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CONCESSION AGREEMENT
FOR SULPHUR
EXPLORATION AND EXPLO;TATION

IN THE GULF OF SUEZ ARFA
AMONG
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GEOLOGICAL SURVEY AND MINING

AUTHORITY

AND
FREEPORT EGYPTIAN SULPHUR CGCOMPANY

L'ivts Agreement made and ecutered into this day of 27 th of
March 1988 by and amoung THE ARAB REPUBLIC OF EGYPT
hereinafter referred to as “A.R.E.” or as the “GOVERN MEN'T).
I'HE EGYPTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY (hereinafter referred to as “EGSMA”) a legal
entity created by Presidential Decree 452 of 1970, as amended by
Presidential Decree 45/1986, and Freeport Egyptian Sulphur Com-
pany, a ¢ompany organized and existing under the laws of the
state ot Delaware, United Statss of A nerica (hereinafter referred
to as “FREEPORT”).

WITNESSETH :

WHEREAS, all m: nerals 1ncluding 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

seabed or sub-soil , are the property of the state ; and

WHEREAS, EGSMA has applied for a concession for the
E.xploration and Exploitation of sulphur in and throughout the
Area veferred to in Article II, and described in Annexes “A’’ and

“B"” which are attached hereto ; and
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WHEREAS, FREEPORT agrees to undertake its obligations

provided hereinafter with respect to the Exploration and
Exploitation operations in said Area, and

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

- WHEREAS, Minister of Petroleum and Mineral Resources -
putsuant to the provisions of Law/No. 86 of 1956, may enter into
a concession agreement with EGSMA and FREEPORT for the
Exploration and Exploitation operations in the Area hereinafter
referred to. Now, 'therefore the parties hereto agree as follows /7

ARTICLE 1
DEFINITIONS

(@) “EXPLORATION” shall mean the examination of the
surface and the underground (to any depth) by all means,
particularly geological and geophysical, leading to the
identification of minerals by their physical, magnetic, electric,
ov other characteristics, or by making test pits or bores to
ascertain the existence or possibility of existence of sulphur.
EXPLORATION includes also more detailed examination
of the surface and underground by all drilling and mining
overations leading to the delinegtion of one or more sulphur
d-00sits,. their quantities - and specifications, methods of
extraction, dressing, marketing and feasibility studies.

(0 “EXPLOITATION’ shall mean the following

I.~ All the works made in the Area to prepare e of MOre
sulphur deposits, such as Sinking shafts, Ariving levels,
and drilling.

2. Drilling, mining and quarrying desien ; civil construs
ction ; installations servicing and maintenance of
equipment, electric, railway and pipe lines, sewage
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systems, facilities ; miring and dressing plants, texmirals
and storage facilities and related operations, and any
othar actlvity which hzlps in preparing the mines Or
quarries for production, and in the transportation and
shipment of sach  production.

3. Pl"odu{:ing, tmuspf)rting_., Storing and marketing ol any

othar wotk or activities necessary or ancillary to ary

of the activities referred to above.

(¢) The terr: “ORE DEPOSITS” shall mear: sulphur jon or
under the surfice of the earth as well as underground and
ocean waters if £1:r 2xploitation i3 for the purpose of extra-

cting sulphur.

(¢ “AR.F.”is z1; abbreviaticn for the ARAB REPUBLIC OF
EGYPT. | | |

(e) “EFFECTIVE DATE?” shail mean the datec on which the
text of this Agreement is signed by the GOVERNMEN'L,

EGSMA and FREEPORT, 4fter the relevant law’ is issued.
(f) “FINANCIAL YEAR’ shall mean a period of twelve (12)
months- which shall coincide with the GOVERNMENT’S
finencial year according to the laws and regulations of the
A.R.E. " | | | - '

(g¢) The term “NET PROCEEDS’ shall mean the remainder
obtained by subtracting from Sales Revenue royalty payablc
to the GOVERNMENT and all permitted costs and expern-
ses, as set forth in Article VIL

(k) The term “SALES REVENUE?” shall mean the amount ct
gross revenue received from the sale of Sulphur hereunder,
less all shipping, insurance and other delivery costs not paya-
ble by the customer, all commercial discounts and 1l prnaltics
related to the quality of the Sulphur shipped. | |
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(i) An “AFFILTIATED COMPANY’ shall mcan a company :

(i) The share capital, conferring majority of votes at stock-
holders’ meetings of such company, of which is owned
directly or indirectly or controlled by a party herefo ;
or

(i) Which is the owner directly or indirectly of, or controls,
share capital conferring a majority of votes at stockhol-
ders’ meetings of a party hereto; or

(¢5i) Whose share capital conferring a majority of votes at
stockholders’ meetings of such company and the share
capital conferring a majority of votes at stockholder’s
meetings of a party hereto are owned directly or indire-
ctly, or controlled, by the same company.

(5) “COMMERCIAL DISCOVERY” shall mean a discovery
of Sulphur worthy of being developed and exploited com-
mercially in accordance with the principles of good sulphur
mining techniques and practices. The Ore Deposit shall

not be deemed to be commercial unless FREEPORT presents

to EGSMA a detailed feasibility study, prepared in accordance
with such principles, which concludes that the Ore Deposit

is worthy of being developed and exploited commercially.
Such study shall includegamong other things, FREEPORT’s

estimates of the following matters :

— Geologic assessments and conclusions.
'—  FEstimated market demand over the next ten (10) years.
— Development plan.

—  Estimated f.o.b. price of sulphur.
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—  Period  or recovery of pre-production Exnloration and
Fxeoidliation investments incurred by FREEPORT in
accord ince with the terms of this agrsement.

—  Paym -t of royalties, taxes and share of EGSMA and
FREEPIRT according to thz terms of this Agreement.

— Cash flow fDorecast for the project over ten (10) years.

— Specific Exoloration Blozk or Blocks within which the
Comm wwelal Discovery is reasonably believed to exist.
Foltowiag the reczipt of such study EGSMA und
FREEPORT shall meet and review the terms of the
study and Il appropriate dita with a visw to approving
tha stady and agreelng upon the existence of a Gommer-
cial Diszovery. Any differences of opinton regarding
the study or the existence of a Gommeorcial Discovery
will b2 discassad and an effort made in mutual good
faith to resolve the same. The approval of the study
and agreem :nt on the existznce of a Commercial Disco-
very will b: d:cm=d to occur not later than thirty (10)
days after thz date on which the study is recetved by
EGSMA and th> dat: of the Commercial Discovery for
purp2sas of this Axreamznt will be deemed to be the date -
of such receipt. “ -

#) EXPLORATION BLOCKS” shall mean an area, the comner
| pomts of wluch haiveto bzc 11'101dﬂnt w1th three mmutes tlrn es
three minates latitude and IJP'TItud(’: divisions ; accmdmg to
the Interrlatlmal Grid Svstein where possible or within the

1._.-..-...——--,________-‘
"u—-._.-\_"'

g ol

existing boundaries to tic Area covered by this: Concession
- Agreement as_set out in Annex: “A”.

(/) “EXPLOITATION LEASE(S)” shall mean the lcose, cove-
ring-. all or part c_)f the :E:-:—.ploratiml Bloek or Blocks covering
._ the geological limitsf Of thﬁ Ol“c D{prSit Within "x‘b’hiﬂh the
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Commercial Discovery is reasonably believed to exist, the
corner pomts of which have to be coincident with three miny-
tes times three minutes latitude and longitude divisions
according to the Interaational Grid System where possible

or as jointly agreed upon by EGSMA and FREEPORT.

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

ARTICLE II
ANNEXES TO THE AGREEMENT

Annex “A” is a descripiion of the Area cavered and affected
by this Agreement (hereinafter refsrred to as “the Area”).

Annex “B” is a provisional illustrative map on the scale of
1 : 1,000,000 indicating th= Area civered and aTacted by this
Agreement and described in Annex “A.

Annex “C”is th: frrm >fa atter of (1aranty to be issued by
the National Bank of Ezypt, Gairo, Egypt, or any other bank
acceptable to EGSMA and to ba submitted by FREEPORT not
fater than one day b:fore the tine of signature by the Minister of
Petroleum and Mineral Resourcas of this Agreement, for the sum
of Three Million( § 3,012,03).0)) U.S. Dollars guarantesing the
execution of FREEPORT’s minimum Exploration obligations
hereunder for the three (3) year Exploration period. Such
guaranty shall remain effective for six (6) months after the end of
the said three year p :riod except as 1t may be released prior to that
time in accordance with the tazrms thersof In the event that
FREEPORT shall have elected to extend the term of the Explor-
ation period as hereinafter provided, a similar letter of guaranty
covering FREEPORT’S minimum expenditure obligation for such

extension shall be furnished to EGSMA at the time of its notice
of extension. -
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Annex “D’* is the form of a Charter of the Operating
Company to be formed as provided for in Article VI hercof.

Annex “E” is the Accounting Procedure.

Annexes “A”, “B”, “C”, “D’* and “E” to this Agrecment
are hereby made part hereof and shall be considered as having
equal force and effect with the provisions of this Agreement. In
the event the provisions of the annexes are liiconsistent with the.
provisions of this Agreement (excluding the annexes) the provi-

sions of this Agreement shall prevail.

ARTICLE IIT

GRANT OF RIGHTS AND TZRM

lhe GOVERNMENT hereby grants EGSMA and FREE-
PORT, subject to the terms, covenants and conditions set out in

this Agreement, which insofar as they are contrary to or inconsis-
tent with any provision of Law No. 86 of 1956, as amended, shall

have the force of law, an exclusive .concession in and to the Area
described in Annexes ““A” and “B>. |

(a) Starting from the commencement of the commercial produ-
ction of Sulphur, the GOVERNMENT shall own and be
entitled, as hereinafter provided, to 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 Exploit-
ation 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,
etther from stock or at the outlet of the downstream facility
In accordance with Article VII (b).

(6) An initial Exploration period of three years shall start from
the Effective Date. Two successive extension (s) to the initial
Exploration period of three years and three vyears respect-
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ively, 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 Exploration
period may be extended at FREEPORT’s election for up to
six months to enable the completion of any testing or evalua-
tion procedure or any study actually started before the end
of the ninth year of the Exploration period but shall not exceed
this period by more than six months by which time the subject
portion or portions of the Areg shall have been converted iﬁgu
an Exploitation Lease or Leases. The Agreement shall be
terminated if no feasibility study recommending a Commer-
cial Discovery is presented by the end of the ninth year of the

Exploration period or the end of such additional six month
period, if applicable.

