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'CONCESSION AGREEMENT
FOR SULPHUR

EXPLORATION AND EXPLOITATION
EAST OF ARISH

AMONG
THE ARAB REPUBLIC OF EGYPT
THE. EGYFTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY

AND
FREEPORT EGYFPTIAN SULPHUR COMPANY

This Agreement 'made 'and "entered into this day of 2844,
Luly 1987 by and among THE ARAB REPUBLIC OF EGYPT
‘herveinafter referred to as “ARE or as the “GOVERN-
MENT™), THE EGYPTIAN GEOLOGICAL SURVEY AND
MINING AUTHORITY (hereinatter referred to as “EGSMA”)
a lcgal entity created by Presidential Decree 452 of 1970, as amen-
ded by Presidenttal Decree 45/1986, and FREEPORT EGYP-
TIAN SULPAUR COMPANY, a company organized and
existing under the laws of the State of Delaware, United States of
America (hereinafter referred to as “FREEPORT”).

-* WITNESSETH

WHEREAS, all minerals including sulphur deposits existing
in mines and quarries in the A.R.E. including the territorial and
continental shelf waters and the exclusive economic zone under
the jurisdiction of the A.R.E., whether such deposits are in the
sca-bed or sub-soil, are the property of the State ; and

WHEREAS, EGSMA has applied for a concession for the
Exploration and Exploitation of sulphur in and throughout the
Asrea referred to in Article II, and described in Annexes <A’ and

«p” which are attached hereto ; and
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WHEREAS, FREEPOR'T agrecs to undertake its obliga-
tions provided hercinafter with respact to the Exploration and
Explattation opcrations 1n sauid Avea, and

WHEREAS, the GOVERNMUENT desires herchy to grant

such concession ; and

WHEREAS, Minster of Petroleum and Mineral Resources
pursuant to the provisions of Law No. §6 of 1956, mav cnter into
a concession agrecment with EGSMA and FREEPORT for the
Exploration and Exploitation operations in the Area hereinalter
referred to.

Now, thereforz, the parties hereto agree as follows

ARTICLIL 1

DEFINITIONS

(@) ~LXPLORATION” shall mcan the examination of gthe
surface and the underground (to any depth) by all means,
narticularly geological and geophysical, leading to the
‘dentification of minerals by their physical, magnetic, elec-
tric, or other characteristics, or by making test pits or bores
to ascertain th= existence or possibility of existence of sulphur.
EXPLORATION includes also more detailed examination
of the surface and underground by all drilling and mining
operations leading to the delineation of one or more sulphur
deposits, their quantities and specifications, methods of extra-
ction, dressing, marketing and feasibility studies.

(6) “EXPLOITATION” shall mean the following :

1. All the works made in the Area to prepare one or more
sulphur deposits,such as sinking shafts, driving levels,
and drilling.

2. Dirilling, mining and quarrying design ; civil construction ; ins-

tallations servicing and maintenance of equipment, electric,
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railway and pipe lines, sewage Systems, facilities ;
mining and dressing plants, terminals and storagc
facilities and related operations, and any other activity
which helps in preparing the mines or quarries for
production, and 1in the transportation and shipment

of such production,

3. Producing, 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 mean sulphur on or
ander the surface of the earth as well as underground and
ocean waters if their exploitation is for the purpose of

cxtracting sulphur.

(@) A R.E.” is an abbreviation for the ARAB REPUBLICG QI
LGYPT.

) “EFFECTIVE DATE” shall mean the date on which "the
.ext of this Agrecement is signed by the GOV FERNMENT,
L GSMA and FREEPORT, after the relevant law is issucd.

() “FINANCIAL YEAR” shall mean a period of twelve (12)
nonths which shall coincide with the GOVERNMENT’S
financial year according to the laws and regulations of the

ARLE.

(g) The term “NET PROCEEDS” shall mean the remainder
obtained by subtracting from Sales Revenue rc}ya.lty payable
to the GOVERNMENT and all permitted costs and expen-
ses, as set forth in Article VIL

(A} The term «SALES REVENUE” shall mean the amount of
gross revenue received from the sale of Sulphur hereunder,
less all shipping, insurance and other delivery costs not paya-
blec by the customer, all commercial discounts and all penal-
ties related to the quality of the Sulphur shipped.
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() An “AFFILIATED COMPANY?” shall mean a company

i. § The share capital, conferring majority of votes at stocks
holders’ meetings of such company, of which is owned
directly or indirectly or controlled by a party hereto ; or

ti.  Which is the owner directly or indirectly of, or controls, i

share capital conferring a majority of votes at stockhol« |
ders’ meetings of a party hereto ; or

it. Whose share capital conferring a majority of votes at
stockholders” meetings of such company and the share
capital conferring a majority of votes at stockholders’

meetings of a party hereto are owned directly or indi-
rectly, or controlled, by the same company.

() “COMMERCIAL DISCOVERY” shall mean a discovery
of Sulphur worthy of being developed and exploited commer-
cially in accordance with the principles of good sulphur mi-
ning techniques and practices. The Ore Deposit shall not
he deemed to be commercial unless FREEPORT presents
to EGSMA a detailed feasibility study, prepared in accor-
dance with such principles, which concludes that the Ore
Deposit 1s worthy of being developed and exploited commer-

cially. Such study shall include, among other things, FREE-
PORT’s estimates of the following matters :

— Geologic assessments and conclusions.

— Estimated market demand over the next ten (10) years.

— Development plan.
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— Estimated F.O.B. price of sulphur.

— Period for recovery of pre~production Exploration and
Exploitation mmvestmeonts mcuwrred by FREEPORT in

accordance with the teras of this Avreament,

— Paymeant of rovalties, taxes and shave of EGSMA and
FREEPORT according to the terms of this Agreement.

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

— Specific Exploration Block or Blocks within which the
Commercial Discovery 1s reasonably believed to exist.

Following the receipt of such study EGSMA and FREE-
PORT shall meet and review the terms of the study and all
an pmpriate data with a view to approving the study an-l
agreeing upon the esistence of a Commercial Discovery.
Anv differences of opinion regarding the study or the existen-
ce of a Commercial Discovery will be duiscussed and an effor:
made in mutual good faith to resolve the same. The appro-
val of the study and agreement on the existence of a Commer-
cia} Discovery will be deemed to occur not later than thirty
(30) days after the date on which the study is received by
EGSMA «nd the date of the Commasrcial Discovery for purpo-
ses of this Agresment will be deemzad to bz the dite of such

receipt.

3 EXPLORATION BLOCK (S)” shall mean an area, thi
corner points of which have to be coincident with three minu-
tes times three minutes latitude and longitude divisions ; acco-
rding to the International Grid System where posmblr or
within the CXlStlIlf" boundaries to the Area covered by this
Concession Agreement as set out in Annex “A”.
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(&) “EXPLOITATION LEASE (8)” shall mcan the lease, cove-
ring all or part of the Exploration Block or Blocks covering
the geological limits of the Ore Deposit within which
the Clommercial Discovery is rcasonably believed to ex1st,
the corner points of which have to be coincident with three
minutes times three minutes latitude and longitude divisions

according to the International Grid System where possible
or as jointly agreed upon by EGSMA and FREEPORT,

(m) “Sulphur” shall mean sulphur extracted from a Sulphur Ore
Deposit under this Agreement.

ARTICLE Ii
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Arca covered and affected
bv this Agreement (hereinafter referred to as “the Area’ )

Annex “B” is a provisional illustrative map on the scale of

I : 500,000 indicating the Area covered and affected by this Agree-
ment and described in Annex “A”.

Annex <C” is the form of a letter of Guaranty to be issued
by the National Bank of Egypt, Cairo, Egypt, or any other bank
acceptable to EGSMA and to be submitted by FREEPORT not
later than one day before the time of signature by the Minster of
Petroleum and Mineral Resources of this Agreement, for the sum
of One Million (§ 1,000,000.00) U.S. Dollars guaranteeing the
execution of FREEPORT’s munimum Exploration obligations
hereunder for the first two (2) year Exploration period. Such
suaranty shall remain effective for six (6) months after the end of
the said two (2) year period except as it may be rcleased prior to
that time in accordance with the terms thereof, In the cvent that
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FREEPORT shall have elected to extend the term of the Explo-
ration period as hereinafter provided, a similar letter of guaranty

covermg FREEPORT’s minimum expenditurc. obligation for
such extension shall be furnished to EGSMA at the time of its

notice of .extension.

Annex “D” is the form of a Chartcr of the Operating Com-
pany to be formed as provided for in Article VIjher eof

Annex “E” is the Accounting Procedure.

Annexes “A”, «B”, «(C”, «“D” and “E” to this Agreement
are¢ hereby made part hereof and shall Le considered as having
cqual force and effect with the provisions of this Agreement. In
the event the provisions of the anncexes arc inconsistent with the
provisions of this Agreement (excluding the annexcs) the provi-

siits of the Agreement shall prevail.

ARTICLE 11l
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants LGSMA and FRLEE-
FORT, subject to the terms, covenants and conditions set out in
this Agreement, which insofar as they are centrary to or inconsis-
tent with any provisions of Law No. 86 of 1956, as amendecd, shali
have the force of law, an exclusive concessicn in and to the Area
described in Anmexes “A” and «B”.

(a) Starting from the commencement of the commercial produ-
ction of Sulphur, the GOVERNMENT shall own and be
entitled, as heretnafter provided, toc a royalty in cash or in
kind or partially in cash and partially in kind at the election
of the Government throughout the duration of the Exploita-
tion period including its renewal. Said royalty shall be
unrecoverable and shall be paid or delivered in kind by -
Operating Company on behalf of FREEPORT and EGSMA,
either from stock or at the outlet of the downstream facmty
in accordance with Article VII (b).
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(¢} An initial Exploration period of two (2) years shall start from

the Effective Date. Two (2) successive extension (s) to the
initial Exploration period of two (2) years and three (3) years,
respectively, shall be granted to FREEPORT 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 period (s). Further, the final such Explo-
ration period may be extended at FREEPORT’s election for
up to six months to enable the completion of any testing or
evaluation procedure or any study actually started before the
end of the seventh year of the Exploration period but shall
not exceed this period by more fthan six months by which
time the subject portion or portions of the Arca shall have
been converted into an Exploitation Iease or Leases. 'The
Agreement shall be terminated if no feasibility study recom-
mending a Commercial Discovery is presented by the end
of the seventh year of the Exploration period or ‘the end of
«i:ch additional six month pertod, if applicable.

(i The Exploitation period shall be thirty (30) years from the
date of the first Commercial Discovery. This period may
he renewed for one (1) add‘tional period of ten (10) vyears
at the option of FREEPORT with reasonable 'commercial
justification and upon six (6) months’ written notice to EGS-
MA prior to the expiry of the said -thirty (30) year period.
Promptly following Commercial Discovery, the extent of the
Area specified by Exploration Blocks in the feasibility study
referred to in Article I (j) to be covered by an Exploitation
lease or leases shall be mutually agreed upon by EGSMA
and FREEPORT and besubject 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
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or permission. Exploitation operations thereafter shall ke
started promptly by Operating Comy.any, {subject to
the [provisions [of Article XXIII, and be conducted 11
accordance with good [sulphur mining practices ana
accepted engineering principles and in accordance with
the construction program and schedule¥ contained in the
feasibility !study referred to in Article 1 (j), which
construction program shall also be in accordance with
good sulphur - mining practices and accepted engineering
principles. Exploitation p’ians' shall employ the optimuim
methods of explcitation taking into consideration the exploi-
tation of the entire resources of the mine or mines to the

extent economically practicable. If noiéommer_cial produic-
tion and sale of sulphur is achieved in regular shipments from:
any Exploitation lease within {five (5) vears from the date
of the approval of the Minister of Petroleum and Mineral
Resources referred to above such Exploitation lease shali
immediately be surrendered unless otherwise agreed by
EGSMA or as otherwise provided under Article XXTII

this Agreement.

