Al OF, Bl L Al s
Bl Bl 3V Wl gr ) ST G Al o s dske
Al ol e ddn 6T Sl 5.5 Y B SV sda e dul !



{1 .\‘_’U\"\i:-a-_,:_lxé\‘_g;(GK)A‘JAJ!“@)IZ.\!*J,‘JI.

ANNEX (%

LETTER OF GUARANTY

LETTER OF GUARANTY No. CAIRG
EGYPTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY
1986
Gentlemen,
The Undersigned, National Bank of Egypt , as

Guarantor, hereby guarantees to the Egyptian Geological Survey
and Mining Authority (hereinafter referred to as EGSMA) to
the limit of One million (1,000,000) Dollars in US Currency,
the performance by MINEX MINERALS (EGYPT) LIMITED
(hereinafter referred to as MINEX) of its obligations required
for Exploration operations to spend a minimum of one million
(1,000,000) US Dollars during ( ) years of the Explora-
tion pertod under Article IV of Concession Agreement (herein-
after referred to as the “Agreement’’) covering Areas described
in Annexes “A’’ and “B” of said Agreement, by and between
the Arab Republic of Egypt, the Egyptian Geological Survey
and Mining Authority (“EGSMA’") and MINEX, dated

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditure of said one million (1,000,000) US Dollars by
the amount of money expended by MINEX for such Explora-
tion operations during each such quarter. Each such reduction
shall be established by the joint written statement of EGSMA

and MINEX.

In the event of a claim by EGSMA of non-performance or
surrender of the Agreement on the part of MINEX prior to
fulfilment of said minimum expenditure obligation under Article
IV of this Agreement there shall be no Liability on the undersigned
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Guarantor for payment to EGSMA unless and until such la-
bility has been established by written statement of EGSMA

setting forth the amount due under the Agreement.

In the event that MINEX shall withdraw from this Agree-

ment at or prior to the end of the ( ) of the
exploration period the liability of MINEX 1s hereunder hmited

to the expenditure provided for such ( ) period less anv
quarterly reduction under the above paragraph.
It is a further condition of this Letter of Guaranty that :

1. This Letter of Guaranty will bscoms available oanly providzd
that the Guarantor will have bzzn informzd i writ'ag by
MINEX and EGSMA that ths Agresmeat bsiwzza JINZX
and EGSMA has bacome cfective according to ifs terms,
and said Guaranty shall becgms: cifective on the Zilzstive
Date of the Agreement.

2. This Letter of Guaranty shall in any ev2nt automatically
expire at the cariiest o: &

tim= as the total of thz amounts shown on

(a) at such
quarterly joint statzments of EGSMA and MINEX

equals or exceeds tne amount of said innimam  2x-
p nditure obligatons.
(b) Six montas from the date the Agreement (s terminated
~ Or eXpires.

3. (Consequently, aay clain 1a respect _
to the Guaraator prior to eithsr of sud 2
at the latest accompanied by EGSVIA’s wiltien statemzat,
setting forth the amount of undsr expsnditure by MINEX
to the effect that :

(@) MINEX has failed to perforin is expenditure obliga-
tions referred in this Guaranty, and

(b) MINEX has failed to pay taz sxpziditure deuciency

to EGSMA. _
Please return to us this Letter of uaranty in the event i1t

do=s not bacoms 2Tactive, or upon the expiry date.

Yours faithfull)
For

Aceountant

thereof should be made
axoiration dates

Manager
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ANNEX “D”
CHARTER OF “EGYPT GOLD MINING COMPANY*

ARTICLE I

A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization

of the GOVERNMENT 1n accordance with the provisions of
- the Agreement referred to below and of this Charter.

The Company shall be subject to all laws and regulations
in force in the A.R.E., to the extent that such laws and regula-
tions are not inconsistent with the provisions of this Charter

and Agreement referred to below.

ARTICLE 11

The name of the Company is “EGYPT GOLD MINING
COMPANY’, abbreviated as “EGOMCO’’ and herenafter

referred to as Operating Company.