(¢) The Exploitation period shall be thirty (30) years from the
date of the first Commercial Discovery. This period may be
renewed for one (1) additional period of ten (10) years at the
option of FREEPORT with reasonable commercial justifica-
tion and upon six (6) months written notice to EGSMA 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 refer-
red to in Article I (j) to be covered by an Exploitation lease
or leases shall be mutually agrecd upen by EGSMA and
FREEPORT and be subject to the approval of the Minister
of Petroleum and Mineral Resources. Such portion of the
Area shall then be converted automatically into an Exploita-
tion lease or leases without the issuance of any additional
legal instrument or permission. Exploitation operations
thereafter shall be started promptly by Operating Company,
subject to the provisions of Article XXIII, and be conducted
in accordance with good sulphur mining practices and accep-
ted engineering principles and in accordance with the constru-
ction program and schedule contained in the feasibility study
referred to in Article I (j), which construction program shall
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also be 1n accordance with good sulphur mining practices
and accepted engineering principles. Exploitaticn plans
shall employ the optimum methods of exploitation taking inte
consideration the exploitation of the entire resources of the
mine Or mines to the extent economically practicable. If
no commercial production and sale of sulphur is achieved ir
regular shipments from any Exploitation lease within five (5)
years from the date of the approval of the Minister of
Petroleum and Mineral Resources referred to above such
Exploitation lease shall immediately be surrendered unless
otherwise agreed by EGSMA or as otherwise provided under
Article XXIIT in this Agreement..

(d) FREEPORT shall bear and pay all costs and expenses requi-
red In carrying out any and all operations under this
Agreement. The recovery of the Exploration Expenditures
shall not include any interest but the recovery of Exploitation
Expenditures (excluding Operating Expenditures) shall
include interest on the investment borrowed by FREEPORT
from ﬂo;;fafﬁliated financial institutions provided that the
percentaga of loans to the total Exploitation investments does
not exceed sixty seven percent (679%) and’ provided that
FREEPORT shall at all times use its best efforts t6 obtain
the most favorable rate of interest on such loans. N otwiths-
tandiilg anything to the contrary under this Agreement, inte-
rest on Explaitation investments accrued before the comm en-
cement. of commercial production as provided above, shall
not be included in Operating Expenditures, but shall be incly-
ded i1 Exoloitation Exnenditurés. Interest on Exploitation
investments accrued after the commencement of commercial
'producti_on as provided above shall be included in Operating

15

Expenditures.
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() I. FREEPORT shall be subject to the laws in force in the
A.R.E. which impose taxes or are measured by income
or profits, including those laws imposing the commercia]
and industrial profits tax, and the tax on income and
dividends paid with respect to shareholders (hereinafter
referred to as “A.R.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 review by authorized persons of books and records.

It 1s expressly agreed and acknowledged that
EGSMA'’s share of the Net Proceeds, as determined under
Article VII includes provision for payment by EGSMA
of FREEPORT’s A.R.E. Income Taxes as described
above in this paragraph (e) (1).

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

2. For purposes of applying paragraph (e) (1) of this Article
~ the maximum total taxable income on v liich taxes are
paid by EGSMA on behalf of FREEPORT., includgng -
its shareholders, in respect of any Tax Year shall not
exceed an amount equal to FREEPORT’s share of Net
ProceedS, In accordance with Article VII.

3. EGSMA shall assume, pay and discharge, on behglf of |
FREEPORT, including its shareholders, A.R.E. Income
T'axes, pursuant to paragraph (2) above, if any, out of
the sums received by EGSMA as its share of Net Pro-
¢reds, In accordance with Article VII.
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4. Without prejudice to paragraph (3)above EGSMA shall
furnish to FREEPORT the proper official receipt
evidencing the payment of FREEPORT’s or 1ts sharehol-
ders A.R.E. Income Taxes within sixty (60) days
following the receipt by EGSMA of FREEPORT's tax
declaration and any oth-r required documents for the
preceding year. Such r -eipts shall be issued by the
proper Tax Anthorities ai.d shall state the amount and
other particulars customary for such recelpts.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING

(a)

EXPLORATION PERIOD

FREEPORT shall commence Exploration operations
hereunder not later than six (6) months after the effective
date ; provided, however, that the beginning of such period
of six (6) n1>1ths shall be automatically extended to such later
date by which FREEPORT shall have and enjoy full access
to the Area pursuant to all applicable regulations, including

necessary or appropriate military permits.

The initial E<oloration period shall be three years. FREE-
PORT my extend this Exploration period for two (2) addi-
tional pariods of taree years and three years each, respectively,
in accordince with Article IIT (b), each upon a thirty (30)
days prior written notice to EGSMA subject to its fulfillment
of its minimum Exoleration Expenditure obligations for the
then current period and. the submission of the required letter

of Guaranty.

FREEPORT shall spanld a minimum of three mithon
($ 3,000,000 00) U.S. Dollars on-<Exploration operations and
Lctivities ralated thereto during the initial three year
Exploration period. For the first three year peripd that
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FREEPORT elects to extend beyond the intial Exploration
periopd FREEPORT shall spend a minimum of three million
($ 3,000,000.00) U.S. Dollars and for the second three year
extension period, FREE} DRT shall spend a minimum of
four million ($ 4,000,000.00) U.S. Dollars. Should FREE-
PORT spend more than the minimum amount required to
be expended during the initial three year Exploration period
or during any period thereatter, the excess shall not be credi-
ted to the minimum amount of money required to be expe-

nded by FREEPORT during any succeeding Exploration
period or periods, as the case may be.

In case FREEPORT surrenders its Exploration rights
in this Agreement as set forth above before or at the end of
the third year of the initial period, having exp ended less than
the total sum of three million ($ 3,000,000.00) U.S. Dollars
on Exploration or in the event at the end of the third year
FREEPORT has expended less than said sum in the Area,
an amount equal to the difference between the sald sum and
the amount actually spent on Exploration activities shall be
paid by FREEPORT to EGSMA at the time of surrendering
or within three (3) months from the end of the third year of
tlie initial Exploration period, as the case may be. Any
expenditure deficiency by FREEPORT at the end of any
additional period for the reasons above-noted shall similarly
result in a payment by FREEPORT to EGSMA of such
deficiency. FREEPORT shall be entitled to récover any

such payments as Exploration expenditures in the manner
ander Article VII in the event of commercial

provided for

production.
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Without prejudice to Article HI (C), in case no Com-
mercial Discovery is established by the end of the ninth year
(subject to extension for period of six months as hereinabove
provided) or in case FREEPORT surrenders its Exploration
rights under this Agreement pric: to such time, EGSMA shall
not bear any of the aforesaid expenses spent by FREEPORT.

() Atleast four (4) menths prior tg the begmning of each Finan-
clal Year or at such other times as may be mutually agreed tq
by EGSMA and FREEPORT, FREEPORT shall prepare
an Exploration Work Program and Budget for the Area setting
forth the Exploration operations which FREEPORT

proposes to carry out during the ensuing year. The
Exploration Work Program and Budget shall be prepared in
accordance with good sulphur mining practices and techni-
ques and the Budget shall be consistent with FREEPOR T’
minimum Exploration expenditure obligations. During
the Exploration period, such Work Program and Budget
shall be at least sufficient to satisfy FREEPORT’s minimum
expenditure obligations for the period it covers.

The Exploration Work Program and Budget shall be
reviewed by a joint committee to be established by EGSMA
and FREEPORT after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the “Exploration
Advisory Committee”, chall consist of six (6) men.bers, of
whom three (3) shall be appointed by EGSMA and three (3)
by FREEPORT. The Chairman of the Exploration Advi-
sory Committee shall be designated by EGSMA from among
the members appointed by it. The Exploration Acivisory
Committee shall review and give such advice as it deems
appropriate with respect to the pmposed Work Program and

Budget. Following review by the Exploration Advisory
Committee, FREEPORT shall make such revisions as shall
be consistent with the advice of the Committee. It is further

agreed that :
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@) YREEPORT shall not substantially revise or modify

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

(i) In the event of emergencies involving danger of loss of
lives or property, FREEPO T may expend such addi-
tional unbudgeted amounts as may be i required
to alleviate such danger. Such expendlture shall be
considered in all respects as Exploration expenditures

and shall be recovered pursuant to the provisions of
Article VII hereof.

(d) FREEPORT shall expend all necessary funds for all materials,
equipment, supplies, personnel administration and operations
pursuant to the Exploration Work Prggram and Budget and

EGSMA shall not be responsible to bear or repay any of the
aforesaid costs.

(¢) Before the Operating Company comes into existence,
FREEPORT shall be responsible for the preparation and
performance of the Exploration Work Program which shall
be implemented in a workmanlike manner and in accordance
with good sulphur mining industry prachges.

Except as is appropriate for the processing of data, Iabo-
ratory work, 5pec13hzed engmeermg, development and feasi-
bility studies thereon, to be made in specialized centers outside
AR.E., all geological and geophysical studies as well as any
other studies related te the ':erformance of this Agreement,
shall be made in the A.R.E. if ﬂultable facilities are avallable

in the A.R.E.
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FREEPORT shall entrust tie management of
Exploration operations in the A.R.E. to its technically compe-
tent General .danager and Deputy General Wvanager. The
names of sucli Manager and Deputy General Manager shall,
upon appointment, be forthwith notified to the GOVERN.-
MENT and to EGSMA. The General Manager and, in his
absence, the Deputy General Mlanager shall be entrusted by
FREEPORT with sufficient powers to carry out immediately
all lawful written directions given to them by the
GOVERNMENT or its representatives under the terms of
this Agreement. All lawful regulations issued or hereafter
to be 1ssued which :are applicable hereunder and not in
conflict with this Agreement shall apply to FREEPORT.

(/) FREEPOR 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
EGSMA at any time during regular working hours for three
(3) months from the date of receipt by EGSMA of each state-

inent.

Within the three (3) months from the date of receiving
- such Statement, EGSMA shall advise FREEPORT in writing

if 1t considers :

(i) 'That the record of costs 1s not correct ;

(if) That the costs of goods or services supplied are not in
line with the international market prices for .., .ds or
~services of similar quality supplied on Simil:;tr terms
prevailing at the time such goods or services were sup- |
plied, provided however, that purchases made and
services performed within A.RE. shall be subject to
Article XXVI ; |
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(1) That the condition of the materials furnished by

FREEPORT does not tally with their prices ; or

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

FREEPORT shall confer with EGSMA in connection
with the problems thus presented, and the parties shall
attempt to reach a settlement which is mutually satisfactory.
If within the time limit of the three (3) month period provide:-l
for in this paragraph EGSMA has not advised FREEPORT

of 1ts objection to any statement, such stattment shall be
considered as approved.