(d) FRE EPORT shall bear and pay all costs and expenses requ-~
ired in carrying out any and all the operations under this

- Agreement. The recovery of the Exploration Expenditures
shall not include any interest but the recovery of
Exploitation Expenditures (excluding Operating - Expendi-
tures) shall include interest on the investment borrowed by
FREEPORT. from non-affiliated financial institutions
provided that the percentage: of lcans to the total Exploita-
tion investments does not exceed sixty seven percent (67%)
and provided that FREEPORT shall at all times use 1ts best
efforts to obtain the most favorable rate of interest on such
loans. Notwithstanding anything to the contrary under
this Agreement,. interest on Exploitation investments accrued

before the commencement of commercial production.
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=5 provided above, shall not be mciuded in Operating Expen-
diures. but shiall be mcluded 10 Explotation Fxpenditures.
Interest on Exploitation investments accrued alter the com-
mencement of commercial production as provided above

shall be mncluded m Operating Expendrtures,

1. FREEPORT shall be subject to the laws in force in the
A.R.E. which mmpose taxes on or arec measured by 1inc-
ome ov profits, mncluding those laws imposing the
commercial and ndustrial profits tax, and the tax on
income and dwidends paid with respect to sharcholders
(hereinafter referred to as AR.E. Income Taxes"), and
except as otherwise provided in this Agreement, shall
comply with the requirements of such laws with respect
to the filing of returns, the assessment of tax, and the
keeping for yeview by authorized persons of books and

records.

It 1s expressly agreed and acknowledged that EGS-
MA’s share of the Net Proceeds, as determined under
Article VII includes provision for payment by LGSMA
of Freeport’s A.R.E. Income Taxes as described above

in this paragraph (e) (1). )

EGSMA agrees that its  share of Net Pmceedg_ will be
used to meet such A.R.E. Income Tax liability in A.R.E.
as and when due. '

For purposes of applying paragraph (e) (1) bf this Articl c,.
the maximum total taxable income on which taxes are
oaid by EGSMA on behalf of FREEPORT, including it:

| ES
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shareholders, in respect of anv Tax Year shall not

exceed an amount equal to FREEPORT’s share of Net
Proceeds, tn accordance with Article VII.

EGSMA shall assume, pay and discharge, on behalf of
FREEPORT, including its shareholders, A.R.E. Income
Taxes, pursuant to paragraph (2) above, if any, out of
the sums received by EGSMA as its share of Net Pro- .
ceeds, in accordance with Article VIL

Without prejudice to paragraph (3) above EGSMA
shall furnish to FREEPORT the proper official receipt
cvidencing the payment of FREEPORT’s or its share-
holders” A.R.E. Income Taxes within sixty (60} davs
tollowing the receipt by EGSMA of FREEPORT?s tax
declaration and any other required documents for the
preceding year. Such receipts shall be issued by the
proper Tax Authorities and shall state the amount and
other particulars customary for such receipts.

ARTICLE TV

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

(8) FREEPORT shall commence Exploration operations here-

under not later than six (6) months after the Effective
Date ; provided, however, that the beginning of such period
of six (6) months shall be automatically extended to sucn
later date by which FREEPORT shall have and enjov full
access to the Area pursuant’to all applicable regulations, incly-
ding necessary or appropriate military permits.
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5y The imitial Exploration period shall be two (2) years.
Pl mayvoextend this xpiorauon  pericd 1or two
'2) additional periods of two (2) years and thrce (3) years
each, respectively, in accordance with Article 111 ((), each
upon a thirty (30) days’ prior written notice to :EGSMA
subject to 15 fulfillment of 1ts mmimum Exploration lixpen-
diture obligatioas for the then current period and the submis-

sion of the required letter of Guaranty., (38 :

FREEPORT shall spend a mimmum of One Million
($1,000,000.00) U.S5. Dollars on Exploration operations and
activities relatcd thereto during the initial two (2) year
EXPlOl‘aﬁ(}ﬂ period. For the fust two (2) year period that
FREEPORT elects to extend bevond the initial Exploration
period FREEPORT shall spend a minimum of Two Million
($2,000,000.00) U.S. Dollars and for the second three (3)
vear extension period, FREEPORT shall spend 2 minimum
of Three Million (§3,000,000.00) U.S. Deoilars. Should
FREEPORT spend more than the mimmum amount requi-
red to he expended during the inmitial 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 FREEPORT during any
succeeding Exploration period or periods, as the case may be.

In case FREEPORT surrenders 1ts Exploration rights in
this Agreement as set forth above before or at the end of the
second year of the initial period, having expended less than
the totel sum of One Million ($1,000,000.00) U.S. Dollars

on Exploration or in the event at the end of the second year
FREEPORT has expeaded less than said sum in the Area,
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an amcunt cqual to the difference between the said sum and
e amount actually spent on Exploration activities shall be

peid by FLOSODI SV to w08 h o v L U surtendoring
or within three (3) months from the «nd of the second vear
of the initial Exploration period, as the casc may be.  Any
cxpenditure deficiency by FREEFCGRT ur the ernd of any
additional period for the rcasons above-noted shall similarly
result in a payment by FREEPORT to EGSMA of such
deficdency. FREEPORT shall be entitled to recover any
such payments as Exploration expenditures m the manner
provided for vrder Article VII in the cvant of commercaal

1.)1':;.1(111(:11011 :

Without prejudice to  Article 111 (C;, m case no Conn--
mercial Discovery is established by the cend of the seventh
vear (subject to extansion for a pericd of six nonths as heres
mabove provided) or in case FRELPORT Surrenders 1is.
Eapioration rights urder tlns ;-\:s;lccnwm prior 1o such time,
EGSM A :hall 1ot Lear any of the aforera d oxpenses spent

by FREEPORT.

At least fcur (4) months prior to the bcginmg of cach
Financial Year or at such other tinies as may mutually be
.orecd to by EGSMA and FREEPORT, FREEPORT shall
prepare an Exploration Work Pregram aid Budget for the
Arca settirg forth the Exploration operaticns which FRE-.
IL'PORT proposes to carry out auring the cnsuing year. lhe
J:xploration Work Program and Budget shall be prepared i
rccoiaance with, gocd sulphur mining practices ard techni--
ques and the Budget shall be consistent with FREEPOR'T’s.
minimum Exploration expenditure obligations. During the
Exploration pericd, such Work Pregram and Budget shall be
at least sufficient to satisfy FREEPORT’s minimum expendi--
ture oblications for the pericd it covers. |



LRAY di a9 1 S (J‘-‘*) )5 J‘V ARl i P 3 ) T

Bt - pmgfenlile o Sl .- iy

S s e S5 Al L ¢ e L 2
55y Sl Jlael awill adlpdls Jealt et Laldmy) o
Gy Laa Nl ol Lo 3 5l (L3 gl L (01 a0
(v ) 4% TV} G@ﬁu‘(r)%fyﬁ;uﬂ{m)&:ﬁw
Sl
e b LoV Eadl Aed padis 0 etie op Al clacY]l
caTn Lole ol 5 g1 (613 e s dom il 3150 Jondl a2
i Byt o] o B el a3 Ames
e Ay Al ok aaTh el 2l Dy 50 3

Lot ade Gl ey o &)U

SR SO0 U S5 R S G PRSP

?T“’Cls.ii :ii.a“_;;aj::- ;Jj@ -LBJJ-;’ .51‘ J‘;; ;ﬁ “:"J_??,JB -;Jf.ﬁ.. ¥ \

S

s d) @ sacall Sliadt (adss O o) e PR R ER PRI

:\jﬁx Sais he Joogks VS G B Ak G — ¥
P NN éJl,:.Ls G5 OV Sy g A e &6 OITRAY
o bt s e sls ciand LY O 4G N JHagi sl g a4l
als 2wl (5 0 Cuom D139 an 0 52 IS o Ol sl Lai g

*

v A3lNT e e Al LU o pad L

e, g3l Saally Sl BT el SUU e D) 5 345 (3)
sy codl Ol gl 3 Gy Sl alelull 31505
13l I e 8F S 5T Jord oo @ e Tl 5,5 Vg

. S




Tﬂﬁ YRAY 4.*.,....-: ‘LJ_’)-\G(J*)JJ.( "V J-—\'—H._._..*-LA....-..*’ J\n.\a ..‘i

S il A e, il

B g . il

The Fxnloration Work Program and Budget shall be revie-

11__"!:"("’1_1'&

~..‘f

wed by @ Jolint CONMNILCE W o odidid.sd
and FREEPORT after the Effective Date of thas '\nrwnwm
{Tis Committee, hercinafter referred to as the “Exploration
Advisory Committee™, shall consist of six {6) members, of
whom three {3) shall be appointed by EGSMA and threc
(3) by T REEPORT. yThe Chairmian of the Exploration
Advisory Committec shall be designated by EGSMA from
among the members appointed by it. The Exploration Adwvi-
sory  Committee shall review and give such advice as it decems
eppropriate with respect to the proposed Work Program: and
Budget. Following review}by the Exploration Advisory
Committee, FREEPORT shall make such revisions as shall
e eonsistent with the advice of the Committee. 1t 1g further
oreed that e

(1) FREEPOR'L shall not substantially revise or modify
said Work Program and Budgct nor reduce the appro-
ved budgeted expenditure without the approval of

EGSMA.

(i) In the event of emcrgencies mvolving danger of loss
of lives or property, FREEPORT may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be
considered 1n all respects as Exploration expenditures
and shall be recovered pursuant to the provisions of
Article VII hereof. |

(d‘ FREEPORT shall experd all necessary funds for all mate-
rials, ¢quipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Hudget and EGSMA shall not be responsible to bear or repay
any of the aferesaid costs.
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(¢: Before the Operating Company comes into existence, FRIEED-
ORT shall be responsible for the nrenaration and serformanee
o1 we pxpioration YWork Pragram wiuch snail be implemented
m a workmarnlike manner and in accordance with good

sulphur mining industry practices.

Except as is appropriate for the processing of data, lahcra-
tory work, specialized engineering, development and
feasibility studies thercon, to be made in specialized centers

outside A.R.E., all geological and geophysical studies as
well as any other studies related to the performance of this
Agrezment, shall be made in the A.R.E.if suitable facilities
are¢ avallable in the A.R.E.

FREEPORT shall entrust the management of Exploration
aperations in the A.R.E. to its technically competent General
Mainager and Deputy General Manager. 'The names of
such Manager and Deputy Go2neral Manager shall, upon
ippointment, be forthwith notified to the GOVERNMENT
and to EGSMA. The General Manager and, 1n his absence,
the Deputy General Manager shall be entrusted by FREE-
PORT with sufficient powers to carry out immediately all
lawful written directions given to them by the GOVERN-
MENT 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 conflict
with this Agreement shall apply to FREEPORT.

() FREEPORT shall supply EGSMA, within twenty (20) days
from the end of each calendar quarter, with a Statement of
Exploration Activity showing costs incurred by FREEPORT
during such quarter. FREEPORT’s records and necessary
supporting documents shall be available for inspection by
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EGSMA at apy time during regular working hours for three
(3) months from the date of reccipt by EGSMA of cach state-

ment

Within the threc (3) months from the date of receiving
such Statement, EGSMA shall advise FREEPOR'] in writing

if 1t considers
(i) That the record of costs 1s not correct ;

(ii) That the costs of goods or services supplied are net
in line with the international market prices for grods
or services of similar quality supplhed on sinmlar terms
prevailing at the time such goods or services were sup-
plicd, provided however, that purchases made and
services performed within A.R.E. shall be subicct to
Article XXVI ;

(i) That the condition of tne materials furnished by
FREEPORT dces not tally with their prices ; or

(iv) That the costs incurred are not rcasonably recuived
for operations.

FREEPORT shall confer with EG>MA in connection with
the problems thus presented,’and the parties shall attcinpt
to rcach a sectlement which is mutually satisfactory. It
within the time limit of the three (3) month period providsd
for in this paragraph EGSMA has not advised FREEPORT
of its objection to any statem:zat, such statem:nt shall be

]
d
i

considered as approved.