ARTICLE I1I

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

ARTICLE 1V

The object of the Operating Company is to act as the Ex-
ploitation agency through which EGSMA and CONTRACTOR
carry out and conduct the Exploifation Operation and Explora-
tion required in accordance with the provisions of the Agreement

signed on the day of by an
between the ARAB REPUBLIC OF EGYPT, THE EGYPTIAN

GEOLOGICAL SURVEY AND MINING AUTHORITY and
CONTRACTOR covering Exploitation opzrations in BAR-
RAMIYA and EL SID Areas describsd therein.

Opczrating Company shall keep account of all costs, expenses
~and expenditures for such operations under the terms of the
Agreement and Annex “E’ thereto. Unless otherwise agreed
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s

upon by the GOVERNMENT, EGSMA and CONTRACTOR.
the Operating Company shall not engage in any business or
undertake activity beyond the performance of said operations.

ARTICLE V

The authorized capital of Operating Company is twenty
thousand pounds Egyptian (L.E. 20,000) divided into two
thousand shares (2,000) of common stock with a value of ten

pounds Egyptian (L.E. 10) per share having equal voting rights,
tully paid and non-assessable.

EGSMA and CONTRACTOR shall each pay for, hold and
own, throughout the life of Operating Company referred to
above, one half (.5) of the capital stock of Operating Company.

ARTICLE VI

Operating Company shall not own any right, title, interest
or estate in or under the Agreement or any Exploitation lease
created thereunder or in any of GOLD and associated minerals
produced from any Exploration Block or Exploitation lease
areas thereunder or in any of the assets, equipments or other
property obtained or used in connection therewith, and shall
~ not be obligated as a principal for the financing or performance
of any of the duties or obligations of either EGSMA or
CONTRACTOR under the Agreement. Operating Company
shall not make any profit f'rt_)m any source whatever. '

ARTICLE VII

. Operating Company shall be no more than an agent for -
EGSMA and CONTRACTOR., Wheneverit is indicated herein
that Operating Company shall decide, take action or make a
proposal and the like, it is understood that such decisions are
of EGSMA and CONTRACTOR, as may be required by :the
Agreement. : '
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ARTICLE VIII

Operating Company shall have a Board of Directors con-
sisting of Six (6) Members, Three (3) representing EGSMA and
Three (3) representing CONTRACTOR. The Chamrman of the
Operating Company shall be appointed by EGSMA and shall be
Managing Director. The General Manager shall be appointed
by CONTRACTOR and shall be also Managing Director.

ARTICLE IX

Board of Directors shall have full and effective control and

management of all¥matters frelating to the operations of the
Operating Company including the production and marketing of
its products in accordance with sound policy.

The Board of Directors may make expansions, modifica-
tions, improvements, and replacements of the project facilities

and may add new facilities.

ARTICLE X

Meetings of the Board of Directors shall be valid 1i'a majority
of the members are present and voting in person or by proxy.
Any decision taken at such meetings must have the affirmative
votes of four (4) or more of Directors. Unless other-
wise provided for in the By-Laws of the Operating Company,
any resolution shall be entrusted to the Board of Directors.
Widest powers shall be entrusted in the Board of Directors.

ARTICLE XI

General Meetings of the Shareholders shall be valid 1f a

majority of capital stock of the Operating Company is represented
thereat. Any decisions taken at such metings must have the
affirmative vote of Shareholders owing or representing a

majority of the capital stock.
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ARTICLE XII

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

of the Operating Company.

The Board shall, in due course, draw up the By-Laws of
“EGOMCO”’ and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accord-

ance with the provisions of Article XI hereof.

ARTICLE XIIl

EGOMCO shall come into existence as provided for in the
Agreement.

The duration or EGOMCO shall be for a period equal to
the duration of the last to expire of any Exploitation lease(s),

including any renewal thereof.

It shall be wound up if the Agreement; referr.a to above
is terminated for any reason as provided for therein.

THE EGYPTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY

BY :
MINEX MINERALS (EGYPT) LIMITED

BY :
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ANNEX “E”
ACCOUNTING PROCEDURES
ARTICLE I
GENERAL PROVISIONS

1. Definitions :

The definitions contained in Article I of the Concession
Agreement shall apply to these Procedures and have the
same meaning.