If within the tim~ limit of the three (3) month period
EGSMA has advised FREEPORT of its objections to any
statement, then FREEPORT shall confer with EGSMA in

connection with the problem thus presented and the parties
shall attempt to reach a final settlement thereto.

(¢) FREEPORT shall supply all funds necessary for its operations
in A.R.E. under this Agreement in freely convertible cur-
rency from abroad. FREEPORT shall have the right to
buy Egyptian currency whenever required at the applicable
A.R.E. rate of exchange declared by the Central Bank of
Egypt and in effect at the time of buying.

ARTICLE V

MANDATORY AND VOLUNTAK Y
RELINQUISHMENTS

{a) Mahdatory Relinquishn;ents :

At the end of the initial Exploration period, FREEPORT
shall relinquish to the GOVERNMENT a total of twenty-five
percent (25%) in adjoining Exploratlor{ Blocks of the original
Area not then converted to an Exploitation lease or leases.
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At the end of the second Exploration period, FREEPORT
shall relinquish an additional twenty-five percent (25%) in adjoin-
ing Exploration Blocks of the original Area not then converted
to an Exploitation lease or leases.

At the end of the entire Exploration period FREEPORT shall
relinquish the remainder of the original Area not then converted
to an Exploitation lease or leases.

(6) Voluntary Relinquishments :

FREEPORT may, voluntarily, during any period relinquish
all or any part of the original Areain Exploration Blocks, provided
that at tac time of such voluntary relinquishment its financial
obligations for Exploration expenditure under Article IV par-
agraph (b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward the
mandatory provisions of the above paragraph (a).

(¢) Relin-quishmeﬂts after Commercial Discovery :

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

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

(a) Promptly following Commercial Discovery, EGSMA and
FREEPORT shall form in the A.R.E. an (Jperating
Company  the name of the company shall be mutually agreed
upon between EGSMA and FREEPORT on the date of the
commercial discovery and shall be subject to the approval of
the Minister of Petroleum and Mineral Resources (hereinafter
referred to as “Operating Company”), which shall be a
private sector company subject to the laws and regulations in
force in the A.R.E. to the extent that such laws and regula-
tions are not inconsistent with the provisions of thas
Agreement or the Gharter of Operating GCompany. The
capital stock of Operating Company shall be owned equally
by EGSMA and FREEPORT.
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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 cur-
rencies

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

Companies ;

— Law No. 159 of 1981 concerning certain provisions on

joint stock companies, limited partnerships and limited
hability companies ;

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

(¢) The Charter of Operating Company is hereto attached as

Annex “D”, Thirty (30) days after the date of GommCICia:l
Discovery, the Charter shall take effect and Operating Com-

pany shall automatically come into existence, without® any
further procedures.

(¢) Ninety (90) days after the date Operating Company comes
Into existence in accordance with paragraph (b) above, the
General Manager of the Operating Company shall prepare
a development work program and budget for the remainder
of the year in which the Commercial 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 each suc-
ceeding Financial Year thereafter (or such other date as may
be agreed upon) the General Manager shall prepare an an-
nual production schedule, work program and budget for the
succeeding Financial Year. The production schedule, work
program and budget shall be submitted to the Board of
Directors of the Operating Company for approval.
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{d) Not later than the twentieth (20th) day of each month,
Operatlng Company shall furnlSh to FREEPORT a written
estimate of its requirements for funds for the first half and the
second half of the succeeding month expressed in U.S. Dollars
having regard to the approved budget. Such estimate shall

take Into consideration any cash expected to be on hand at
month end.

Payment for the appropriate period of such month shall
be made by FREEPORT to the correspondent Bank designa-
ted in paragraph (e) below on the first day and fifteenth day,

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

fe) Operating Company is authorized to keep at its own disposal
In an account opened with an Egyptian bank in the A.R.E.
or with a correspondent bank abroad of the National Bank
of Egypt, the foreign funds advanced by FREEPORT or
received as a result of Operating Company’s activities here-
under. Withdrawals from said account (s) shall be used for
 payment of goods and services acquired abroad, to makc
' payment of the royalty to the GOVERNMENT and JlStI‘lbu-
tions of the Net Procceds to EGSMA 3nd FREEPORT and

to reimburse FREEPORT for the recovery of its costs.

Within sixty (60) days of the end of each Firancial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified
by a recognized firm of auditors, showing the funds credited
to that account, the disbursements made out of that account
and the balance outstanding at the end of the Financial Year.
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FREEPORT shall at all times and without any
governmental 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.

—
ol

!

(/) The parties acknowledge and agree that the Board of
Directors of the Operating Company shall have full rights
and responsibility to decide and determine all 1atters relating
to activities of Operating Company hereunder, in acccrdance
with the provisions of the Charter of the Operating Company.
The parties further acknowledge that with respect to the
subject matters which require action to be taken by the Beard
of Directors of the Operating Company, time will be of the
essence ; accordingly, EGSMA and FREEPORT agree to
cause their respective Directors to act diligently on all such

matters which may be referred to them and to use their best
efforts to reach prompt decisions.

(g) It shall be the general policy of the Board of Directors of

Operating Company, supported by FREEPORT and
EGSMA, -to manage the affairs of Operating Company

consistent with good sulphur mining techniques and practices
and the best Interests of the project.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PROCEEDS SHARING

(a) The Operating Company shall prepare (not less than 80 days
prior to the beginning of each semester of each Financial Year
following commencement of commercial production) and
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turnish in writing to FREEPOR'T and EGSMA a lorecast
setting forth the total quantity of sulphur that Operating
Oompany estimates can be produced, saved, transported and
sold hereunder during such semester In accordance with good
mining practice. Operating Company shall endeavour to
produce during each semester the forecast quantity.

Lhe royalty due to the GOVERNMENT under Article III
(a) shall not be recoverable and shall be either : (1) Paid in
cash by Operating Company to a bank designated by EGSMA
within thirty (30) days after the end of each calendar
quarter, or atsuch carlier time as may be agr. d upon, in an
allount equal to seven percent (7%) of all the sales Revenue

received during such quarter or (11) at the GOVERNMENT’s
election deliverzd in kind at the mine site and shall be equal
to seven percent (79,) of the toal production during each

calendar quarter or (1) at the GOVERNMENT's election
delivered partly in cash and partly in kind.

It the GOVERNENT elects to take such royalty
wholly or partially in kind during any Financial Year the
GOVERNMENT shall so notify Opcrating Company in
writing not less than ninety (90) days prior to the commence-
ment of such Financial Year. To the extent the royalty is
taken in kind, it shall be delivered either from stock or at the
outlet of the downstream facilities.

Itis expressly agreed and acknowledged that such royalty
shall m 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, exXpenses,
exp-nditures or paynient.

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 :
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(1) All cusrent operating Expanditures incurred and paid

atter inttial commezrcial production which for the purpose

of this Agre=ment shall mean the date on which the first
commercial shipment 18 made.

) Exoloration Expsnditures, including those accumulated
prior to th= commnzncement of commercial production,

at the rate of twzaty percant (20%) of the original
amount per annum.

(uz) Exoloitation Exnznditures, including t ose accumula-
ted prior to the ¢co>mmsancament of comnercial produc-
tion, at the rate of thirty three and one third percent
(33 1/3 )} of the original amount per annum.

(d) For the purpose of d=tzrmiaing ta= classifization of all costs,
expensss and :xoznditares fHr thair rzcovery, the following
terms shall apply :

1) ““Exploration Expenditures” shall mean all costs, expen-
ses and exosaditares iacarced aad patd for Exoloration.

(i) “Exploitation Exdenditures” shall m2an all costs, expen-
ses and expenditures incurred and paid for Exploitation
with the zxception of Operating Expenditures.

(#i) “Operating Expenditures’ shall mean all costs, expen-
ses and expenditures incurred and paid which are : (i)
made after commercial production commences, (ii) not patd
for the acquisition of depreciable assets, as determined
in accordance with generally accepted accounting proce-
dures in the sulphur mining industry, and (iil) not paid
wholly or partly through loans and consequently shall
not bear any interest under this Agreement, 1.e. recovery
of Operating Expenditures shall not include any Interest
on loans for financing Operating Expenditures.

(¢) To the extent that in any Financial Year, costs, expenses or
expenditures recoverable pursuant to paragraph (c) (1), .(.11)
and (iii) preceding exceed the Sales Revenue for that Financial
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Year (excluding the royalty made in respect of that Financial
Year), the excess 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.

(/) After the deduction of royalty payments and the recovery of
costs as provided in paragraphs (b), (c), (d) and (e) of ths
Article VII, any remainder of Sales Revenues shall constitute
Net Proceeds and shall be shared between EGSMA and

FREEPORT as follows :

e eii—

-Sharés of Net

Production and Sales of Proceeds

A —

Sulphur per Financial Year

EGSMA | Freeport

- N

. First 500,000 tons 1% | 49%
2. Over 500,000 up to 750,000 tons I 530, | 479/,
3. Over 750,000 up to 1,000,000 tons 56'% | 449,
4. Qver 1,000,000.up to 1,250;000 tons| 359 | | 41%
5. Over 1,250,000 tons | 61% | 39%

\ { | |

(&) Itis understood and agreed upon that the recovery of costs
and expenses as based upon the rates referred to in paragraphs
(c) () and iii) above, shall be allocated to each quarter
proportionately (one fourth to each quarter). However,
any such recoverable costs and expenses not recovered In
ane 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 m the next
quarter or guarters. |
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ARTICLE VIII
TITLE TO ASSETS

(a) EGSMA shall become the owner of all assets acquired and
owned by FREEPORT in connection with the operations

carried out by FREEPORT or Operating Company In ac-
cordance with the following :

1. Land shall become the property of EGSMA as soon as
1t 1S purchased.

2. 'Title to fixed and movable assets shall be held by FREE-
PORT and shall be transferred to EGSMA at such time
as the cost thereof is recovered by FREEPORT under
Article VII. It is understood that title to all such _asset;
acquired through Exploitation Expenditures Incurred
prior to the commencement of 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 addi-
tions acquired through Exploitation Expenditures
incurred  after the commencement of commercial
production will be transferred when the full cost of all
such assets has been fully recovered.

The book value of the assets acquired during each
quarter of each Financial Year shall be communicated by
FREEPORT to EGSMA or by the Operating Company to

EGSMA and FREEPORT within thirty (30) days of the end
of each such quarter.

(6) During the term of this Agreenfent and the reaewal period
EGSMA, FREEPORT and Operating Company 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
EGSMA shall not dispose of the same except with agreement
of the other.