If within the time lmit of the thre: (3) month period
EGSMA has advised FREEPORT of its objection to any
statement, then FREEPORT shall :»1%r with EGSMA in
connection with the problem thus presented and the parties
chall attempt to reach a final settlement thereto.
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2" FREEPORT shall supply all funds neressary for s opern-
Gons 1o ALELIL. under this Agreement in freely convertible
currency from abroad. FRELPORT shall have the r1ghit
(o buv Egyptian currency whenever required at the applica-
ble A.R.F. rate of exchange daclared by the Central Bank

of Fevpt and in cflect at the time of buying.

ARTICLE V

VIANDATORY AND VOLUNTARY RELINQUISHMENTS

‘e Mandatory Relinquishments :
At the end of the initial Exploration period, FREEPOR'T
shall relinquish to the GOVERNMENT a total of twenty-five

percent (259) in adjoining Exploration Blocks of the original

Aren not then converted to an Exploitation lease or leases.

At the end of the sccond Exploration prriod, FREEPORY
shail relinguish an additional twenty-five percent (2 0/ in adjoi-
ning Exploration Blocks of the original Arca not then converted

te; an Exploitation lease or leases.

At the end of the entire Exploration period FREEPORT
sha!ll relinquish the remainder of the original Area not thep
~eviverted to an Exploitation lease or leases.

{t» Voluntary Relinquiéhments :

FREEPORT may, voluntarily, during any period relinquish
A1l or any part of the original Area in Exploration Blocks, provid-
od that at the time of such voluntary relinquishment its financial
obligations for Exploration expenditure under Article IV para-
graph (b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward the
mandatory provisions of the above paragraph (a).
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(¢} Relingnishments after Commercial Discovery
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shall mufually agree upon any area to be rclinquished thercafier,
except for the relinquishment provided for above at the end of
the total Exploration period.

ARTICLE V1

OPERATION AFTER COMMERCIAL DISCOVERY

(a} Promptly following Commercial Discovery, EGSMA and
FREEPORT shall form in the A.R.E. an Operating Com-
pany which shall be called “Sinai Sulphur Company™
Jerematfter referred to as “Operating Company’) which
shall be a private scctor company subject to the laws and
regulations in force in the AR.E. to the cxtent that such
aws and regulations are not inconsistent with the Provisions
»f this Agreement or the Charter of Operating Company.
The capital stock of Operating Company shall be owned
cqually by EGSMA and FREEPORT.

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
CUITENCIES

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

— Law No. 159 of 1981 concerning certain provisicns on
joint stock companies, limited partnerships.and hmited
liability companies ; -

— Law No. 97 of 1983 on Public Corporation and Public
Sector Units.
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The Charter of Operating Companv is hercto attached as

SRR F St

~asesy \OU) Uays aiter the date of Commercial
Discovery, the Charter shall take effect and Operating Com-
pany shall automatically come into existence, without any
turther procedures.

E\I*}-r‘, -
= b = el m o

]
" ol

Ninety (S0) days after the date Operating Company comes
mto cxistence In accordance with paragraph (b) above, the
General” Manager” of the’ Operating Gompany shall prepart
a development work program and budget for the remainder
of the year in which the Commercizl Discovery is made, and
not later than four months before the end of the then current
Financial Year (or such other date as may be agreed upon),
and four months preceding the ‘commencement of cach suc-
cecding Firancial Year thereafter (or such other date as may
be agreed upon) the General Manager shall prepare an
annual production schedule, work program and budget for the
succeeding Financial Year. The production schedule, work
program ar.d budget shall ke cubmitted 1o the Beard of Dire-
ctors of the Orperating Company for approval.

Not later than the wwentieth («Cth) day of cach n.onth, Ope-
rating Company shali {urnish 16 FREEFORT a written
estimate of its requir<ments for furds for the first half and
the secor.d half of the succeeding month expresscd in U.S.
Dollars having regard to the approved budget. Such esti-
mate shall take into consideration ahy cash expectced to be
on hand at month erd.

Paymf:m for Lhe appropriate period ot such month shall
be made by FREEPORT to the correspordent Bank designa-
ted in' paragraph (e) belcw on the first day and fifteenth day

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

AL,
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(p Onere e Deeonany g anthorized to keen ot its own disnesa)
in an account opened with an Egyptan bank in the A.R.L.
or with a correspondent bank abroad of the National Bank
of Egypt, the foreign funds advanced by FREEPORT or
recetved as a result of Operating Company’s activities hereuns-
der. Withdrawals from said account (5) shall be used for paym-
ent for goods and services acquired abroad, to make payment
of the royalty to the GOVERNMENT and distributions of
the Net Proceeds to EGSMA and to FREEPORT, and to
rexmburse FREEPORT for the recovery of its costs.

Within sixty (60) days after the end of cach Financial Year.,
Operating Company shall submit to the appropriate exchan-
ze control authoritics in the A.R.E. a statement, duly certi-
fied by a recognized firm of auditors, showing the funds credi-
*cdd to that account, the disbursements made out of that
zccount and the balance outstanding at the end of the

Financial Year.

FREEPORT shall at all times and without any govern-
mental restriction, limitation, tax or duty (other than duties
for actual services rendered) be free to transfer in United
States dollars or other freely convertible foreign currency
any funds of FREEPORT representing its share of the Net
Proceeds or the recovery of its costs hereunder.

(/) Lhe parties acknowledge and agree that the Board of Dire-
ctors of the Operating Company shall have full rights and
responsibility to decide and determine all matters relating
to activities of Operating Company hereunder, in accordance
with the provisions of the Charter of the Operating Company.
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The parties Turther acknowledge that with respect to the sub-

sect matters which require action o be taken by the Board

of Dircctors ol the Operating Company, time will be of the
essence ; accordingly, EGSMA and FREEPORT agrec to
cause their respective Directors to act diligently on all such
matters which may be referred to then and to use their best
cfforts to reach prompt decisions.

It shall be the general policy of the Board of Directors of Ope-
rating Clompany, supported by FREEPORT and EGSMA,
to manage the affairs of Operating Company consistent with
g00d sulphur mining techniques and practices and the best

interests of the project.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PROCEEDS SHARING

The Op-rating Company shall prepare (not less than 90 davs
prior to the beginning of each seniester of cach Financial Year
following commencement of commercial production) and
furnish in writing to FREEPORT and EGSMA a fore-
cast sctting forth the total quantity of sulphur that Operating
Company estimates can be produced, saved, transported and
sold hercunder during such semester in accordance with
good mining practice. Opcratiﬁg Company shall endeavour
to produce during each semester the forecast quantity.

The royalty due to the GOVERNMENT under Article IIT
a) shall not be recoverable and shall be either : (i) Paid in
cash by Operating Company to a bank designated by EGSMA
within thirty (30) days after the end of each calendar quarter,
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or at such carlier time as may be agreed upon, in an
amount equal to seven percent (79 ) of all the Sales
Revenue recetved during such quarter or (11} at the
GOVERNMENT’s election delivered in kind at the mine
site and shall be equal to seven percent (79%) of the
total production during each calendar quarter or (i1} at the
GOVERNMENT’S clection delivered partly in cash and
partly in kind.

If the GOVERNMENT clects to take such royalty wholly
or partially in kind during any Financial Year the GOVE.-
RINMENT shall so notify Operating Company 1n writing not
less than ninety (90) days prior to the commencement of such:
Financial Year. To the extent the rovalty 1s taken in kind,
it shall be delivered cither frcm 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 in full
in respect of each calendar quarter of each Financial
Year and shall have priority and preference over any costs,
expenses, expenditures or payment.

(¢) Out of the remaining Sales Revenue (excluding the royalty)
and subject to the auditing provisions under this Agreement,
FREEPORT shall be entitled to recover the following costs

and expenses :

(i) All current Operating Expenditures incurred and

- paid after initial commercial production which for

. the-purpose of this Agreement shall mean the date
on which the first commercial shipment is made.

(ii) Exploration Expenditures, including those accumulated
prior to the commencement of commercial production,
at the rate of twenty percent (20 %) of the criginal
amount per annum.
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(m) Exploitation EXpepdnures including these accumu-
@idd PTIOE 0 Wil CualibuudcClitcitt of Cuiibii Cral
prcduction, at the rate of thirty three and one-third
percent (333 %) of the original amount per annum,

{(d) Yor the puipose of deterrning the classification of all costs,
cxpenses and expenditures for thewr recovery, the following
terms shall apply

(1) “Exploration Expendituies” shall mean all costs,
expenses and exper dltures incurred and paid for
Exploration.

(1) *“Exploitation Experditures” shall mean all costs,
expenses and expenditures incurred and paid for
Exploitation with the exeption of Operating Expen-
datures,

(1i1) “Operating  Expenditutes” shall iean all costs,
cxXpenscs and expﬁl.diturcs incurred and paid which
are : (1) made after commeraial preducticn con-
mences, (i) not pard for the acquisition of depreciable
assets, as determined in accordance with generally
accepted accounting procedures in the sulphur mining
irdustry, and (iii) not paid wholly or partly through-
loans ard consequently shall not bear any interest

under this Agrecment, ie. recovery of Orerating
Exper.ditures shall ot irclede any interest on loans
for finencing O]ieratlr:g 'Expei:dimres.

{¢) To tke xtant tlet in .:,r} Firzrciel Year, costs, expenses or
exper dHures remtfrahle puistant m paragraph (¢) (i), (i)
ard (i) precedirg ¢xcecd (ke  Sales Revenue for that
Financial Year (excluding the royalty made in respect of that

arlammeipls &
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Financial Year), the cxcess shall be carried forward for
recovery in the next succeeding Financial Year or Years until
fully recovered, but in no case after the termination of the

Agreement,

1) After the deduction of royalty payments and the recovery of
costs as provided in paragraphs (b), (c), (d) and (e) of this

.."&I't iCle VI I .

any remainder

of Sales

Revenues

shall

constitute Net Proceeds and shall be shared between EGSMA

and FREEPORT as follows

_—-"*—_-‘-"_—_—“—l—_-n__-__—_-_r

Production and Sales of Sulphur pcr
Financial Year

'I!__.__-_ aremlears . r

-

{1) First 500,000 tons.

2) Crar S00ACC vp to 75C,CC0 toms.
'3) Over 750,000 up to 1,000,000 tons.
4) Over 1,000,000 up to 1,250,000 tons.
(5) Over 1,250,000 tons.

Shares of Net

]
I

! Proceﬁds

| EGSMA | FREEPORT
519 499,
53% 47%,
369, 4407
39% 41%
619 399,

e — e

&) It 18 understood and agrced upon that the recovery of costs

and expenscs

as bascd upon the rates referred to in paragraphs

() (1) and (ii1), above, shall be allocated to each quarter
proportionately (onec fourih to each quarter). However,
any such recoverable costs and expenses not rerovered in
one quarter, as thus allocated, and any recoverable costs and

expenses under paragraph (c) (i) above, not recovered in one
quarter, shall be carried forward for recovery in the next

quartcr or cuarters.
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ARTTCEY VI
TITLE TO ASSETS

Y LGSMA shall beconme the owner of all assets acquired and
owned by FREEFEPORT n connection with the operations.
carried {out by FREEFOR'T or Operating Company 1

accordance with the following :.

| Land shall become the properiy of EGSMA as soor

as it is purchased.

% Title to fixed and movable assets shall be held by
FREEPORT and shall be transferred to EGIMA
.t such time as the cost thereof is recovered by FREI-
PORT under Article VII It is understood that title
‘o all such assets acquired through lxplontaticr:
Expenditures incurred prior to e conumencement ol
commercial production  will  be transferred  when
the full cost of all such assets has been recovered under
Article VII. Likewise, title to fixed and movable
assets representing capital additions acquired through
xploitation Expenditures imcurred  after the com-
mencement of commercial production  will be
rransferred when the full cest of all such assets has.

been fully recoverec.