“Agreement’’ shall mean the Concession Agreement of
which this Annex is a part.

2. Statements of Activity :

(a) CONTRACTOR shall render to EGSMA within thirty
(30) days of the end of each Calendar Half Year a state-
ment of Exploration activity reflecting all charges and
credits related to Exploration operations for that Half
Year summarised by appropriate classifications indica-
tive of the nature thereof.

(b) Operating Company shall render to EGSMA and
CONTRACTOR within thirty (30) days of the end of
each Calendar half-year a statement of Exploitation

Activity reflecting all charges and credits related to half-
year in reasonable details.

5. Adjustments and Audits

(a) Each Statement of Exploration Activity shall con-
clusively be presumed to be true and correct after three
(3) months following the receipt of each statement by
EGSMA unless within the said three (3) months
EGSMA takes written exception thereto. During said
three (3) months period supporting documents will be
available for inspection by EGSMA during all working

hours.
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(b) All Statements of Activity for Exploitation and for any
Calendar half-year shall conclusively be presumed to

be true and correct three (3) months following the

receipt of such statement unless within the said three
(3) months period EGSMA or CONTRACTOR takes

written exception thereto.

4. Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Exploitation shall be kept in A.R.E.

in US Dollars. All US Dollars expenditures shall be charged
in the amount expended. All Egyptian Pounds Expenditures
shall be translated to US Dollars at the official buying rate
of exchange 1ssued by the Central Bank of Egypt on the
first day of the month in which expenditures are recorded,
and all non-US Dollar expenditures shall be translated to
US Dollars at the buying rate of exchange for such cur-
rency as quoted by National Westminster Bank PLC,
London, at 10.30 a.m. G.M.T., on the first day of the month
in which expenditures are recorded. A record shall be Kept
of the exchange rates used in translating Egyptian Pounds
or other non-US Dollars expenditures to US Dollars.

5. Precedence of Documents |

In the event of any inconsistency or conflict between the
provisions of these Procedures and provisions of the Agree-
ment treating the same subject differently, then the provisions

of the Agreement shall prevail

6. Revision of Procedures :

By mutual agreement between EGSMA and 'CONTRACTOR
these Procedures may be revised from time to time in the

light of future arrangements.
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ARTICLE II
- COSTS, EXPENSES AND EXPENDITURES

“Subject to the provisions of the Agreement, CONTRACTOR

shall alone bear and pay direcly or through Operating Company,
as the case may be, the costs and expenses including the following:

1. Surface Rights :

All direct cost including rents attributable to the acquisi-

tion, renewal or relinquishment of surface rights acquired
and maintained in force for the Areas.

2. Labour and Related Costs :

(a) Salaries, and Wages and employment costs of
CONTRACTOR’s Operating Company’s employees, as
the case may be, directly engaged 1n the various activi-
ties under the Agreement including salaries and wages
paid to geologists and other employees who are
temporarily assigned to and employed in such activities.
Such salaries and wages to be certified by a certified
public accounting firm.

3. Matenal ;

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

Warranty of Materials furnished by CONTRACTOR:

CONTRACTOR does not warrant the material furnished
beyond or back of the dealer’s or manufacturer’s guaranty ;
and in case of defective material, credit shall not be recorded

until adjustment has been received by CONTRACTOR
from manufacturers or their agents.
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4.

Transportation and Employee Relocation Costs :

‘a) Transportation of equipment, materials and supplies
necessary to the conduct of CONTRACTOR’s or

Operating Company’s activities.

(b) Business Travel, Transportation and Relocation
expenses to the extent covered by cstablished policies.

Services.

(a) The costs of contracts for consultants, services and
utilities procured from third parties.

(6 ) Cost of services performed by EGSMA or by Contractor
or their alliliated companies 1a facilities 1nside or outside
the A.R.E. shall be at an agreed price.

Damages and Losses :

All costs or expenses, necessary to replace or repair damages
or losses incurred by fire, flood, storm, theft, accident or any
other cause not controllable by CONTRACTOR or Operat-

ing Company thrcugh the exercises of rsasonable diligence.