(¢) FREEPORT may freely import into A.R.E for use therein
and freely export at the end of such use, machinery and
cquipment which it either rents or leases in accordance with
good industry practices.

ARTICLE IX
OFFICE AND SERVICE OF NOTICE

Freeport shall maintain an office in the A.R.E. at which
notices shall be validly served.

The General Manager and the Deputy General Manager
shall be entrusted by FREEPORT with sufficient power to camry
out immediaﬁ;ly‘ all local written directions lawfully given to him
by the GOVERNMENT or its representatives under the terms of
this Agreement. All lawful regulations issued or hereafter to be
issued which are applicable h-eréundcr and not in conflict with this
Agreement shall apply to the duties and activities of the General
Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are delivered to the office of the General Manager or which
are sent to him by mail, telex or hand delivery to FREEPORT"s
office in A.R.E. | |

All matters and notices shall be deemed to be validly served
which are delivered to the office of the Chairman of EGSMA or
which are sent te him by mail, telex or hand delivery to EGSMA®.
main office im Cairo.
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ARTICLE X
MARKETING

Operating Company shall have the right and responsibility
to market and sell all sulphur produced hereunder to any person
or persons outside or within the A.R.E., and Operating Company
shall use its best effol’ts to consumate all sales on the most favorable
terms and conditions as it 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 customs taxes
and duties and from any other Taxes and from the importa-
tion rules with respect to the importation of machinery,
equipment, appliances, materials, items, means of transport
and transportation (the exemption from taxes and duties
shall not apply to passenger cars), electric appliances, air
conditioners for offices and mines, electronic appliances,
computer hardware and software, as well as spare
parts required for any of these items, all subject to a
duly approved certificate by an EGSMA responsible
representative nominated by EGSMA for such purpose that
the imported items are required for carrying on the activi-
ties 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), upon presentation of a duly apprcved
certificate by an EGSMA responsible represent:tive

nominated by EGSMA for such purpose that the imported
items are required for an activity related to this Agreement.
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Items (excluding motor vehicles) sct out in paragraph
(a) of this Article imported by Contractors and sub-contractors
for the aforesaid activities, in order to be installed or used
permancntly or consumed shall be subject to the exemption
set torth in paragraph (a) of this Article after being duly
certified by an EGSMA responsible representative to be used
tor carrying on the activities related to this Agreement.

(¢) The cmployees of FREEPORT, Operating Company and
their contractors and sub-contractors shall not be entitled to
any exemptions from customs duties and other ancillary taxes
zud charges except within the limits of the provisions of the

laws and regulations applicable in the A R.E.

(d) Items imported into A.R.E. whether exempt or not exempt
from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any
time after 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
approval of EGSMA and the Customs Department, In
this case the purchaser shall pay all applicable customs ¢
and other ancillary taxes and charges according
condition and value of such items and the customs ta:ii’ ap-
plicable on the date of sale, unless such items (excluding
passenger cars) have already been sold to an affilated
company of EGSMA, having the same exemptmn or unless
title to such items have reverted to EGSMA or the Customs
Department, In the event of any such sale under this
paragraph (d), the proceeds frofh such sales shall be divided
in the following manner : FREEPORT shall be entitled
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to reimbursement of its unrecovered cost if any in such 1tems,
and the excess, if any, shall be paid to EGSMA.,

() The exemption provided for in (a) of this Article shall not
apply to any imported items when, in the opinion of EGSMA
items of the same, or substantially the same kind and quality
are 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 1tem
hefore customs duties but after transportation and insurance

costs have been added.

(/) FREEPORT, EGSMA and their respective buyers shall be
entitled to export the sulphur referred to in this Agreement
no license being required, and shall be exempted from any
duties, taxes, or any other imposts in respect of the export of

R X .ﬂ'-?."':MHM ‘- L

' sulphur hereunder.

~  ARTICLE XII
BOOKS OF - ACCOUNT : ACCOUNTING AND PAYMENTS

" (¢) EGSMA, FREEPORT, and the Operating Company shall
each maintain at their business offices in the A.R.E, books
of account, In accordance with the Accounting Procedure 1n

Amnex “E” and accepted accounting practices generally used
in the sulphur mining industry and such other books 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 Company shall keep their books of account and

accounting records in United States Dollars, Operating
Company shall Furnish to the GOVERNMENT or

its representative monthly reports showing . the amount of

sulphur produced and sold hereunder. Such reports shall
be prepared In the form required by the GOVERNMENT,
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or its representative and shall be signed by the General

Manager or by the Deputy General Manager or duly
designated deputy, and delivered to the GOVERNMENT

or its representative within thirty (30) days after the cnd of

the month covered 1n 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.,

(¢) FREFPORT shall submit to FGSMA a Profit and Loss
Statement for FREEPORT for the Finarcial Year not later

than two (2) mornths after the commencement cf the following
Financial Year to show its net profit or loss from the operations
under this Agreement for such ycar for the purpcse ¢t deter-
mining the amourt, if any, of A.R.E. Ircome Taxes which

shall be payable by EGSMA.

FREEPORT shall at the samc ume submit a year-end
Balance Sheet for the same Financizl Yezr to EGSMA. 'The

Balance Sheet and Tinancial Statements shall be certified by an
Egyptian certified accounting firm accepted by EGSMA.

ARTICLE XIII
RECORDS, REPORTS AND INSPECTION

(¢) FREEPORL and-or Operating Company shall prepare and,
.t all times while this Agreement i in force, malntain ac-
curate and current records of its operations in the Area
hereunder. FREEPORT and-or Operating Cempany shall

furnish the GOVERNMENT or its representative, in confor-
mity with applicable regulations or as the GOVERNMENT
or its representative may reasonably, require irfcrmaticn ar.d
data concerning operations under this Agreemert, including

periodic progress reports during Exploration, development
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and Exploitation periods. FREEPORT andfor Operating
Company will perform the functions indicated In this Article
111 in accordance with their respective roles as spectfied

under this Agreement.

(b)) FREEPORT andfor 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
AOVERNMENT or its representative 1n the manner
directed by the GOVERNMENT. All samples (and an aly-
ses thereof) acquired by FREEPORT and/ov Operating
Company for its own purposes shall be considered available
for inspection at any reasonable time by the GOVERNMENT
or its representatives. Any such samples which FREEPORT
has kept for a period of twelve (12) months without receipt
of instructions to forward them to the GOVERNMENT or
its representatives or elsewhere, may be disposed of by

FREEPORT 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 activities 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 be processed or analysed 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, through EGSMA’s duly authorized representatives
or employees, shall have the right to full and complete access
to the Area at all reasonable times with the right to observe

the operations being conducted and to inspect all assets,
records and data kept by FREEPORT. EGSMA’s
Tepresentatives, In exercismg its rights under the preceding
sentence of this paragraph (e), shall not interfere
with FREEPORT’s operations. FREEPORT shall make
available to EGSMA copies of any and 2ll 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 GOVER-
NMENT, without the written consent of FREEPORT
while this Aereement 1s 1 force. However, for purposes
of obtaining new offers the GOVERNMENT may show

technical data required therefor.

(/) Following the execution of this Agreement and upon
FREEPORT’s request, EGSMA shall make available to
FREEPORT copies of any and all data (including, but not
limited to, geological and geophysical reports, borehole logs
and maps) in 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.

(2) 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 en tirely and SOlfﬂy be I’CSPGI’IS‘nible in law
toward thivd parties for any dumage caused by FREEPORT’s
Exploration operations and shall indemnify the GOVERNMENT

and | or EGSMA against all damages for which they may be held

liable on acccunt of any such operations.

ARTICLE XV
PREVENTION OF LOSS

Operating Company shall take all proper measures according
to generally accepted methods in use 1n the mining industry, to

prevent loss or waste of sulphur above or under the ground in any
form during Exploitation operations. The GOVERNMENT

shall have the right to prevent any operation In any mine which 18
not within the scope of an approved work program and budget
and would reasonably be expected to resultin loss or damage to

the nune.

| ARTICLE XVI
POLLUTION, RESTORATION AND CONFLICT

OF INTEREST

(a) FREEPORT or the Operating Company, as the case may
be, shall conduct their operations with due regard to the

character of the sea surrounding the concession area and
in particular, FREEPORT or the Operating Company, as
the case may be, undertakes that, in the exercise of 1ts obliga-
tions hereunder, it will take reasonable precautions for the
protection of land and marine ecology, navigation, fishing
and tourism, and that it will congply with pertinent A.R.E.
laws and regulations and international committments affec-

ting the navigation of ships and aircraft.
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() FREEPIRT or O»s-=rating Gompany, as the case may be,
shall b= rzspoasible for the reasonable restoration of the
surface of the Exoloration Area, Exploitation Area and any
area oatsid: the Exoaloitation Arca uwsed by FREEPORT or
the Opzrating Comoaay, as the case may be, and shall be
resnaasible for the saf: disnasal of substances, the capping of
wells, protaction of 0221 pits aa1d all n=czssary action to effect
the shutdown of mining opzrations. FREEPORT or
Operating Company, as the casz may bz, shall also take all
reasoaable mezasures to coatrol and minimize the effects of
harmful pollution aad coataminationto the extent practically
possible. The costs of all said actioas shall be 1acluded as
Operating Expenditures., A reserve may be established m
the latter yzars of th= [ife of thz miie t> cover the costs of all
said actions as approved by EGSMA, the charges therefor
to be included in Opsrating Exnzaditures, when anticipated
revenues during the period of such shutdown operations
would be insuffizient to cover the costs thereof.

Such measures taken to protect the environment and
such restoration and control shall be accomplishéd in a man-
ner consistent with good international practice in the mining
industry, giving due regard to the health and safety of the
public and the nature and condition of surrounding areas,
including surface and groundwater resources.