The book value of the assets acquired dunng cach fuarter
of cach Financial Year shall he communicated by
FREEPORT to EGSMA or by Operating Company to
RGSMA and FREEPORT withii: thirty (30) days of the end
of cach such quarter.

(4) During the term of this Agreement and the renewal period

FGSMA, FREEPORT and Operating Conipany are entitled

to the full use of all fixed and movable assets in. connection:
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with operations hereunder in (1) the Area and (2) any other
arca approved. by EGSMA and FREEPORT and proper
accounting adjustment shall be made. FREEPORT and
LGSMA shall not dispose of the same except with agreement
of the other.

(¢) IFREEPORT may frecly import into A.R.E. for use therein
and freely export at the end of such use, machinery and equip-
ment which it either rents or Jeases in accordance with good
inc'ustry practices.

ARTICLE IX
OFFICE_ AND SERVICE OF NOTICE

FREEPOR'T shall maintain an office in the A.R.E. at which
natices shall be validly served. -

The General Manager and Deputy General Manager shalk
be cntrusted by FREEPORT with sufficient power to carry out
immediately all local written directions lawfully given to him by

the GOVERNMENT or its representatives under the terms of

this Agrcement. All lawful regulations issued or hereafter to be
issued which are applicable hereunder and net in conflict with
ihis Agreement shall apply to the dutics and activities of the
General Manager and Deputy Gencral 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 FREEPORT’s

office i A.R.E.

All matters and notices shall be deemed to be validly served
which. are dchverﬁd te the office of the Chairman of EGSMA or
which are sent to him by ma il, telex or hand delivery to EGSMA’s

main office in Cairo.
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ARTICLE X

Operating Company shall have the right and responsibility
to market and sell all sulphur prodiced hercunder to anv person
or persons outside or within the A.R.E., and Opcrating Company
shall use its best efforts to consumate all sales on the most favorable
terms and conditions as 1t may be able to obtain under market
conditions prevailing at the time in bona fide, arm’s length sales
transactions.

ARTICLE XI
CUSTOMS EXEMPTIONS

(¢) EGSMA, FREEPORT and Operating Company shall be
permitted to import and shall be exempted from custo ns
taxes and dutics and from any other Taxes and bHom the
importation rules with respect to the importation i machi-
nery, equipment, appliances, materials, itemi, m-oans of
transport and transportation (the exemption from taxes and
duties shall not apply to passengers cars), electric appliances,
air conditioners for offices and mines, electronic appliances,
computer hardware and software, as well as spare parts requi-
red for anv of these items, all subject to a duly approved
certificate by an EGSMA responsible representative nomi-
nated by EGSMA for such purpose that thf:'- imported items
are required for carrying on the activities related 'to this
Agreement. ‘

(b) }Machinery, equipment, appliances and means of transport
and transportation imported by contractors and sub-contra-
ctors temporarily engaged in an activity related to the opera-
tions subject of this Agreement shall- be cleared under the
«“Temporary Release System” (without payment of any taxes
or customs duties), ppon prescntation of a duly approved
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certificate by an EGSMA responsible representative nomina-
oA ey BOEAMA for auch noenose thnt the imnorted ttems are

required tor an activity reiated to this Agreencnt.

Items (excluding motor vehicles) set out wn paragraph (a)
of this Article imported by Contractors and sub-contractors
for the aforesaid activities, in order to be installed or used
permanently or consumed shall be subject to the cxemption
set forth in paragraph (a) of this Article after being duly certi-
fied by an EGSMA responsible representative to be used for
carrying on the activities related to this Agreement.

(¢) The employees of FREEPORT, Opcrating Company and
their contracters and subcontractors shall not be entitled to
any exemptions from custonis dutics and other ancilary taxcs
and charges except within the hmits of the provisions of the
laws and reculations applicable m the ARULE.

(d) Ttems imported into A.R.E. whetner exempt or not cxempt
from customs dutics and other ancillary taxes and charges
hereunder, may be cxported by the importing party at any
time after obtaining 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 A.R.E., after obtaining the ap-
proval of EGSMA and the Customs Department. In this
case the purchaser shall pay all applicable customs duties
and other ancillary taxes and charges according to the condi~
tion and value of such items and the customs tarifl applicable
on the date of sale, unless such items (excluding passengers
cars) have ahjéa.dy been sold to an affiliated company of
EGSMA, having the same exemption or unless title to such
items have reverted to EGSMA or the Customs Department
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In the event of any such sale under this paragraph (d), the
proceeds from such sales shall be divided in the following
mannor : FREEPORT shall be eauded to reimbuscascnt
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 anyimported itermns when, in the opinion of
EGSMA items of the same, or substantially the same kind
and quality are manufactured locally and are available for
timely purchase and delivery in the AR.E. at a price
not higher than ten (10) percent more than the cost of the
imported item before customs duties but after transportation
and Insurance costs have been added.

(f) FREEFORT, EGSMA ard their 1espective buyers shall be

~ entitled to export the culphur rcferred to in this Agrecment
no license being recuired, and chall be-exempted from any
duties, taxes, or any other imyosts in respect of the export
of sulphur hereunder, |

ARTICLE XII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGSMA, FREEFORT ard the Operating Company shall
cach maintain at their business cffices in the A.R.E. books of
account, in accordance with the Accounting Procedure in
Annex “E” ard accepted accounting practices generally used

in tte sulphvr mining industry and such other kooks and
records as may be necessary to show the activities performed
under this Agreement, including the amount and value of
all sulphur produced and sold hereunder. FREEPORT and
Operating Clompany shall keep their books of account and
accounting records in United States; Dollars. Operating
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- Company shall furnish to the GOVERNMENT or its repre-

sentative monthly renorts showir~ the amount of Sulphur

Producou 4na s aeiCunasr,  oucn reports shall be prepa-
red in the form required by the GOVERNMENT, or
its representative and shall be signed by the General Manager
or by thz Deputy General Manager or duly designated deputy,
and d:livered to the GOVERNMENT or its representative
within thirty (30) days after the cnd of the month covered in
the report.

(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.

(¢} FREEPORT shall submit toc EGSMA a Profit and Loss State-
ment for FREEPORT for the Financial Year not later than
two (2) months after the commencement of the following
Financial Year to show its net profit or loss from the opera-
tions under this Agreement for such year for the purpose of

determining the amount, if any, of ALR.E. Income Taxes

which shall be payable by EGSMA.

FREEFCRT :tall at the same time submit a year-end

Balance Sheet for tle same Fimancial Year to EGSMA. The
Balance Sheet and Financial Statcments <hall be certified by an
Egyptian certified accounting firm acceptcd by EGSMA.

ARTICLE XIIT _
RECORDS, REPORTS AND INSPECTION

(a) FREEPORT and [ or Operating Company shall prepare and,
at all times while this Agreement is in force, maintain accurate-
and currcut records of its operations 1n the Area hereunder.
FREEFORT ard/or Operating Company shall furnish the
GOVERNMENT or its representative, in conformity with
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applicable regulations or as the GOVERNMENT or its
representative may reasonably require information and data
concerniig operations under *sreenent, wcluding werio-
dic progress reports during Exploration, development and
Exploitation periods. FREEPORT and/or Operating Com-
nany will perform the functions indicated in this Article XIIT
I, accordance with their respective roles as spectfied under
this Agreement.

(6) FREEPORT 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 GOVERN-
MENT or its representative in the manner directed by the
GOVERNMENT. Allsamples (and analyses thercof) acquired
by FREEPORT and/or Operating Company for its own
purposes shall be considered available for inspection at any
reasonable time by the GOVERNMENT or i‘s representa-
tives. - Any such samples which FREEPORT has kept for a
period of twelve (12) monthis without receipt of instructions
to forward them to the GOVERNMENT or its representa-
tves or elsewhere, may be disposed of by FREEPOGRT at
its discretion. |

(¢)} Unless otherwise agreed to by EGSMA in case of exporting
any samples for analysis outside A.R.E., samples equivalent
In size and quality shall, before such exportation, be delivered
to EGSMA or retained for the benefit of EGSMA at the site
of activitics hereunder within A.R.E.

(d) Originals of records can be exported with the permission of
EGSMA ; provided, however, that such records and any
data which must te processed or analyzed outside the A.R.E.
may be exported 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.
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(¢) EGSMA, througn EGSMA’s duly authorized representatives
or emplovees, shall have the right to full and complete aceess
‘o the Arca at all reasonable umes with the right to observe
the operations being conducted and to inspect all assets, re-
cords and data kept by FREEPORT. EGSMA’s representa-
aves, 1 e};ercising its rights under the preceding sentence of
this paragraph (e), shall not interefere with FREEPOR1’s
operations. FREEPORT shall make available to EGSMA
copies of any and all data (including, but not limited
to, geological and geophysical reports, bore hole logs and
maps) in FREEPORT’s possession which relates to the Area.
All such data shall be kept strictly confidential and shall not
be divulged by EGSMA except to the GOVERNMENT,
without the written consent of FREEPORT while this
Agreement 1s . force. However, for purposes of obtaining
new offers the GOVERNMENT may show technical data

required therefor.

(f)} Following the execution of this Agreement and upon FRER-
PORT’s request, EGSMA shall make available to
FREEPORT copies of any and all data (including, but not
limited to, geological and geophysical reports, bore hole logs
and maps) 1n EGSMA’s possession which relates to the Area.
All such data shall be kept strictly confidential and shall not
be divulged by FREEPORT (except to FREEPORT"s parent
company, FREEPORT Minerals Company, in connection
with this Agreement) without the written consent of EGSMA

while this Agreement is in force.

(g) EGSMA and FREEPORT shall at all times cooperate 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 X1V
RESPONSIBILITY FOR DAMAGES

FREEPORT shall entirely and solely be responsible in law
toward third parties for any damage caused by FREEPORT’s
Exploration operations and shall indemnity the GOVERNMENT
andfor EGSMA against all damages for which they may be held

liable on account of any such operations.

ARTICLE XV
PREVENTION O LO)S5

Ogerating Company shall take zll proper measures according
to generally accepted methods in use in the mining industry, to
prevent loss or waste of sulphur above or under the ground n any
form during Exploitation operations., 1The 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 reascnably be expected to result in loss or damage to

the mine

ARTICLE XVI
RESTORATION AND POLLUTION

FREEPORT or Operating Company, as the case, may be,
shall be responsible for the reasonable restoration of the surface
of the Exploration Area, Exploitation Area and any area outside
the Exploitation Area used by FREEPORT or the Operating
Company, as the case may be, and shall be responsible for the safe
disposal of substances, the capping of wells, protection of open
pits and all necessary action to effect the shutdewn of mining ope-
rations. FREEPORT or Operating Company, as the case may be,
shall also take all reasonable measures to control and minimize
the effects of harmful pollutions and contamination to the extent
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practicably possible. The costs of all said actions shall be inclu-
ded as OUpcrating Expenditures. A reserve may be established in
the latter vears of the life of the mine tc cover the costs of all said
actions as approved by EGSMA, the charges therefor to be
included in Operating Expenditures, when anticipated revenues
during the period of such shutdown operations would be
insufficient to cover the costs thereof.

Such restoration and control shall be accomplished in 2 man-
ner consistent with good intern:tional practice in the mining
industry, giving due regard to the hcalth and safety of the public
and the nature and condition of surrounding areas, including sur-

face and groundwater resources.