Insurance and Claims :

The costs of any public hability, property, damage and other
insurance against liabilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or cutsiders as may be required by the laws, rules and
regulations of the GOVERNMENT or as the parties may
agree upon. The proceeds of any such insurance or claim
collected shall be credited against operations.

Indirect Expenses :

Camp overhead and facilities such as warehouses, water Sys-
tems, road systems, salaries and expense of mine supervisory
personnel, mine clerks, assistants and other general emplo-
yees 1ndirectly serving the Areas.
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10.

Legal Expenses:

All costs and expenses of litigation, or legal services other-
wise necessary or expedient for the protection of the Areas,
including attorney’s fees and expenses as hereinafter provi-
ded, together with all judgements obtained against the par-
ties or any of them on account of the operations under the
Agreement, and actual expenses incurred by any party or par-
ties hereto in securing evidence for the purpose of defending

against any action or claim prosecuted or urged against the
operations or the subject matter of the Agreement. In the

event actions or claims affecting the interests hereunder shall
be handled by the legal staff of one or more of the parties here-
to, a charge commensurate with cost of providing and furn-
1shing such services may be made to operation.

Administrative Overhead and General Expenses :

(@) While CONTRACTOR is conducting Exploration
activities, cost of staffing and maintaining - CONTRAC-
TOR’s head office in the A.R.E., and or other offices
estabished in the A.R.E. as appropriate other than mine
offices which will be charged as provided in Article 1I,
paragraph 8§ above, and

() CONTRACTOR’s administrative overheads outside the
A.R.E. applicable to the A.R.E. Exploration opera-
tion which will be charged each month at the rate of five
percent (5%,) of total Exploration expenditures while

CONTRACTOR is conducting Exploration activities.

No other direct charges as such for CONTRACTOR s
administrative overhead outside the A.R.E. will be app-
lled against the Exploration obligation. Examples of
the type of costs CONTRACTOR is incurring and char-
ging hereunder due to activities under the Agreement and
covered by said percentage are :
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1. Executive - Time of executive officers.

D

Treasury - Financial and exchange problems.

3. Purchasing - Procuring matertals, equipment and
supplies.

4. Exploration Directing, advising and controlling.

>. Other department such as legal, financial and engi-
neering which contribute time, knowledge and exp-
erience to the operations.

(¢) While Operating Company is directing activities, Oper-
ating Company’s personnel engaged in general clerical
and office work, supervisors and officers whose time is
generally spent 1n the main office and not the mine, anc
all employees generally considered as general and admi:
nistrative and not charged to other types of expense wil
be charged to operations. Such expenses shall be allo:
cated each month according to sound and practicable
accounting methods.

11. Continuing Contractor’s Costs :

Costs of Contractor’s activities required under the Agreem
ent and incurred excluswely in the A.R.E. after Operatin

Company i1s formed. No sales expenses incurred outsid
or inside the A.R.E. may be recovered as a cost,

12. Other Expenditures :

Any required costs, expenses or expenditures, other than thos

which are covered and dealt with by the foregoing provision
of this Article II, incurred by CONTRACTOR or Operatin
Company under approved work Programs (and Budgets)
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ARTICLE III
COST RECOVERY

1. Statements of Recovery of Costs and of Cost Recovery
GOLD

CONTRACTOR shall pursuant to Article VII of this Agree-
ment render to EGSMA as promptly as practicable following
each Calendar half-year.

(1) Recoverable costs carried from the previous half year,
if any,

(#) Recoverable costs incurred and paid during the half
year.

(1) Total recoverable costs for the half year,

(1v) Value of Cost Recovery GOLD taken and separately,
disposed of by CONTRACTOR for the half year.

(v) Excess, if any, of the value of Cost Recovery GOLD

taken and separately disposed of by CONTRACTOR
over costs recovered for the half vear.

2. Payments :

Revenue accounts shail be maintained by Operating
Company to the extent necessary for the control of recovery
of costs and the treatment of Cost of Recovery GOLD.
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