(¢} The GOVERNMENT shall be free at any time to negotiate
and conclude agreements with third parties with respect to
any natural resources other than sulphur deposits whether
such natural resources are discovered by FREEPOR'T or

by others. In the event theresshall be a conflict of interest
the Minister of Petroleum and Mineral Resources shall be
entitled to coordinate among the parties in order to resolve
the conflict.
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ARTICLE XVII
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall have access to the Area covered by the Agreement and to the
operations conducted thereon. Such representatives may exami-
ne the books, registers and records of EGSMA, FREEPORT and
Operating Company and make a reasonable number of surveys,

drawings and tests for the purpose of enforcing the Agreement.
They shall, for this purpose, be entitled to make reasonable use
of the machinery and instruments of FREEPORT or Operating
Company on the condition that no danger or impediment to the
operations hereundcr shall arise directly or indirectly from such
use. Such representatives shall be given reasonable assistance by
the agents and employees of FREEPORT or Operating Gompany
so that none of the activities shall endanger or hinder the safety
or efficiency of the operations, FREEPORT or Operating Com-
pany shall offer such representatives all privileges and facilities
accorded to its own employees in the field and shall provide them
free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the field for the purpose of
facilitating the objectives of this Article. Without prejudice to
Article XIII (e), any and all information obtained by the
GOVERNMENT or its representatives under this Article XVII
shall be kept confidential with respect to the Area. " -

ARTICLE XVIII

EMPLOYMENT RIGHTS AND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL

(¢) It is the desire of EGSMA and FREEPORT that operations
hereunder be conducted in a business-like and efficient

INnanncr

1. The expatriate administrative, professional and technical
personnel employed by FREEPORT or Operating
Company and the personnel of its contractors for the
conduct of the operations hereunder shall be granted a
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residence as provided for in Law No. 89 of 1960, as
amended by Law No. 124 »f 1980, and Ministerial Order
No. 280 of 1981, as amec._.ded, and FREEPORT agreces
that all immigration, passport, visa and employment
regulations of the AR E, shall be applicable to all alien
employees of FREEPORT and Operating Company
working in the ARE.

2. A minimum of twenty-five percent (25%,) of the combin-
ed salaries and wages paid in ARE. to each of the
expatriate administrative, professional and technical
personnel employed by FREEPORT or Operating
Company who are residents in AR E, shall be paid

monthly in Egyptian currency

(6) FREEPORT ana Operating Company shall each select its
own employees and determine the number thereof to be used

for operations hereunder.

{¢() FREEPORT shall, after consultation with EGSMA prepare
and carry out specialized training programs for all 1ts A.R E.
emplovees engaged in operations hereunder with respect to
‘applicable aspects of the sulphur mining industry.
FREEPORT and Operating Company undertake to replace
gradually their nonexecutive expatriate staffs by qualified
nationals as they are available.

During the period when FREEPORT is conducting kxplora-
tion operations FREEPORT shall give a mutually agreed

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

Companies’ training programs relating to Exploration and
Exploitation operations. The costs of such programs,
including the costs of 'EGSMA’s employces in attendirg,
gshall be treated as Exploration Expenditures.
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ARTICLE XIX
LAWS AND REGULATIGN5

(@) FREEPOR'T and Operating Company shall be subjecct to
Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the safe
and efficient perforniance of operations carried out urder this
Agreement and for the conservations of the mineral resources
of the A.R.E. provided that ro regulations, modification or
interpretation thereof shall be contrary to or inconsistent
with the provisions of this Agreement,

() FREEPORT and Opcrating Company shall be exempted
from: all taxes, except as provided in Article 111 paragraph
(¢) for A.R.E. Income Taxes, with respect to the extracting,

producing, storing, ecxporting or transporting of sulphur
hercunder.  FREEPORT and EGSMA shall be exempted

from any tax on capital including any tax cu rcal property.

¢) The rights and obligations of EGSMA and FREEPORT
under, and for the effective term of this Agreement, shall be
governed by and in accordance with the provisions cf this
Agreement and can only be altered or amerded by the mutual
agreement of all the contracting parties.

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

(¢) EGSMA, FREEPORT, Operating Compeny and their
contractors shall for the purposes of this Agreement be

exempted from all professional stamp duties imposed by
syndical laws with respect to their documents and activities
hereunder.
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ARTICLE XX

RIGHT OF REQUISITION

() In case of national emergency due to war or imminent

expectation of war or internal causes, the GOVERNMENT
may requisition all or part of the production from the
Area obtained hereunder and require Operating Company
to increase such production to the utmost possible maximmum.
The GOVERNMENT may also requisition the mine 1itsclf
and, if necessary, related facilities.

(b) In any such casc, such requisition shall not be effected except
after inviting EGSMA and FREEPORT or their representa-
tives by registered letter, with acknowledgement of receipt,
to express thei: views with respect to such requisttion.

(¢) 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
nctified to EGSMA and FREEPORT.

() In the event of any requisition as provided above, the
GOVERNMENT shall indemnify 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 ‘shb-paragraph (d). Payment
hereunder shall be made to FREEPORT in U.S, Dollars
reinittable abroad. ‘The amount pald to FREEPORT for
sulphur taken shall be equal to the fair market value thereof.



QAN 4w ad o ¥y 8 (26) ¥ > —aenjl s At AY

ialiiniiy = e A —

kil - —Y ¥

W dey -

( O35 pardlg diolady 2ol )

:L.....,..»_;A_:}T :f:.jji_ﬁ U&.QI'_“J Lgt‘yi (JJLMJ L,J{i Q)Jﬁ‘iﬂ ﬁ 3:.*.*@1] IRl Y (T)
lalay lelilials 8 gi 0 (51 4oliVlodn 8 b oo
oo WS A e O WY sds Lo g 5y Al Lglel 5t )
¢ :U_,;.u E_;L...-;}I AR VLIRS u&éL._aY\ g Y ‘_;M_g ‘ M}f:v.”

Jodll Wan o0 @il g o Jpaal) Ll 6F 5 LS e ST ()
ZT:LG.?T}J" .L)J.f.jl ';H.:.'I...o‘ o
a3n g 423U wlalil 55T a8 J5kdt 50 BT Com
N1 | R P ,'@Jl: G sl

o3 e 0B yoaas e JJWINAESs Jezsr ST Com Y
din gl 5 obt A Oleadl BIG o zb I Jjladt oF Gl
o SBLEL T Cbaw p LS lede 32T 48 500 Loy 43l
Walazel y lguamd) &gl JI 50N a5 5 o 2e o 5 ¢ 3 0 2l
¢ lowy leelpl ()3

H“J.S "ST Eyiuini;bu‘ #Lib u‘ﬂ-"a‘ﬂ ujj (_5_,-‘21 JjL..B‘ﬁ ({:j
* r_,_..md _ﬂT’-l.:ﬁt _,t

B0 ¢ A s 3 debeas b Jjllt dlins b 3 (5}

o6 W pa o Galate GelaS o gt 1 J iy J 5Ll
. Zﬂj'ﬂ'Y‘ oAb (59 33_,1)“ c.é’l.fi_,_,



AY  VaAA 2 ady Y 3 (mh) Y9 o — dens JE B A

ARTICLE XXI
ASSIGNMENT

() Neither EGSMA nor FREEPORT may assign to any person,
firm or corporation not a party hereto, any of its rights,
privileges, duties or obligations under this Agréement without
the written consent of the GOVERNMENT, which consent

shall not be unreasonably withheld.

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

I. The obligation of the assignor deriving from this
Agreement must have been duly fulfilled as of the date
such request is made.

2. The instrument of assignment must include provisions
stating preciscly that the assignee is bound by all
covenants contalned 1n this Agreement and any
modifications or additions in writing that up to such
time have been made. A draft of such instrument of
assignment shall be submitted to EGSMA for review and
approval before being formally executed.

(¢ Ary asnizament mad: pursuant to the provisions of this
Article shall be free of any transfer or related taxes, charges
or fees.

(d) In the event that the assignor shall retain any interest under
this Agreement, the assignor shall, together with the assignee,
be jointly and severally liable for all of their duties and obliga-
tions  hereunder.
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ARTICLE XXIT

BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The GOVERNMENT shall have the right to cancel this
Agreement by Presidential Decree with respect to
FREEPORT in any of the following instances :

. If1t knowingly has submitted any false statements to the

GOVERNMENT which were of a material considera-
tion for the execution of this Agreement ;

2. If1it assigns any interest hereunder contrary to provisions
of Article XXIT hereof :

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

4. Ifit does not comply with any final decision reached as
the result of court or arbitration proceedinzs 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
extraction as may be unavoidable as the result of opera-
tions conducted hereunder in accordance with accepted
mining industry practice and which shall be notified to
the GOVERNMENT or its representative as soon as

possible ; or

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

prejudice to any rights which may have accrued to the
GOVERNMENT against FREEPORT in accordance

with provisions of this Agreement.
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() If the GOVERNMENT deems that one of the aforesaid causes

(other than a force majeure cause referred to in Article XXIII
hereof) exists to cancel this Agreement, the GOVERNMENT
shall give FREEPORT ninety (90) days written notice perso-
nally served on FREEPORT’s General Manager in the
legally official manner and receipt of which is acknowledged
by him or his legal agents, to remiedy and remove such cause,
but, 1t for any reason such service is impossible due to
unnotified change of address, publication in the Official
Journal of the GOVERNMENT of such notice shall be
considered as validly served upon FREEPQORT. If at the
end of said ninety (90) days notice period such cause has not
been remedied and removed, this Agreement may be cancel-
led forthwith by Presidential Decree 2s aforesaid.

(¢) FREEPORT may during or at the end of the Exploration
Period surrender i1ts rights under this Agreement in the man-
ner provided for in Article IV and subject o the terms
thereof. In addition, at any time after the establishment
of a commercial discovery, whether before or after the com-
mencement of commercial production, and without prejudice
to Aruicle IT1.C, FREEPORT may surrender its rights under
this Agreement if FREEPORT reasonably. judges the project
to be uneconomic, and provided that FREEPORT has
complied with Article III.C.; by so notifying EGSMA in
writing at least ninety (90) days in advance. FREEPORT
will surrender all 1ts rights, title and interest in the project,-
including a sulphur mine or mines, as of the date of such
surrender and will hold EGSMA andfor the GOVERN-
MENT harmless from any and all claims, suits, actions or
judgements of third parties, and from any losses resulting
from failure of FREEPORT to comply with Article 1II. (¢),
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relating to or in connection with such surrender, whether
arising before or after the date of surrender, 1t based on
events or occurrences hereunder prior to such date of sur-
render.

Provided further that FREEPORT shall have complied with

all its obligations and discharged all its costs and liabilities
hereunder accruin g prior to such surrender, this Agreement shall

be deemed to be terminated upon such surrender.

(2

ARTICLE XXIII

FORCE MAJEURE

The non-performance or delay i perfcrmance by RGSAA

and FREEPORT, or cither of them, of any obiigation under
this Agrecment shall be excused if, and to the extent thai
such non-performeance Or délay is caused by 'force majeure.
The period of any such non-performance or delay, togethe:
witi: 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
Area affected by such force majeure.