ARTICLE XVII
PRIVILEGES OF GOVERNMENT REFRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the Area covered by the Agreeinent and to the
operations cerducted thereor. duch representatives mav exas
mine the books, registers ard records of EGSMA, FREEPORT
ai d Gperating Compary ard make a reasonable number of sur-
veys, drawings and tests for the purpose of enforcing the Agree-
ment. They shall, for this purpose, be entitled to make reasonable
uce of the machinery ard instruments of FREEPORT or Opera-
ting Company on the condition that ne danger or impediment to
the operations hereunder shall anse directly or indirectly from such
use, The GOVERNMENT shall indemnify and  reimburse
TREEPORT 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 FREEPORT or
Operating Company so that none of the activities shall endanger
or hinder the safety or efficiency of the operations,. FREEPORT
or Operating Company shall offer such representatives all privile-
ges ard facilities accorded to its own employees in the field and
shall provide them, free of charge, the use of reasonable office
space and of adequately furnished housing while they are in the
field for the purpose of facilitating the objectives of this Article.
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Without prejudice to Article XIIT (e}, any and all information
obtained by the GOVERNMENT or its reprcsentatives under
this Article XVII shall be kept cenfidential with respect to the

Arexn.

ARTICLE XVIII

EMPLOYMENT RIGHTS AND TRAINING CF
ARAB REPUBLIC OF EGYPT PERSONNEL

a) It 15 the desire of EGSMA and FREEPORT that operations
hereurd-r be conducted in a business-hke and efficient man-

1Cr,

1. _The expatriaie adnvnistrative,  professional  and
technical personnel emploved by FREEPORT or
Operating Company and the persennel of its contractors
for the conduct of the operations hercunder shall be
oranted a residsnce as provided for i Law No. 89 of
1960, as amended by Law No. 124 of 1980, and
Ministerial Qrder No. 280 of 1981, as amended, and
FREEPORT =zgrees that all immigration, passpert, visa
and cmployment regulaticns of the A.R.E. shall be
applicable tc all alien employecs of FREEPORT ard
Operating Company working in the A.R.E.

»

A minimum of twenty-five percent (259%,) of the combi-
ned salaries and wages paid in A.R.E. to each of the
expatriate administrative, professional and technical
crsonnel  employed by FREEPORT or Operating
Company who are residents in A.R.E. shall be paid
monthly in Egyptian currency.

() FREEPORT and Operating Company shall each select its

own employees and determine the number thereof to be used .

for operations hereunder.
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(¢) FREEPORT shall, after consultatinn 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 the sulphur mining industry.

FREEPORT and Operating Company undertake to replace
gradually their nonexecutive expatriate stafls by qualified

nationals as they are available.

(d) During the period when FREEPORT is conducting Explora-
tion operations FREEPOR'T shall give a mutually agreed

number of EGSMA employees an opportunity to attend and
participate in FREEPORT"s and FREEPORT’s Affiliated

Companies’ training Pprograms relating to Exploration and
Exploitation operations. Lhe costs of such programs, inclu-
ding the costs of EGSMA’s employees in attending, shal' be
treated as Exploration Expenditures.

ARTICLE XIX

1.AWS AND REGULATIONS

(a) FREEPORT and Operating Company shall be subject to
Law No. 86 of 1956 and the rcgulations issued for the
implementation thercod, including the regulations for the
safe and efficient performance of operations carried out under
this Agreement and for the conservation of the mineral
resources of the A.R.E. provided that no regulations,
medification or interpretation thereof shall be contrary to or
inconsistent with the provisions of this Agreement.

(b)) FREEPORT and Operating Company shall be exempted
from all taxes, except as provided in Article III paragraph
(e) for A.R.E. Income Taxes, with respect to the extracting,
producing, storing, c¢xporting or transporting of sulphur
hereunder. FREEPORT and EGSMA shall be exempted
from any tax on capital including any tax on real property.
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(¢) The nghts and obligations of EGSMA and FREEPORT
under, and for the cflective toi... . 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 all of the contracting parties.

(d) The contractors of FREEPORT and Operating Company
shall be subject to the provisions of this Agreement which
aftect them., Insofar as all regulations which are duly issued
by the GOVERNMENT apply from time to time and are
not in accordance with the provisions of this Agreement such

regulations shall not apply to FREEPORT and its contractors,

(¢) EGSMA, FREEPORT, Operating Company and their
contractors shall for the purposes of this Agreement be cxem-
pted from all professional stamp duties imposed by syndical
laws with respect to their documents and activities hereunder.

ARTICLE XX
RIGHT OF REQUISITION

(@) In case of national émergency due to war or imminent
expectation of war or internal causes, the GOVERNMENT
may requisition all or part of the production from the Area
obtained hereunder and require Operating Company to
increase such production to the utmost possible maximum.
The GOVERNMENT may also requisition the mine itself

and, 1f necessary, related facilitias.

(6) In any such case, such requisition shall not be eflected except
after inviting EGSMA and FREEPORT or their representa-
tive by registered letter, with acknowledgement of receipt,
to express their views with respect to such requisition.

(¢) The requisition of production shall be effected by Ministerial
Order. Any requisition of the mine itself, or any related

facilities shall be effected by a Presidential Decree duly noti-
fied to EGSMA and FREEPORT.
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(d) In the cvent of any requisition as provided above, the
GOVERNMENT shall indemnity in full EGSMA and
FREEPORT for the period during which the requisition is

maintained,

However, any damage resulting from enemy attack is not
within the meaning of this sub-paragraph (d). Payment hereun-
der shall be made to FREEPORT in U.S. Dollars remittable
abroad. The amount paid to FREEPORT for sulphur taken
shall be equal to the fair market value thereot.

ARTICLE XXI

ASSIGNMENT

(@) Neither EGSMA nor FREEPORT mayv assign to any person,
firm or corporation not a party hereto, any of 1ts rights, privi-
leges, duties or obligations under this Agreement without the
written consent of the GOVERNMENT, which consent
shall not be unreasonably withheld.

() To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled :

1. The obligation of the assignor deriving from this
Agreement must have been duly fulfilled as of the date

such request 1s made.

2. The instrument of assignment must include provisions
stating precisely that the assignee is bound by all cove-
nants contained in this Agreement and any modifications
or additions in writing that up to such time may have
been made. A draft of such instrument of assignment
shall be submitted to EGSMA for review and approval
before being formally executed.
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(¢) Any assignment made pursuant 1o the prowvisions of this
Article shall be frce of any trzrder or related taxes, charges

or fees.

(d) In the event that the .assigror shall retain any interest under
this Agrecment, the assignor chall, together with the assignec,
be jointly and severally lLiable for all of their duties and obh-

gations hercunder.

ARTICLE XXII
BREACEH OF AGREEMENT AND POWER TO CANCEL

(¢) The GOVERNMENT shall have the right to cancel this
Agrecement by Presidential Decree with respect to FREL-
PORT 1n anv of the following mstances :

1. If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material conside-
ration for the execution of this Agreement ;

2. If it assigns any interest hercunder contrary to provisions
of Article XXI hercof ;

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

4. I 1t does not comply with any final decision reached as
the result of court or arbitration proceedings conducted
under Article XXIV ; |

5. If it intentionally extracts any mineral other than
sulphur authorized by this Agreement or without the
authority of the GOVERNMENT, except such extra-
ction as may be unavoidable as the result of operations
conducted hereunder in accordance with accepted
mining industry practice and which shall be notified to
the GOVERNMENT cor its representative as soon as
possible ; or
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6. If it commits any material breach of this Agreement,
or of the provisions of Law No. 86 of 1956 which are not
expressly contradicted by the provisions of this Agree-
ment. Such cancellation shall take place without preju-
dice to any rights which may have accrued to the
GOVERNMENT against FREEPORT in accordance

with the provisions of this Agreement.

(b)) If the GOVERNMENT deems that one of the aforesaid
causes (other than a force majeure cause referred to in Article
X X111 hereof) exists to cancel this Agreement, the GOVERN-
MENT shall give FREEPORT ninety (G0) days’ written notice
personally served on FREEPOR1’s General Manager 1 the
legally official manner and receipt of which 1s acknowledﬂed
by him or by his legal agents, to remedy and remove sich
cause, but, if for any reason suchi service is impossible duc to
unnotified change of address, publication in the Official jour-
nal of the GOVERNMENT of such notice shall be considered
as validly served upon FREEPORT. If at the end of the
said ninety (90) days notice period such cause has not been
remedied and removed, this Agreement may be cancelied
forthwith by Presidential Decree as afo:g‘esaid.

(¢) FREEPORT may during or at the end of the Exploration
* Period surrender its rights under this Agrecment in the manner
provided for in Article IV and subject to the terms thereol.
In addition, at any time after the establishment of a Commer-
cial Discovery, whether before or after the commencement
of commercial production, and without pre_]ud.ll,e to Article
III. C., FREEPORT may surrender its rights under this
Agreement 1f FREEPORT reasonably judges the pl‘(}_]ﬁct to be
uneconomic, and provided that FREEPORT has complied
with Article III.C., by so notifying EGSMA in wntmg
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at least mincty (90} days in advuuce. FRELPORT  will
surrender all its right, title and Interest in the project, inclu-
ding a sulphur mine or mines, as of the date of such surrender
and will hold EGSMA and/or the Government harmless from
any and all claims, suits, actions cr judgments of third par-
ties, and from any losses resulting from failure of FREEPORT
to comply with. Article I11. (¢), relating to or in connection
with such surrender, whether arising before or afier the’ date
of surrender, if baserd on events or cccurrences hereunder

prior to such date of surrender.

Provided further that FREEPORT shall have compiied 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 terrmnated upon such surrénder.

ARTICLE XXIII

FORCE MAJEURE

(¢) The noun-performance or delay in performance by EGSMA
and FREEPORT, or either of them, of any obligation under
this Agreement shall be excused if, and to the extent that
such non-performance or delay 1s caused by force majeure.
The period cf any such non-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 to the time given in this Agreement for the perfor-
mance of such obligation and for the performance of any
obligation dependent thereon and, if appropriate, to the term
of this Agreement, but only with respect to the part of the

Arca affected by such force majeure.

(6) “Force Majcure™” within the meaning of this Article XXITI
shall mclude, but not be limited to, any law, order, regulation,
directive, action, inaction or delay of the GOV ERNMENT

of the ARAB REPUBLIC OF EGYPT, or any agency thereof,
with respect t¢c EGSMA or FREFPORT or the Government
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of the United States, of America, ¢r eny agency thereod, with
respect to FREEPORT, or any act of God, insurrection, riot,
war, strike or other labor disturbance, fires, floods and other
natural disasters, explosion, umnbargo, hlockade, cuarantne,
or any other cause not due to the fault or ncgligerce of the
party invoking force majeure, whether or not similar to the
forcgoing, and provided further that any such cause 15 bevond
the reasonable control of the party invoking force majeure.

ARTICLE XX1V

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 ard the parties shall be
referred to the jurisdiction of the competent A.R.E. Courts
and shall be finally settled by such Courts. '

(b)) Any dispute, controversy or claim arising out of ar relating
to this Agrecment, or breach, termination or imvalidity
thereof between FREEPORT and EGSMA shall be settled
by arbitration in accordance with the Arbitration Rules of
the Regional Center for Commercial Arbitration - Cairo
(“the Centre”) in effect on the date of this Agreemcnt. The
.ward of the arbitrators shall be final, binding cn the parties
and subject to no appeal.

(¢) The Avhitration tribunal shall be coniposed of three arbitra-
1OTS.

(d) Fach party shall appoint onc arbitrator. If, within thirty
davs after receipt of the claimant’s 1rotification of the appoint-
ment of an arbitrator the respondent has not votified the
Jlaimant in writing of the name of the arbitrator he appoints,
the claimant may request “the Centre” to appoint the second
arbitrator.
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(¢) The two arbitrators thus sppointed shall choose the third

arbitrator who will act as the presiding arbiirator of the
rribunal.  If within thirty days afier the appointment of the
cecond arbiirator, the two arbitrarors have not agrecd upon
the choice of the presiding arbitrator, then etther party may
request the Sceretary (e neral of the Permancnt UGourt
of Arbitration at the rlague to appoint the presiding arbitra-
tor in the same way as a sole arbitrator would be app nointed

arder Article 6.3 of the UNCITRAL Arbitration Rules.
The presidirg arbitrator shall be a person of a nationaltty
other than A.R.E., or U.S.A. ard of & country which has diplo-
matic relations with both A.R.E. and U.S.A. and who shall
have no economic interest in the Sulphur business cof the

signatories hereto.

(t) The arbitration procecdings including the muking of the
award, shall take place in Cairo.

(g) Egyptian Law shall apply to the dispute except that in the
event of any conflict between Egyptian Laws and this Agrce-
ment (including the arbitration clause), the provisions of

this Agrcement shall govern.

(k) Perding the award, the operations and activities hereunder

shall not be discontinued.

(z) 'The prov isiocns of this Agreement relating to Arbitration shall

~ontinue in force not withstanding the termination of this

Agreement.

The award rendered may be cntered in any court having
jurisdiction and application may be made in such court for
a judicial acceptance of the award or an order of enforcement,

(]

as the case may be.




NAAY diw 4 % (3 iﬁ) _,J(:.u "’V sl 3._;%..,_,31 8 ) 4 4

L. il

il e ——_.

el —

;__,’r‘f-‘ -,.,)J l_.«_.‘.iﬂ ,u-uﬁ,':’:..” '.F‘ .':3-1 t.__.i...-.._.......-....h }J} u4 .__,ﬂ-—-l-ui LEH _)-LIJ ]..'H (ﬂ)
u._..ilf'-)l_.-l‘ J§ L)\ UJ" QLB‘_}J 4.%4,“_5 ;._.:J‘,J 5 ol cL...ch t_)j.{«\l‘
U/‘}Y‘ jlulﬂ.’vl ﬂ'-LGJ ‘}*M __9“ CF L...H: Lfb ;__,.LJLI::.U__E} LJLQM?;J‘}
J&‘}ﬂj L_.p_._ v.-\s:?r_..“ d’j‘-’” l@..s M .@'}U::. ji Lﬁng.vl _gT lﬁ.:

o Syl

((O9piadly doatdt 82111 )
B LW I s

i_fgdl 4okl S ity Dbl IVl Clad s Gl ()

o ¢ Aol dulal g 3 dh A3EY oda 8 Dy g b

C.L_g U'“ 6> & 151 ul:.q:gh,,'ﬁﬂ 8As  di O Samm Y &l T_,gﬂ.“ _
. u.aL.aJ' JJJ 3 L:‘j..aﬁ 45;..: o d.:al:'s-_..ii 45‘_,.#
Gla Lood 3y 8 el G OUCH (18 g 3 i ()
L__g.-..:’:.“y“ﬂ Lg...‘....,....u 1.' -«k.__.c.c:j l,s_,.:a.....ﬂ.-; _fﬁ‘ Lgi_u.-..-..-cuu j{i Lj‘j&i.fl.l‘ l@* i.:f'!
O ja—zm Vs oo lenflle Gaims Ll UL RAGIPR- NN
LGLQSFL‘ EJJC?-JL] Q.:JJJL-JJE JIMTJ c,-.@...ufi ( éfﬂic) UL»-‘) ‘_5_9‘ by
#é*##c (_55 L__a..” g_JL_,,..S"“ )U l,gm%" _;,_5._'5-'1 Y L:.S C)l.:z-.” (_59
(_g_,b-i‘l..sf.a L;T;TJLU U"TJ("G“AUJ“'W'N c:JC..‘.a:;JYj
.J_,sl.a.” f'l-(”j U""'L" ot ‘-")J:’..Js uﬂ-*’.ﬂ "&"(""E L59 Sl ol
¢ WAy NaAY L Yoq 3,
( 09 pasdis dsallI E0101)
Lles dzgluall oglly gt 9) sl
ul_a_ Ls olel ,a
r;gf\.:fi 3.-.3.___,.33 g,m._,l;_,.,..ff Catales ux:l::-.-l| Q@J_gua.ﬂ :ibsjl_fﬁl el (T)
. l:Jj:: s AL r-‘.'ss)ﬂ E?__,J_g )Lu,usjl C_a ZS Y



40 1AAV diw ad g 13 () K YV 2 — e N By )]

—— S

(k)

(b)

ke — e e - H = e — s, . parp——

FREEPORT and EGSMA agrce that if for whatever reason
arbitration in accordance with the above procedure cannot
take place, then all disputes controversies or claims arising
out of or relating to this Agrcement or the breach, termina-

tion or invalidity thereof shall be settled by arbitration 1n
accordance with the UNCGITRAL Rules.

ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of
FGSMA. and FREEPORT hereunder shall be several and
not joint or collective, it being understood that this Agree-
ment shall not be construed as constituting an association or
corporation or partnership.

FREEPORT shall be subject to the laws of the place where
it is incorporated regarding its legal status or creation, organ-
ization, charter and by laws, shareholding, and ownership.
FREEPORT’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 inthe
A R.E FREEPORT shall be exempted from the application
of Law No. 159 of 1981, as amended.

ARTICLE XXVI
1.OCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

FREEPORT or Operating Company, as the éase_ may be,

and their contractors shall :

(¢) Give priority to local contractors as long as their prices and

performance are comparable with international prices and
performance.
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(h, Give preference 10 locally manufactuwred material, cquipmient
machinery and conswumables so long as their quality and time
of delivery are comparable to internationally available
materials, cquipment machinery and consumables. Towever,
such material, machinery a1d consumables may bc importecd
for operations conducted hercunder if the local price (taking
into account transportation, handling and insurance costs)
of such jtems at FREEPORT’s or Operating Company’s
operating base in A.R.L. is more than ten percent (10%)
higher than the price of such imported items before customs
duties, but after (ransportation ar d insurance costs have been

added.

ARTICLE XXVII
'SUPPLY OF NATURAL GAS

[t is expressly acknowledged by the partics that the technmical
feasibility and comimercial advisability of developiu g a sulphuw
mine or mings, as conteneplated by this Agreement, will depentd
upon thc ability of ¥ REEPORT and EGSMA to obtain a com-
mitment for a reliable long term supply of natural gas to th:e project
in quantities and at a delivercd price which will permit successtul
commercial ard cconomic development and operation ol the
project. FREEPOR'T ard EGSMA will cooperate fully and use
their best eforts to obtain such a supply of natural gas on the most
favorable commercial ard economic terms possible. If EGSMA
ar.d FREEPORT are unable to obtain a supply of the necessary
quantity of natural gas delivered to a point within fifty (50) kilo-
meters of the sulphur mine site at a price which is equal to the
equivalent non-subsidizcd delivered fuel oil price, as defined below,
such inability shall be treated as an event of force majeure under
Article XXI1I for so long as it persists, aﬂd EGSMA" and FREE-
PORT shall continue to confer and use their best efforts to obtain
such a supply of natural gas. |
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The “equivalent non-subsidized delivercd fuel eil price” shall
nean, on an equivalent Bl U basis, a value in U.S. Dollars per
qetric ton of fuel oil calculated by refaring to Platt’s (hlgram
Price Report during a month under the heading “European Bulk
Cargoes F.O.B. Mediterranean Basis Italy’’ and averaging 2\
(he sum of the mid-points of the published low and high values
for high sulphur 3.5% fucl o1l quatcd during such month divided
by the number of days in such month for which such values werce
quoted, B) the sum of the midpoints of the published low and
high values for low sulphur (1%,) fuel oil quoted during such
month divided by the number of days of such month for which
such values were quoted.  If due to suspension or discontmuance
of publication of Platt’s Oilgram Price Report, or changes 1n the
price reporting lformat therein or for any otlier reason, the values
roferred to above cannot be determined from such publication,
the parties shall confer in good faith toward agreeing on the best

reasonable means of determining such values, it being the inten-

tion of the parties in such event to establish an alternative method
of determining the cquivalent non-subsidized delivered fuel oil

price which yicldsaresult as close as possible to the above method.

Without prejudice to the foregoing provisions of this Article
XXVII if an EGPC trunkline or other source of natural gas 1s
located within fifty (50) kilometers of the sulphur mine site,

FREEPORT will construct or cause to be constructed a pipeline

from such source to the mine site, the cost thereof to be included
in Exploitation Expenditures.



VAAY *‘L--" d‘- 2\ d ( ) -F(A YV Al — H.LHJ” n'bf-’:jl Vo

—— el - — bl

P

N - — g bl Tl sl . s - gk il -

(( Oaraalty asld) 20l0) )

syt

A—— sl S il —

R P e - o W L R s
sl oM LIVl dls 2 6T el B by Ao b a4 4y gger (,Sl:u
o SN A g madls Al I EEN ol W 00 B 4d Oy oK
"‘_}3_3"\;‘_9 Sl B 5 o)} ol badd 0550 (go-xiNla o W) reaiil oa A5 Pl
o a3l
( O3 rerly daanwld) 80111 )

4:_.4!.93)!] i&tf“ia MP Jl&:ﬁ‘.

U;)JJ\#)MQ? ‘_9,1..L~ 163“)19\ AG}MMMMJ aMQjLY
C.;_,:;‘ "L.n.\.__gl‘ ;_9_):..'}_3 Jq‘_..” _,r..?.} g_,_,.__:a-.:..& ( C an ) 2 'La..-.aau ul.g.:g“
Ll (2 w0 ple Ol 548 Jo 5 sty oA P a3l sl e

Ll i 5o o GLEY w35 sy W s s 0 85 8T o5
IR

L...J'J‘ s 2?.).944?

Pl

Loand) Sley ally Ao J gl dolall Lt & ol Ayl

L g

Srall s XU ) p 485 8

. L...al#r



*'s,,.*\. V4AY 4w A g *\d(.haa).,f( YV:J,-JI___ JURXY

 EEE—— - ... et - ——

ARTICLE XXVI1]
ARAEIC TEXT

T'he Arabic version of this Agreement sirall, before the courts
of A.R.E., be referred to in construing or interpreting this Agre-
ement ; provided, however, that in any arb:tration pursuant to
Article XXIV herein above between EGSMA and FREEPOR'T
the English and Arabic versions 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 bz binding upon any of the partes
hercto unlesx and uatil a law 1s 1ssued IJ thf conbetent authori-
ties of the AR E. authorizing the Minister of l’etlolcum and Mue-
ral Resources to siga said ’-\ﬂ'mc nznt and oiving this Agreement
full force and effect of law nohwtlul.auchmr any muntewmlmff
governmental enactment, and the Afr:ec_meni is signed by Ulc

GOVERNMENT, EGSMA and FREEPORT.

ARAB REPUBLIC OF EGYPT
BY

EGYPTIAN GEOLOGICAL SURVEY
AND MINING AUTHORITY

BY :
FREEPORT EGYPTIAN SULPHUR COMPANY

BY .
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ANNEX “A”
DESCRIPTION OF THE AREA

The area is delincated by lines connecting the points A,B,C,
and D. Commencing at a point (A) which 1s located 2 (two)
kilometers due north of the intersection of longitude 33 degrees
49 minutes east and the low water mark on the Mediterranean
coast near the town of El Arish, thence, south along longitude 33
degrees 49minutes east to the point (B) where such longitude inter-
sects latitude 31 degrees 00 minutes north thence east along lati-
tude 31 degrees 00 minutes north to the point () where such line
intersects the international boundary ; thence, 1n a northwesterly
line along the international boundary to a point (D) two (2)
kilometers beyond the point at which such boundary intersects
the low water mark on the Mediterrancan coast ; thence, 1n a
southwesterly direction parallel to and two (2) kilemeters offshore
from the low water mark of the Mediterranean coast to the POIN

(A) of beginning.
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ANNEX «(C>*

LETTER OF GUARANTY NO. CAIRO,

THE EGYPTIAN GLOLOGICAL SURVEY AND MINING
AUTHORITY

Gentlemen

The Undersigned, The National Bank of Egypt, Cairo, as
Guarantor, hereby guarantees to the EGYPTIAN GEOLO-
GICAL SURVEY AND MINING AUTHORITY (hereinafter
referred to as “EGSMA”) te the limit of One (1) Million Dollars
in U.S. currency the performance by FREEPORT EGYPTIAN
SULPHUR COMPANY (hereinafter referred to as “FREEPORT”)
of 1ts obligations required for exploration operations to spend a
minimum of One (1) Million U.S. Dollars durinz the initial two
'2) years of the ecxploration period . under Article IV of  that
certain Concession Agreement (hereinafter referred to as the “Agre-
ement”’) covering that Area described in Annexes “A” and B’ of
sald Agreement, by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to as “A.R.E.’), EGSMA and
FREEPORT, dated , 198

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 (1) Million U.S. Dollars by the
amount of money expended by FREEPORT for such exploration.
operations during each.such quarter. Each such reduction shall

be established by the joint written statement of EGSMA and
FREEPORT

In the event of a claim by EGSMA of non-performance or
surrender of the Aqreemcnt on the part of FREEPORT prior to
fulfillment of said minimum expenditure obligation under Article
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Guarantor for payment to EGSMA unless and until such hability

has been established by written statement of EGSMA scttin g forth
the amount due under the Agreement.