“Force Majeure” within the meaning of this Article XXIIT
shall include, but not be limited to, any law, order,
regulation, directive, action, inaction or delay of the

GOVERNMENT of the ARAB REPUBLIC OF EGYPT,
or any agency thereof, with respect to EGSMA or FRE-

EPORT, or the Government of the United States of America,
or any agency thereof, with respect to FREEPORT, or any
Act of God, insurrection, riot, war, strike or other
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labor disturbance, fires, floods and other natural disasters,
explosion, embargo, blockade, quarantine, or any other cause
not due to the fault or negligence of the party invoking force
majeure, whether or not similar to the foregom:g, and
provided further that any such cause is beyond the reasonable
control of the party invoking force majeure.

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating
to this Agreement or the breach, termination or invaldity
thereof between the Goverrment and the parties shall be
referred to the jurisdiction of the compelent A.R.E. Courts
and shall be finally settled by’ such Courts.

(§) Any dispute, controversy or claim arising out ot or relati~=

(2)

to this Agreement, or breach, termination or invalidity thereot
between FREEPORT and EGSMA shall be settled by
arbitration in accordance with the Arbitration Rules of the
Regional Center for Commercial Arbitration - Gatro (*the
Centre”) in effect on the date of this Agreement. The award
of the arbitrators shall be final, binding on the parties and

subject to no appeal.

The Arbitration tribunal shall be composed of three
arbitrators.

FEach party shall appoint one arbitrator. If, within thirty
days after receipt of the claimant’s notification of the
appointment of an arbitrator the respondent has not notified
the claimant in writing of the name of the arbitrator he
appoints, the claimant may request “the Centre”™ to appoint

the second arbitrator.

The two a;rbitrators thus appointed shall choose the third
.rhitrator who will act as the presiding arbitrator of the
tribunal. If within thirty days after the appomntment of the
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second arbitrator, the two arbitrators have not agreed upon
the choice of the presiding arbitrator, then cither party may
request the Secretary General of the Permanent Court of
Arbitration at the Hague to appoint the presiding arbitrator in
the same way as a sole arbitrator would be appointed under
Article 6.3 of the UNCITRAL Arbitration Rules. The
presiding arbitrator shall be a person of a nationality other

than A.R.E., or US.A. and of a country which has diplo-
matic relations with both A.R.E. and U.S.A. and who shall
have no economilc Interest in the Sulphur business of the

signatories hereto.

(f) The arbitration proceedings including the making of the
award, shall take place 1n Cairo.

(¢) Egyptian law shall apply to the dispute except thot i~
event of any conflict between Egyptian laws and this -Agre-
ement (including the arbitration clause), the provisions o;
this Agreement shall govern.

(k) Pending the award, the operations and activities hereunder
shall not be discontinued. '

(1) The provisions of this Agreement relating to Arbitration shall
continue in force not withstanding the termination of this

Agreement.

() The award rendered may be entered 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. ;

(k) FREEPORT and EGSMA agree 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 Agreement or the breach, termination
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or invalidity thereof shall be scttled by arbitration n acc-
ordance with the UNCITRAL rules.

ARJTTICLE XXV
STATUS OF PARTIES

ta) The rights, duttes, obligations and habilities 1n respect of
EGSMA and FREEPORT hereunder shall be several and
not joint or collective, it heing understood that this Agreement
shall not be constru=d as constituting an assoclation or corpo-

ration or partnership.

()) FREEPORT shall b= subject to the laws of the place where
it is incorporated regarding its legal status or creation,
organization, charter and by=laws, shareholding, and owner-
ship. FREEPORT’s shares of capital stock which are
entirely held abroad shall not be negotiable in the AR E, and
shall not be offarred for public subscription nor shall they be
subject to thz stamp tax oa capital shares nor any tax or duty
in the A R.E. FREEPORT shall be cxempted from the ap-
plication of Law No. 159 of 1981, as amended. '

ARTICLE XXVI

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

FREEPORT or Opﬁl’&tiﬂg G(}Hl])anyj 18 the case may be?
and their conn‘ac’tors shall

(a) Give priority to local contractors as long as their prices and
pcrformance are comparable witlh international I_prices and

performance.
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(4) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and tuue
of delivery are comparable to interaationally available mate-
rials, equipment machinery and consumables, However, such
matarial, machinery and consumabies may be tmportcd for
operations conducted hereunder if the local price (taking into
aocount transportation, handling and insurance costs) of such
items at FREEPORT’s or Operating Company’s operating
base in A.R.E. is more than ten percent (109% ) higher than
the price of such imported items before customs duties, but
after transportatton and insurance costs have been added.

ARTICLE XXVII
SUPPLY OF NATURAL GAS

It is expressly acknowledged by the parties that the technical
feasibility and commercial advisability of developing a sulphur
mine or mines, as contemplated by this Agreement, will depend
upon the ability of FREEPORT and EGSMA to obtain a com-
mittment for a rehable long term supply of natural gas to the
project in quantities and at a delivered price which will permit
successful commercial and economic development and operation
of the project. FREEPORT and EGSMA wili codperate fully
and use their best efforts to obtain such a supply of nataral gas on
the most favorable commercial and economic terms possible. If
EGSMA and FREEPORT are unable to obtain a supply of the
necessary quantity of natural gas delivergd to a point within fifty

(50) kilometers of the sulphur mine site at a price which is equal
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S
to the equivalent non-subsidized delivered fuel oil price, as defi-
ned below, such inability shall be treated =2s an event of force
majeure under Article XXIII for so long as it persists, and
EGSMA and FREEPORT shall continue to confer and use their

best efforts to obtain such supply of natural gas.

The “equivalent non-subsidized delivered fue. oil price” shall
mean, on an equivalent BTU basis, a value In U.S. Doliars per
metric ton of fuel oil calculated by referring to Platt’s Otigram
Price Report during a month under the heading “Furopezr Bulk
Cargoes F.O.B. Mediterranean Basis Ttaly” and averaging (A)
the sum of the mid-points of the published low and high values
for high sulphur 3.5% fuel oil quoted during suci month divided
by the number of days in such month for which such values were
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 discontinuance of publication
of Platt’s Oilgram Price Report, or changes in the nrice reporting
format therein or for any .other reason, the values r:ferred to above

cannot be determined from such publication,. the parties shall

confer in good faith toward agreemg on the best reasonable means

of determining such values; it being the intention of the parties in

such event to establish an alternative ethod of determinir.g the
equivalent non-subsidized delivered fuel oil price which ylelds a

result as close as possible to the above method,
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Without prejudice to the foregoing provisions of this zﬁurtie:f“e?j
XXVII if an EGPC trunikline or other source of natural gas is loca-
ted 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

m Exploitation Expenditures,

ARTICLE XXVIII

ol I k. ol A

ARABIC TEXT

The Arabic version of this Agreement shall, before the courts
of A.R.E., be referred to in construing or interpreting this Agree-
ment ; provided, however, that in any zrbitration pursuant to
Article XXIV herein above between EGSMA and FREEPORT
the English and Arabic versicns shall both be referred to as having

cqual force in construirg or interpreting this Agreement,
ARTICLE XXIX
APPROVAL OF THE AR E. GOVERNMENT

This Agreement shall not be binding upon any of the partie?
hereto unless and until a law 1s 1ssued by the competent authori-
ties of the A.R.E. authorizing the Minister of Petroleum and
Mineral Resources to sign sald Agreement and giving this
Agreement full force and effect of law notwithstanding any
countervailing governmental enactment, ard the Agreement is
signed by the GOVERNMENT, EGSMA and FREEPOR'.

. ;:T:|

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 Point A which is located at longitede 32
degrees 45 minutes east, latitude 29 degrees 09 minutes north ;
running generally southeasterly to point B located at longitude
34 degrees 09 minutes east, latitude 27 degrees 21 minutes north ;
then running generally southwest to Point C located at longitude
33 degrees 39 minutes east, latitude 27 degrees 00 minutes north ;
then running generally northvesterly to Point ID Jocated at longi-
tude 32 degrees 18 minutes east, latitude 28 degrees 51 minutes
north; then back to Pomt A, the pomt of beginning. The area

enclosed by the lines describec totals 14, 400 square kilometers,

more or less.
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ANNEX “C?”

LETTER OF GUARANTY NO. CAIRQO,
THE EGYPTIAN GEOLOGICAL SURVLEY AND MINING
AUTHORITY

Gentlemen -

I'he Undersigned, The National Bank of Egvpt, Cairo, as
Guarantor, hereby guarantees to the EGYPTIAN GEQOLOGI-
CAL SURVEY AND MINING AUTHORITY (heremafter
referred to as “EGSMA’) to the limit of three million dollars in
U.S. currency the performance by FREEPORT EGYPTTAN
SULPHUR GOMPANY (hereinafter referred to as “FREEPORT?™)
of 1ts obligations required for exploration operatior: to spend a
mintmum of three million U.S., Dollars during the initiai three
yeﬂrs of the exploration period under Article IV of that certain

yacession Agreement (hereinafter referred to as the ‘Agreement’ )
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, S
e

It 15 understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly during the penod

akay - e

of expenditure of said three million U.S. Dollars by the amount
of money expended by FREEPORT for such exploratm?f
operations during each such quarter. Each such 'ffnztlu(:1:101?iilr
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 Agreement on the part of FREEPORT prior to
fulfillment of sald minimum expenditure obligation under Article
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IV of said Agreement there shall be o liability on the undersigr ed
Guarantor for payment to EGSMA urless and untl such liabality
has been established by writter statemient of EGSMA  setting
forth the amount due under th> Agreement.

It 15 a further conditton of this letter of Guaranty that :

. This Letter of Guaranty will become available only
provided that the Guarantor will thave been informed mn writing
by FREEPORT and EGSMA that the Agreement between
FREEPORT, AR.E. and EGSMA has bzscome effective accor-
ling to its terms, and said Gaaranty shall brcome effsctive on the
Effective Date of said Agreement.

2. This Letter of Guaaranty shall in any event automatically
expire

(a) three years and six (6) months after the date it become-
effective, or

4

() At such time as the total of the amounts shown on
quarterly joint statements of EGSMA and FREEPORT
equals or exceeds the amount of said 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 effect that :

() FREEPORT has failed to perform its expenditure obliga-
tions referred to in this Guaranty, and

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

For ¢

- Accountant Managei
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ANNEX “D”
CHARTER OF THE OPERATING 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 ana regulations in
force 1n the A.R.LE. to the extent that such laws and regulations
are not inconsistent with the provisions of this Charter and Agre e-
ment referred to below.

ARTICLE I

The name of the Operating Company shall be mutually
agreed upon between EGSMA and FREEPORT on the date of
the Commercial Discovery ard shall be subject to the approval
ol the Minister of Petroleum and Minerzl Resources.

ARTICLE IIT ™

The Head Office of the Opcratlpg Company shall be in the
A.R.E. in Carro.

ARTICLE IV

The object of the Operating Compar.y is to act as the agency
through which the Egvptian Geological Survey and Mining Autho-
rity (“EGSMA”) and Freeport Egyptian Sulphur Company
(“FREEPORT”) carry out and conduct the Development,
Exploitation and Marketing operatmns required in accordance
with the provisions of the Agreement signed on the 27th day
of March, 1988, by and among .the Arab Republic of Egypt,
EGSMA and FREEPORT covering sulphur overztions in the
Gulf of Suez Area described therein. “
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The Operating Company shall Jdso be the 3 gent to carry out
and conduct exploration operations after the date ol Commer-
clal Discovery Dbursuant to FREEPORT’s Exploration work
programs and hudgets arproved in accordance with the Agree-
ment- : | I A o

T'he Opercting Company shall kcep account of all costs,
expenses and expenditures for such opcrations under the terms of
the Agreement :nd Arnex “E” thereto.,

The Operating Cemparny shall not engage in any business
or undertake ary activitv beyord the performance of said opera-
tons unless otherwise agiced upon by EGSMA ard FREEPORT

and . approved by the Minister of Petrodleum and  Mirerzl
Resources.

ARTICLE V

The authorized capital of the Operating Compary is twenty
thousard Egyptizn pounds divided into five thousand shares of
common stock with 2 value of four Egyptian pourds per share
having equal vetirg rights, fully paid ard nor-assessable,

- EGSMA and FREEPORT shall each pay for, hold and own,
throughout the life of the Operating Conpany referred to above,
one-half (1/2) of the capital steck of the Operating Company
provided that only in the event that etther paity should transfer

.OF assign its ownership interest in the entirety of the Agreement,

_may such transferrirg or assignicg party transicr or zssign any of

“the capital stock of the Operatirg Ccmpany erd, in that cvent,
such transfervir.g or assignirg party {erd itssuccessorsard assigrs)
must transfer ard assigr: a stcck interest in the Crerating Com-
pany equal to the trar sferred or assigrod owrelchip interest in the
entirety of the said Agréfmfnt.

ARTICLE VI

a The Operatir g Company shall not own any vight, title,
Intercst or estate In or under the Agreement cr ar.y Exploitation
lease created thereunder or in ar.y of the Sulphur produced from
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any exploration block or Exploitation lease area thereunder or in
any of the assets, cquipment or other property obtained or used in
connection therewith, and shall not be obligated as a principal

for the financing or performance of any of the duties or obligations
of either EGSMA or FREEPORT under the Agreement. The

Operating Company shall not make any profit from any source
whatever,

ARTICLE VII

The Operating Company shall be no more than an agent
for EGSMA and FREEPORT. Whenever it is indicated herein

that the Operating CGompany shz!l decide, take action or make a
droposal and the like, it is understood that such decision or judge-

ment is the result of the decision or judgement of EGSMA and
FREEPORT, as may be required by the Agreement.

ARTICLE VIII

The Operating Company shall have a Board of Directors
“consisting of six (6) members, three (3) of whom shall be designa-
ted by EGSMA and the other three (3) by FREEPORT. 'T'he
Chairman shall be designated by EGSMA and shall also be a Man-
aging Director. FREEPORT shall designate the General Manager
who shall also be a Managing Director. In accordance with the
provisions of Article VI (c) of the Agreement, the General Mana-
ger shall prepare and submit to the Board of Directors for

approval an annual ploductmn schedule, work program and
budget for each Financial Year.

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority
of the Directors are present, and any decision taken at such
meetings must have the affirmative vote of four (4) or more of the
Directors ; provided, however, that any Director may be represen-
ted and vote by proxy held by another Director. The Board of
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Directors may also, in licu of a meeting, take such action by the
unanlmous consent in writing signed by each of the six (6) D?.ru;-::-
ctors. The Board of Directors shall not unreasonably withhold ap-
proval of any aanual production schedale, work program or budget

submitted by th: Gzneral Manager to thz Board of Directors fo:
approval.

ARTICLE X
General Mzetings of the shareholders saall bz vilid ifa ma jo-
rity of the capital stock of ths O)arating Cormdny is repressated
thereat. Any docisions taken at such meetings must have the

afirmative vote of shareholders owaing or representing a majority

of the capital stock.

ARTICLE X1

The Board of Directors shall approve the regulations covering}
the terms and conditions of employment of *he personnel of the}
Operating Company employed directly by the Operating
Company and not assigned thereto by FREEPORT and EGSMa.

The Board shall, in due course, draw up the Bv-Laws of the
Operating Company and such By-Laws shall be effective upon

being approved by the Shareholders, in accordance with the provi-
sions of ARTICLE X hereof.

ARTICLE XII

The Operaung Gompanj shall come into existence thirty
(30) days after the date of Commercial* Discovery as provided for
in the Agreement.
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T'he duration of the Operating Company shall be for 4 period

equal to the duration of the said Agreement, including any rene-
wal thereof.

The duration of the Operating Company shall terminate if

the Agreement referred to above is terminated for any reason as
provided therein.

THE EGYPTIAN GEOLOGICAL fSURVEY AND
MINING AUTHORITY

BY :

FREEPOR'T EGYPTIAN SULPHUR COMPANY
BY :
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ANNEX “E”
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

1. The Accounting Procedure relates to :
(@) FREEPORT’s op&faﬁmis under the Agreement.

(6) Operating Company’s operations under the Agreement.

The dehnitions contained in Article I of the Concession
Agreement shell apply to this Accounting Procedure and have
the same meaning. “‘Agreement” means the Concession
Agreement of which this Annex 15 a part. |

Statemenis of Activit}r :

(@) FREEPORT shall, pursuant to Article IV of the Aeree.
oent, render fo EGSMA within Twenty (20) days o
the er:d of each Calendar Quarter a Statement of
Exploration Activity reflecting all charges and credits
related to the ‘Exploration operations for that Quarter

summarized by appropriate classtfications indicative of

the nature thereol.

(~4

| Lb) Opera,tmg Gompaly shall render to EGSMA and
| FREEPORT within fifteen (15) days of the end of each
Calendar quarter a Statement of Exploration and
. Exploitation Activity reflecting all charges and credits
related to the Exploration and Exploitation OpPI'a,tIOIIS
- for that quarter surnnarized by appmprlatc classifica-
' tions indicative of the nature thereof except that unusual

charges and credits shall be dewiled.
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3. 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 statement by EGSMA unless within the said three
(3) month period EGSMA takes written exception
thereto pursuant to Article IV (f) of the Agreement.
During said three (3) month period supporting
documents will be available for inspection by EGSMA
during all working hours

(5) All Statements of Exploration and Exploitation Activity
by Operating Company for any Calendar Quarter shall
conclusively be presumed to be true and correct thres
(3) morths follown.g the receipt of such statement unless
within the said three (3) months pertiod EGSMA or
FREEPORT takes written except'n thereto.

4. Currency Exchange :

FREEPORT’s books for Exploration and Operating
Company’s books for Exploitation and Exploration, if any, shall
be kept in the A.R.E. in U.S. Dollars. All U.S. Dollar expendi-
tures shall be charged in the amount expended. All Egyptian
Pound expenditures shall be translated to U.S. Dollars at the
average rate obtained by FREEPORT or Operating Company
in foreign exchange 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 end In effect at the fime of
buying on the first day of the month in which expenditures are
recorded, and all other non—U.S. Dollar expenditures shall be
translated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westmirister Bank Limited,
London, at 10 : 30 a.m. G.M.T., on the first day of the monthin
which expenditures are recorded. A record shall be kept of the
exchange rates used In translating Egyptian Pounds or other non
U.S. Dollar cxpenditurcs to U.S. Dollars,
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5. Precedence of Documents .

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of the
Agreement treating the same subject differently, then the
provisions of the Agreement shall prevail. In the absence ol any
provision in the Agreement, all accounting procedures are to be
in accordance with generally accepted accounting principles
generally used in the sulphur mining industrv,

5. Revision of Accounting Procedure :

By mutual agreement between FGSMA and FREEPORT,
this Accounting procedure may be revised from time to time 1

the light of future arrangements,

ARTICLE II
COSTS, EXPENSES, AND EXPENDITURES

Subject to the provisions of the Agreement, FREEPORT
shall, directly or through Operating Company, as the case may be
pay the following costs and expenses. Such costs and expenses
shall be classified and allocated each month between Exploration,
Exploitation and Operating activities according to sound and

practicable accounting methods, on a cash basis unless otherwise

stated in this Agreement, and treated in accordance with Article

VI1 of the Agreement.

1. Surface rights :

All cost attributable to-the acquisition, renewal or relinquish-

ment of surface rights acquired and maintained in force for the

Area.
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2. Labor and Related Costs :
(a) Salaries and Wages of FREEPORT’s or Operating

(&)

(¢}

Company’s employees, as the case may be, directly
engaged In the various activities under the Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and employed
in such activities. Such salaries and wages to he
certified by a certified public accounting firm.

Reasonable revisions of such salaries and wages
shall be effected to take into account changes in
FREEPORT’s or Operating Company’s policies and
amendments of Laws applicable to salaries. For the
purpose of this paragraph 2, salaries and wages shall
mean the assessible amounts for A.R.E. Income Taxes,

including the salaries during vacations and sick leaves.

All related costs during the Exploration Period
which are in accordance with FREEPORT’s established
international policies, and all related costs which are
in accordance with the established policies of the Opera-

ting Company upon its formation.

For expatriate employees temporarily assigned to the
A.R E. all allowances, costs of established plans and all
travel relocation costs for such expatriates as paid in
accordance with FREEPORT’s international polices.
Such costs shall not include any administrative overhead
other than what is mentioned in Article IT (11B).

Costs of expenditure or contributions made pursuant to
law or assessment imposedsby governmental authority
which are applicable to labor cost of salaries and wages.