It is a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become available only
‘provided that the Guarantor will have been informed in Wwriting
by FREEPORT and EGSMA that the Agreement between
FREEPORT, A.R.E. and EGSMA has become effective according

fo its terms, and said Guaranty shall become effective on the
Effective Date of said Agreement. ’

(@) Two (2) years and six (6) months after the date it
- becomes. effective. or | '

(b)) Atsuch time as the total of the amounts shown on

quarterly joint statements of EGSMA and FREEPORT

equals or exceeds the amount of sald minimum expendi-
ture obligations, whichever is earlier.

(3) Consequently, any claim in respect thereof should be
made to the Guarantor prior to either of said expiration dates at

the latest, accompanied by EGSMA’s written statement setting

forth the amount of under expenditure deficiency by FREEPORT
to the eflect that ; '

obligations referred to in this Guaranty, and

(6) FREEPORT has failed to pay the expenditure deficiency
to EGSMA.

jor

Accountant Manager
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ANNEX ¢D”

CHARTER OF
SINAI SULPHUR COMPANY

ARTICLE 1

A joint stock company having the nationality of the Arab
Republic of Egypt shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of the Agree-
ment referred to below and of this Charter.

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

ARTICLLE 11

The name of the Company is “SINAI SULPHUR COM-
PANY?”, abbreviated as “SISCO”.

ARTICLE I11.
The Head Office of SISCO shall be in the A.R.E. in Cairo.

ARTICLE 1V

The object of SISCO is to act as the agency through which the
Egyptian Geological Survey and Mining Authority (“EGSMA”’)
and FREEPORT Egyptian Sulphur Company (“FREEPORT”)
carry cut and conduct the Development, Exploitation and
Marketing operations required in accordance with the Provi sions
of the Agreement signed on the - day of - ;
198—— by and among the Arab Republic of Egypt,
EGSMA and FREEPORT covering sulphur opérations in -the
North Sinai Area described therein.

SISCO shall also be the agent to carry out and conduct
Iixploration operations after the date of Commercial Discovery

pursuant to FREEPORT’s Exploration work programs and
budgets approved in accordance with the Agrcement.
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CTHOOD thaa sech wocouirt of alt costs, expenses and expendi-
tures for such operations under the terms of the Agreement and
Annex. “E” thereto.

" SISCO shall not engage in any business or undertake any

ictin;iﬁt}f beyond the performance of said operations unless other-
wise agreed upon by EGSMA and FREEPORT and approved by
the Minister of Petroleum and Mineral Resources.

ARTICLE V

4. The authorized capital of SISCO is twenty thousand
Egypﬂan pounds divided into five thousand shares of common
stock with a value of four Egyptian Pounds per share having
éqﬁﬁI voting rights, fully paid and non-assessable.

- ESMA and FREEPORT shall cach pay for, hold and own,
throughout the life of SISCO referred to above, one-half (1/2) of
the capital stock of SISCO provided that only in the event that
either party should transfer or asign its ownership interest i the
entirety of the Agreement, may such transferring or assigning party
transfer or assign any of the capital stock of SISCO and, in that
cvent, such transferring or assigning party (and its successors and
assigns) must transfer and assign a stock interest in SISCO equal

to the transferred or assigned ownership interest in the entirety of
the sald” Agreement.

ARTICLE VI

~ SISCO shall not own any right, title, interest or cstate in or
under the Agreement or any Exploitation lease created thercunder
or ip any of the Sulphur produced from any exploration block or
Exploitation lease area thereunder or in any of the assets, equip-
ment or other property obtained or used in connection therewith,
and shall not be obligated as a principal for the financing or pertor-
mance-.of any of.the duties or obligations of etther EGSMA
or FREEPOKT . under- the Agreé'n';‘ént.' "SISCO shall not make
any’ profit from any source whatever.
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ARTICLE VYir

SISCO shall be no more than an agent for EGSMA and
FREEPORT. Whenever it is indicated herein that SISCO shall
decide, take action or make a proposal and the like, it is unders-
tood that such decision or judgment is the result of the decision or
judgrient of EGSMA and FREEPORT, as may be required by

the Agreement.

ARTICLE VIII

SISCO shall have a Board of Directors consisting of six (0)
members, three (3) of whom shall be designated by EGSMA and
the other three (3) by FREEPORT. The Chairman shall be
designated by EGSMA and shall also be a Managing Director.
FREEPORT shall designate the General-Manager who shall also
be a Managing Dircctor. 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

Financiai 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 mee-
tings must have the aflirmative vote of four (4) or more of the Dire-
ctors ; provided, however, that any Director may be represented
and vote by proxy held by another Director. The Board of Dire-
ctors may also, in lieu of a meeting, take such action by the unani- -
mous consent in writing signed by-each of the six (6) Directors.
The Board of Directors shall not unreasonably withhold approval

of 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 1f a majo-
rity of the capital stock of SISCO is represented thereat.
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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 SISCO
employed directly [by SISCO and not assigned thereto by
FREEPORT and EGSMA.

The Board sliall, in due course, draw up the By-Laws of
SISCO and such By-Laws shall be effective upon being approved
by the Shareholders, in 2ccordance with the provisions of

ARTICLE X hereot.

ARTICLE XII

SISCO shall come into existence thirty (30) days after the
date of Commercial Discovery as provided for in the Agreement.

The duration of SISCO shall be for a period cqual to the
duration of the said Agreement, including any renewal thereof.

The duration of SISCO shall terminate if the Agreement
referred to above is terminated for any reason as provided for

therein.

THE EGYPTIAN GEOLOGICAL SURVEY AND MI-
NING AUTHORITY

BY : |
FREEPORT EGYPTIAN SULPHUR COMPANY
BY
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ANNEX “E”

ACCOUNTING PROCEDURE

ARTICLE 1
GENERAL PROVISIONS

1. The Accounting Procedure relates to
(@} FREEPORT’s operations under the Agreement.

() Operating Company’s operations under the Agreement.

The definitions contained in Article I of the Conces-
ston Agreement shall apply to this Accounting Procedure

~ and have the same meaning. “Agrcement” means
the Concession Agreement of which this Annex is a part.

Statements of Activity ;

() FREEPORT shall, pmsuant to Article IV of the Agrec-
ment, render to EGSMA within Twenty (20) days of
the end of each Calender Quarter a Statement of Explo-
ration Activity reflecting all charges and credits rclated
to the Exploration operations for that Quarter summari-
zed by appropriate classifications indicative of the nature
thereof.

(6) Operating Company shall render to EGSMA and FREE-
PORT within fifteen (15) days of the end of each Calen-
der quarter a Statement of Exploration and Exploitation
Activity reflecting all charges and credits related to the
Exploration and Exploitation operations for that quarter
summarized by appropriate classifications indicative of
the nature thereof cxcept that unusual charges and

credits sha]] be detailed.

| g

"

Adjustments and; Audits :
(@) Each Statement of Exploration Activity by FREEPORT

shall conclusively be presumed to be true and correct
after three (3) months following the receipt of such state-
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ment by EGoive. wiliess v tie said tucs 2} monti
period EGSMA takes written cxception thereto pursuant
to Article IV (f) of the Agrecment. Duting said three (3)
nmonth period supporting documents will be available
for inspection by EGSMA during all working hours. )

() All Statements of Expleration and Exploitation Activity
by Operating Company for any Calender Quarter
shall conclusively be presumed to he true ard correct
three (3) months following the receipt of such statement
nnless within the said three (3) months pericd EGSMA
or FREFPORT takes written ¢xception thereto.

4. Currency Exchange :

FREEPORT’s books for Exploration and Operating Com-
nanv’s books for isploitation and Exploration, if any, shall be kept
‘n the A.R.E. in U.S. Dollars. All U.S. Dollar experditures shall
be charged in the amount expended. Al Egyptian Pound expen--
‘ditures shall be translated to U.S, Dollars at the average rate ob-
tained by FREEPORT or Operating Company in foreign exchan-
ge 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 buying on the
first day of the month in which expenditures are recorded, ana all
other non-U.S. Dollar expcndltmes chall be translated to U.S.
Dollars at the buying rate of exchange for such cwrrency as
quoted by Natlona] Westminister Bank Limited, London, at 10:30
a.m. G.M.T.,on the first day of the month in which expcndlturcs
arc recorded. Arecord shall be kept of the exchangé rates used
in translating Egyptian Pourds or other nen-U.S. Dollar expendi-
tures to U.S. Dollars. |
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5. rrecedence of  wocunicngs o

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 provi-

sions of the Agreement shall prevail. In the absence of any provi-
sion 1n the Agreement, all accountng pmcedurm are to be

in accordance with gencr ally accepted accounting principles gene-
rally used in the sulphur niining industrv.

6. Revision of Accounting Procedure :

By mutual agreement between EGSMA arnd FREEPORT,
ihis_Accounting procedure may be revised frcm time to time in
the light of future arrangements.

ARTICLE I
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, FREEPORT
shall, directly or through Operdting 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,
Explomtation and Operating activities according to- sound and
practicable accounting methods, on a cash basis unless otherwise
stated in this Agreement, and treated in accordance with Article

VII of the Agreement.

1. Surface Rights : -

All cost attributable to the acquisition, renewal or relinquish-
ment of surface rights acquired and malntamed in force for the

Area.
2. Labor and Related Costs

(a) Salaries and Wages of FREEPORT or Ogerating Coms-
pany’s employees, as the case may be, directly engaged
in the various activities under the Agreemcnt including’
salaries and wages paid to geologists and other emplo-
yees who are temporarily assigned to and employed in
such activities. Such salaries and wages to be certified
bv a certified public accounting firm.



PR
o LL:JJL A ) dSIJ\ _9\ u_)_}-’ff-h-;u -

,}13(1) 5 adll s u"-”‘J-'“ TS L ke 42kl Jd\j.a.]l Db 35 s
aa x - 4o ol dan ) ;JLJ PRy "\..'\_5 ‘__,;:L..}JU
o s it O SNy Ol LY ol U s 8 L

ﬁJ‘ PGS iy Cedl B I e alell LI
B e 35T (s ) lp dilacll Iy Oy A 3,40 4 gl
v lgs oG A Olledll 45U APTIURFRFIN

AS 'ﬂ-\.—“ sl ¢ T'ﬂ;;—* M - Cy\m;m mb;ﬂ‘ ‘_;\a.bf.u L‘_qu: (;__a)
I-\_,alajx.\ Nsr JBs A G K aJ.q“ C_n\ B GG |
4A_h‘_).e_il"ﬂﬂﬁdj.m WPPRL c}d ad.pﬁ.\l\ag_,:b.‘;!\

g5 gn Leoelul; s S5l 4 o1 Dbs s b olEddl
o (o) VWA Y ol Ll
ol gl oY ol b ic bl S5 s of oladdl as (.9.)
o DLl GG e g5 A Resll Sledl o L2040
o« ezl Ol
SO R T PR IV I STR e
AU RERPE IR AT RWIE ‘_,el__ha*ﬂ Jually oI

b s “’JL«" OS5 3 J_P-N‘ Je ‘_,J:u B de 4 ,.el_,J il vlg
d_’”ﬂj l__,a...b 4.44::-;_‘] du\_@ ﬂg{ﬁ, C,JU f‘ "l>U (5*"-7-‘)“ -L.-#:” J_,b:l qg Ll
f{-ifiE L::'-E Ju,j'l



LYo NaAY e g N A (2) 5K YV 2l - de B )

e

Reaconahle raviziang of T unid ages ShictL
be effected to take into account changes in Freeport’s or
Operating Company’s  policies and amendments of
Laws applicable to salarie;. For the purpose of this
paragraph 2, salaries and wages shall mean the assessible
amounts for A.R.E. Income Taxcs, including the sala-

ries during vacations and sick leaves.