\xmuu, _r*d(:_u) Y“ PRI Lg,..an a-\J.Jb:“ \¢ A

e s T ¢ S

e Wbl LW ) ot SV bl oy

sbLe cmms o antiadl bislly OV oYt ey GBI
Lo S &'_,L-A D59 ey ¥ Sl o3dos 43 é\_ﬂ 4ozl g
! el Wl el Al 3y eide e TN N : |
J.».A..QJJLH. Lﬂ.:.ir.h.l.:a:.. d.it,& a....LmC...J: rr}h u«a.:‘-")-\s:“ .,_}L‘::-‘S—-l

tti;t:_; d

:CJL.A.QU-_i

s gy lg 28 0 o8l Gls 3 e ObiawYiy Olaally olyh

¢ Olleiy a5l &5 2t o1 ) ye 2 iy 1

L ob el (1)
S N G ey O 65 e nall OblaeYiy Oldally iyl
a2 @il g a0 Al Dl ae 67 adi Blas ol Lol & el

v Mo lede Jam N Dl gl BE Nl aws

ﬂ:;ﬁb&cdﬂéo‘s‘waﬁLauLu|qulalJ“ ";'
a;\_’a‘-"“ 0_,‘::“ o ul_....q“m d..ﬁ -5)_? d'l u_;_,:-_‘__,a.l J_fu:_ --#T#L—al:

POV by oy & A O paees ol

(@ Yo ) Sl L)
o &mﬁ"@tﬂ SIS s ;,nf*ua- i ol

.‘p_,j.,.j tj__” d U 481 HL,..L Jo LN "«J_,-\Jq K {3". aJJ -’l!

. s . I. , . 3
R :.._:t«;i" oAb 43 I3,y (o1 C'*;J” S A,



VYA VAR ey YN G (b)) Y s i ) s )

.

3. Benehts, allowances and related costs of natienal employees :

Bonuses, overtime, customary allowances and benefits.
Severance pay will be charged at a fixed rate applied to payrolls
which will equal an amount which will not exceed the maximum
lability of severance payment as 1equired under the A.R.E. labor

law.

4. Matenal

Material, equipment and supplics, including fuel, purchased
or turnished as such by FREEPORT or Operating Company.

(4) Purchases

Materal, equipment and supplies purchased shall be at
price paid by FREEPORT or Operating Company plus any
related cost actually incurred and after deduction of all

discounts actually reccived.

(B) Material Furnished by FREEPORT

Material reqﬁired for operations shall be purchased
directly whenever practicable, exceptgthat FREEPORT
may furnish such material from FREEPORT’s affiliates stocks
outside the A.R.E. under the following conditions :

I. New Matenal (Condition “A”)
New material transferred from FREEPORT’s aﬂiliafes-

| warehouse or other properties shall be priced at current
replacement value, provided that the cost of material supplied
is no higher than intefnationa_l prices for material of similar
quality supplied on similar terms, Erevaiﬁng at the timeésu_'chh

material was supplied.
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2. Used Material (Conditions “B” ard “C™)

(a) Matertal which is in sound and serviceable condi-
tion and 1s suitable for re-use without reconditioning
shall be classed as Condition “B” and priced at
seventy-five percent (759%,) of the price of new

material,

(b)) Material which cannot be classified as Condition
“B’* but which 1s serviceable for original function
but substantially not suitable without reconditioning,
shall be classed as condition “C” and priced at
fifty percent (50°9,) of the price of new material.

(¢) Material which cannot be classified as Condition
“B” or Condition “C’’ shall be priced at a value
commensurate with 1ts use.

(d) Tanks, buildings and other equipmcnt involving
erection costs shall be charged at applicable percen-
tage of knockeddown new price.

(C) Warranty of Materials furnished by FREEPORT

FREEPORT does not warrant the material furnished

beyond or back of the dealer’s or manufacturer’s guaranty ;
and in the case of defective material, credit shall not be
recorded until adjustment has been received by FREEPORT

from manufacturers or their agents.

5. Transportation and Business Travel Costs :

(A) Transportation of eqmpment materials and supplies
necessary to the conduct of F "REEPORT’s or Operating

Company’s activities under the Agreement.
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(B) Business Travel and Transportation expenses to the

extent covered by established policies of FREEPORT.

6. Services
(A) Third Party Services
The costs of contracts for coasultants, services and utili-
ties procurzd from third parties including cost of services
performed by EGSMA, FREEPORT and any Affiliated
Companies either inside or outside the A.R.E.

(B) Use of FREEPORT's or any Affiliated Company’s
wholly owned equipment shall be charged at a rental
~1te commensurate with the cost of ownership and

operation, but not in excess of competitive rates currently

prevailing in the A.R.E.

Damages and Losses

All costs or expenses, necessary to replace or repalr damages

or losses incurred by firz, flood, storm, theft, accident or any other
~ause in the nature of a casualty or accident, not controlla

through the exercise of reasonable diligence by FREEPORT.

Any other such costs or expenses which are due to the fault

or negligerce of FREEPOR'L or any other such costs or -expenses

which are controllable by FREEPORT through the exercise of

reasonable diligence are not recoverable.

9

R. Insurance and Claims

The cost of any public liability, property, damage and other
insurance against liabilities of FREEPORT, Operating Company
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and/or the parties or any of them to their employees and/or outsi-
ders as may be required by the laws, rules and regulations of
the GOVERNMENT or as the parties may agrce upon mcluding
Insurance against business Interruptions. The proceeds of any

such 1nsurance or claim collected shall be credited against opera-
tions,

If nomsurance is carried for a particular risk, all related actual
expenditures curred and paid by FREEPORT or Operating
Compaay in settlement of any and all losses, claims, damages,
Judgements and any other expenses, including legal services,

9. Indirect Expenses

Camp overhead and {acilities such as shore base, warehocuses,
waler systems, road systems, salaries and expens-s of field supervi-
sory personnel, field cierks, assistants, and other general en:ployees

indirectly serving the Area.

10. Legal Expenses.

All costs and expenses of litigation, or other legal services
necessary or expedient for the protection of the Area or the
Interests of the Parties, including attorney’s fees and expenses,
together with all judgements obtained against the parties or any
of them on account of the operations under the Agreement, and
actual expenses incurred by any pafty or parties hereto in securing
evidence or preparing for or conducting litigation for the purpose
of defending against any action or cfaim prosecuted ‘or urged
against the parties or any of them arisin g out of the opérations or

the subject matter of the Agreement. In the event actions or
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claims affecting the interests hereunder shall be handled by the
legal staff of one or more of the parties hereto, charge commen-
surate with cost of providing and furnishing such services may be
made to operations.

11. Administrative Overhead and General Expenses

(4)

While FREEPORT is conducting Exploration activities,
cost of staffing and maintaining FREEPORT’s head
office in the A.R.E., and or other offices established n
the A.R.E. as appropriate other than field offices which
will be charged as provided in Article II, paragraph 9
above.

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
million dotlars ($ 1,000,000.00) of such expenditures, and
at the rate of five percent (5%) of such expenditures
thereafter while FREEPORT is conducting Exploration

activities.

Administrative overhead coutside A.R.E. will not
be charged while Operating Company is conducting
Exploration activities. No other direct charges as such
for FREEPORT’s administrative overhead outside the
A.R.E. will be applied against the exploration obliga-
tion. Examples of the type of costs FREEPORT may
incur and charge hereunder due to activities under the
agreement, and which shall be covered by szid percen-

tage are .
1. Executive - Time of Executive officers.
2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipmenit and

supplies.
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4. Exploration and Exploitation - advising and control-

ling the entire project.

J. Other departments such as legal, accounting and
engineering which contribute time, knowledge and

experience to the operations.

The foregommg shall not preclude charging for direct services,

under sub-paragraph 6. (A) of this Article I1, (C).

While Operating Company is conducting activities, Operats
ing Company’s personnel engaged in generzl clerical and coffice
work, supervisors and officers whose time 1s generally spent in
the main office and not the field, and all empleyees generally
consitdered 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 Exploration 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 (e) of Article 111 of the Agreement.

13. Continuing FREEPORT Costs
Costs of FREEPORT?s activities required under the Agree-

ment and incurred exclusively in the A.R.E. after Operating Com-

pany 1s formed.
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i4d. Interest

Interest costs of FREEPORT which are expressly provided

for in the Agrecnient.

15. Other Expenditures

Any costs, experses or expenditures, other than those which are
covered and dealt with bv the foregoing provisions of this Article
11, incurred by FREEPORT <r Operating Comrany under ap-
proved Work Programs and Budgets.

ARTICLE III
INVENTORIES

1 Periodic Inventories, Notice and Representaticr

At reasonable ntervals as agreced upon by EGSMA and
FREEPORT mventories shall be taken by Operatmg 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 inventoiy 1s to begin so that EGSMA
and FREEPORT may be represented when any Inventory 1s taken.
Faillure of EGSMA and/or FREEFORT to be repescnted at an
inveiitory shall bind them -to accept the inventory taken by
Operating Company. who shall in that event furmish the party
not represented with a copy thereof.

2. Reconciliation and Adjustment of Inventories.

Reconciliation of inventory shall lse made and, a bist of overa-
ges and shortages shall be determined by Operating Company,
and the inventory udjusted by Operating Company.
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ARTICLE 1V

COST RECOVERY AND PAYMENTS

I. Statements of Reccovery 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

cach Calendar Quarter a statement for that Quarter showing :

(/) Determination of Royalty pavable to A.R.E.

(1) Recoverable costs, including FREEPORT’s Exploration

costs, carried for'\fard from the previous quarter, if any.
(111) Recoverable costs incurred a,nd paid during the quarter,
(22) Total recoverable costs for the quarter (i) - (iii).
(v) Sales Revenue received during the Quarter.
(vi) Amount of costs recovered for the quarter.

(v1t) Amount of recoverable costs carried into the succeeding

quarter, if any.

(vizi) Determination of Net Proceeds and the amounts of
FREEPORT’s and EGSMA’s share of Net Proceeds.
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2. Payments

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 Right
EGSMA and FREEPORT shall have a period of twelve (12)

months from receipt of any statement under this Article IV
in which to cause an audit to be conducted by a mutually accep-
table, independent, recognized firm, and raise objection to any
such statement. EGSMA and FREEPORT shall agree on any
required adjustments. Supporting documents and  accounts
will be available to EGSMA and FREEPORT during said twelve
(12) months period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS
1. Exploration and Major Accounts

FREEPORT will establish an Exploration Obligation Control
Account and an offSetting contra account to control therein the
total amount of Exploration Expenditures reported on Statements
of Activity prepared per Article 1.2.A hereof, less any reductions
agreed to by EGSMA and FREEPORT following written excep-
tions taken by EGSMA pursuant to Article 1.3. A hereof, in order
to determine when the minimum Exploration Obligation has been

met.

2. GCost Recovery Control Account

FREEPORT will establish a Cost Recovery Control Account
and an offsetting contra account to*control therein the amount
of cost remaining to be recovered on the amount of cost recovered.
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3. Major Accounts

For the purpose of classifying costs, expenses and expenditu-
res 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 Experdi-

tures

Operating Expenditures

Necessary sub-accounts sha! be used.

Revenue accounts shall be maintained by Opcrating Com-

pany to the extent necessary.
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