All related costs during the Exploration Period walch
re in accordance with FREEPORT’s established
international policies, and all related costs which arc
in accordance with the established policies of the

Operating Company upon its formation.

(b)) For expatriatc employees temporarily assigned to the
AR.E. all allowances, costs of established plans and
all travel relocation costs for such expatriate as paid 1n
accordance with FREEPORT’s internationa! policies.
Such costs shall not include any administrative overhead

other than what is mentioned in Article II (11B).

(¢) Costs of expenditure or contributions made pursuant
to law or assessment imposed by governmental autho-
rity which are applicable to laber cost of salaries and
wages.

3. Benefits, allowances and related costs of national employees :

Bonuses, m_rciitimc,- 'pustomary allowanées and b_c_neﬁts:
Severance pay will be charged at a fixed rate applied to payrells '_gvhi‘ch
will equal an amount which will not exceed the maxiruni liabis
lity of severance payment as required under the A.R.E. labor Law.
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4. Material :

Material, equipment and supplies, including fuel, purchased
or furnished as such by FREEPORT or Operating Company.

(A) Purchases :

Material, equipment and supplies purchased shall
be at price paid by FREEPORT or Operating Gompany
plus any related cost actually incurred and after dedu-
ction of all discounts actually received.

(5) Material Furnished by FREEPORT :

Material required for operations shall be purchased
directly whenever practicable, except that I REEPOR'T
may furnish such material from FREEPORT's affiliates
stocks outside the A.RE. under the following conditions:

1. New Material (Condition “A™} :

New material transferred from FREEPOR11’s affi-
liate. warehouse or other properties shall be priced
at current replacement value, provided that the cost
of material supplied is no higher than international
prices for material of similar quality supplied on similar
terms,prevailing at the time such material was supplied.

7. Used Material (Conditions “B” and “G”) :

(¢) Material which is 1n sound and serviceable
condition and is suitable for re-use without
reconditioning shall be classed as GCondition
«B” and priced at seventy-five percent (75%)

of the price of new material.
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) waaienal woich carnol oe cassihed as Condi-
ticn ‘“B”’ but which is serviceable for original
function but substantially not switable without
reconditioning, shall be classed as condition
“C” and priced at fifty percent (509) of the
price of new material.

(¢) Matenal which cannot be classified as Condi-
tion “B” or Conditicn “C” shall be priced at
a value commensurate with its use.

(d) Tanks, buildings ard other equipment invol-
ving erection costs shall be charged at appli-
cable percentage of kuncckeddown rcw price.

(C) Warranty of Matenals fuernisked by FREEFORT

FREEPORT does not warrant the material furnished
beyond or back of the dealer’s or manufacturer’s gua-
ranty ; and 1 case of defective matenal, credit shall
not be recorded until adjustment has been received by
FREEFORT from manufacturers or their agents. .

Transpcrtaticn ard Euvsiness Travel Costs 3

(4)" Trenspertaticn of e¢quipment, materials and" supplies
necessary to the conduct of FREEPORT’s or Operating
Company’s activities under the Agreement.

(B) Dusiness Travel arnd Transportation expenses to the ex-
tent covered by established policies of FREEPORT.
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0. DCIVICES |
(4) Third Party Services :

The costs of contracts for consultants, services and
utilities procured from third parties including cost of

services performed by EGSMA, FREEPORT and any
Affiliated Companies either inside or outside the A.R.E.

(B) Us¢ of FREEPORTY or any Affiliated Company's
wholly owned equipment shall be charged at a rental

rate commensurate with the cost of ownership and opera-
tion, but not in excess of competitive rates currently

prevailing in the A.R.E.

7. 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 in the nature of a casualty or accdent, not controllable
through the exercise of reasonable diligence by FREEPORT.
Any other such costs or expcnses which are due to the fault or
negligence of FREEPORT or any other such costs or expenses
which are controllable by FREEPORT through the exercise of
reasonable diligence are¢ not recoverable. |

8. Insurance and Claims :

The cost of any public liability, property, damage and other
insurance against liabilities of FREEPORT, Operating Company
ard/or the yarties or any of them to their employees and/or outsi-
ders as may be required by the laws, rules and regulations of the
GOV ERNMENT or as the parties may agrec upon including
insurance against business interruptions. The procceds' of any such
insurance or claim collected shall be credited against operations.
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If ne imsuram@g is carred For a pavTicalar visk, all m&
actual expenditures incurred and paia by FREEPORT or Opera-

ting Company in settlement of any and all losses, claims, damages,
judgements ana any other expenses, including legal services.

9. Indirect Expenses :

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expense of field supervi-
sory personnel, field clerks, assistants;, and other general emplo-

vees indirectly serving the Area,

10. Lega' Expenses :

All costs and expenses of litigation, or other legal services
necessary or expedient for the protection of the Area or the inte-
rests of the Parties, including attorney’s fees and e;:peﬁsm, together
with alljudgements obtained against the partiés or any of them on
account of the operations under the Agreement, and actual expen-
ses incurred by any party or parties hereto in securing evidence or

{ preparing for or conducting litigation for the purpose of defending
against any action or claim prosccuted or.urged against the
parties or any of them arising out of the operations or the subject
matter of the Agreement. Infthe event actions or claims affecting
the interests hereunder shall be handled by the legal staff of one or

more of the parties hereto, a charge commensurate with cost
of providing and furnishing such services ‘'may be made to

operations.
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1T, Adminietraticer Querhea” and Geueisl Expenses -

(4) While FREEPORT is conducting Exploration activi-
ties, cost of staffing and maintaining FREEPORT’s head
office 1n the A.R.E., and or other offices established in
the A.R.E. as appropriate other than field offices which

will be charged as provided in article 11, paragraph 9
above.

(B) FREEPORT’s administrative overhead outside the
A.R.E. applicable to the A.R.E. Exploration operation,
will be charged each month at the rate of ten percent
(10%) of total Exploration expenditures for the first one
mithon dollars ($ 1,000,000) of such expenditures, and
at the rate of five percent (5%) of such expenditures
thereafter while FREEPORT is conducting Exploration
activites. sAaministrative overhead outside A.R.E.
will not'be charged while Operating Company s condu-
cting Exploraticn activities. No other direct charges as
such for FREEPORT’s administrative overhead cutside
the A.R.E. will be applied against the exploration oblica-
tion. Examples cf the type of costs FREEPORT may
incur and charge hereunder due to activities nnder the
agreement and which shall be covered by said percentage
are :

1. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment and

supplies.

4. Exploration and Exploitation - advising and
controlling the entire project.

5. Other departments such as legal, accounting and
engineering which contiibute time, knowledge and
experience to the operations.
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yhe toregoing shall not preclude charging for direct
services, under sub-paragraph 6. (A) of this Article I
(C) While Operating Company 1s conducting activities,
Operating Company’s personnel engaged 1In oeneral
clerical and office work, supervisors and oflicers whose
time is generally spent in the main office and not the
field, and all employees generally considered as general
and administrative and not charged to other types of
expense will be charged to operations. Such expenses
shall be allocated each month between Fxploration
and Exploitation according to sound and practicable
accounting methods.

12. Taxes :

All taxes, duties or levies paid in the A.R.E. by FREEPORT
or Operating Company with respect to this Agreement other than
those covered by paragraph {¢) of Article ITI of the Agrecement.

13. Continuing FREEPORT Costs :

Costs of FREEPORTs activitiesrequired under the Agreement
and incurred exclusively in the A R.E. after Operating Company
is formed.

14. Interest :

Tnterest costs of FREEPORT which are expressly provided
for in the Agreement.

15. Other Expenditures :

Any costs, cxpenses or expenditures, other than those which
are covered and dealt with by the foregoing provisiéns of this Arti-
cle 11, incurred by FREEPORT or Operating Gompaﬁy under
approved Work Programs and Budgets.
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ARTICLE I
INVENTORIES

1. Peniodic Inventories, Notice and Representation.

At reasonable intervals as agreed upon by EGSMA and
FREEPORT inventories shall be taken by Operating Company
of the operations materials, which shall include all such material,
Physical assets and construction projects.

Written notice of intention to take inventory shall be given by
Operating Company to EGSMA and FREEPORT at least thirty
(30) days before any inventory is to begin so that EGSMA and
FREEPORT may be represented when any inventory is taken.
Failure of EGSMA andjor F REEPORT to be represented at an
inventory shall bind them to accept the inventory taken by Opera-
ting Company, who shall in that excnt furnish the party not repre-
sented with a copv thereof.

2. Reconciliation and Adjustment of Inventorics :

Reconciliation of inventory shall be made and, a ltist of over-
ages and shortages shall be determined by Operating Company,
and the inventory adjusted by Operating Company,

ARTICLE IV
COST RECOVERY AND PAYMENTS

1. Statements cf Recovery of Costs

Operating Company shall pursuant to ARTICLE VII of the
Agreement, render to EGSMA and FREEPORT as promptly as
practicable but not later than fifteen (15) days after the end of each
Calendar Quarter a statement for that Quarter showing :
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(1) Determination of Rovalty payable to A.R.E.

(1) Recoverable costs, including FREEPORT’s Exploration
costs, carried forward from tie previous quarter, if any.

(11) Recoverable costs incurred and paid during the quarter.
(iv) Total recoverable costs for the quarter (ii) - (iii).

(v) dales Revenue received during the quarter.

(vi) Amount of costs recovered for the qué,rter.

(vi1)) Amount of recoverable costs carrled Into the succeedmg
quarter, if any.

(vii1) Determination of Net Proceeds and the amcunts of
FREEPORT’s and EGSMA’s share of Net Proceeds

2. Payments : S _
Amounts due FREEPORT and EGSMA as shown on such

statements shall be paid in U.S. Dollars or other fully convertible}
foreign currency by Operating Company.

3. Audit Rigat:

EGSMA and FREEPORT shall have a period of twelve (12)
months from- receipt of any statement under this Article IV in
which to cause _31‘1 audit to be conducted by a mutually acceptable,
indepéndent, recognized firm, and raise objection to any such
statement. EGSMA and FREEPORT shall agree on any
required adjustments. Supporting documents and accounts
will be available to- EGSMA and FREEPORT during said
twelve (12) months period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration and Major Accounts,

FREEPORT will establish an Exploration Obligaticn Con-
trol 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 reductions agreed to by EGSMA and FREEPORT following
written exceptions taken by EGSMA pursuant to Article 1.3.A
hereof, in order to determine when the minimum Exploration

Obligation has been met.

7. Cost Recovery Control Account:
FREEPORT will establish a Cost Rec'overy Control Account

and an offsetting contra account to control therein the amount of
cost remaining to be recovered on the amount of cost recovered.

3. Major Accounts :

For the purpose of classifying costs, expenses and expenditures
for cost recovery as well as for the purpose of establishing when
the Exploration Obligation has been met, costs, expenses and
expenditures shall be recorded in major accounts including the

following :
Exploration Expenditures

Exploitation Expenditures other than Operating Expendi-

tures.
Operating Expenditures.
Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by Operating Gompany
to the extent necessary.
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