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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN MINERAL RESOURCES
AUTHORITY

AND
THANI DUBAL MINING
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
IN
WADI KAREEM AREA, EASTERN DESERT, A.R.E.

This Agreement made and entered mto this day of -------- ~———--- 20}
by and between

THE ARAB REPUBLIC OF EGYPT (hereinafter referred to varrously as
"The A RE." or as the "GOVERNMENT") - and-

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

THANI DUBAI MINING COMPANY, a company organzed and existing
under the laws of The Cavman Islands ( hereimatter referred to as "TDM"
or as "CONTRACTOR" ).
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WITNESSETH

WHEREAS. Law No. 806 of 1956 of nmunes and quaries as amended.
established that all nunerals and Ore Deposits mncluding gold, exusting in
mines and quarries m "A R E" mcluding the terrtonal waters and i the
seabed subject to 1ts junsdiction and extending bevond the terntorial
waters, are the property of the State; and

WHEREAS, " EMRA" and "TDM" wish to collaborate for the parpose
of explonng and developing gold and associatad nunerals m "A R E" .
and

WHEREAS, EMRA has applied to the GOVERNMENT for an exclusive
concession for the exploration and explottation of gold and associated
mierals 1 and tleoughout the area retemred to n Article II, and
described m Annex "A" and shown approxunately on Annex "B". which
are attached hereot, and made part hereof, (hereinatter reterred to as the
"area”). and

WHEREAS, TDM agrees to undartake 1ts obligations provided
hereinatter as Contractor with respect to the Exploration. Exploitation
operations 1 the said Area, and

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

WHEREAS, the Muuster ot Petroleum pursuant to the provisions of Law
No. 86 of 1956, mayv enter into a concession agreement with EMRA, and
with TDM as a Contractor, for Exploration and Exploitation operations
tor Gold and Associated Minerals in the Areas hereinatter referred to.
NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE 1
DEFINITIONS

(a) "EXPLORATION" shall mean for example and not linuted to, the

examination of the swtace and the wnderground by all means,

particularly geological and geophysical. leading to the 1dentification

of nunerals by thew physical. magnetic, electiic, or other
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characteristics or by makig test pits or bores to ascertamn the
extstence or possibility of exustence of GOLD and nunerals
assoclated with GOLD, EXPLORATION mcludes also exploration
designing works and detalled examunation of the swmtace and
underground by all dolling and minmng operations leading to the
delineation of ore bodies, 1ts quantities, the reserves ot gold ore and
assoclated nunerals  and nuning and technical conditions. methods
of extraction, dhressing. matketing and teasibility stuches.
EXPLOITATION " shall mean. but not linutad to, all the operation
and activities pursuant to approved Work Programs and Budgets
under thus Agreement with respect to;

1. All the works that should be made 1n the area to uncover oe

bodies as sinking  shafts, doving levels, and dulling, ete.

I

. Designing works, duilling, nunming and quanying design, civil
construction, installations  servicing  and  maintenance  of
equipment, electric, rallway and pipe lines, sewage svstems,
tacilities, mumng and dressing plants, refinement of ores  and
related operations, and any other activity wluch helps 1n
preparing the nunes or quarries tor production and transportation
to slupping terninals,

e

- Producing, transporting.  stormg and  marketing or any other
work or activities necessary or ancillary to any of the activities

reterrad to above,

4. Restoration and rehabilitation operations.

(¢) (1) The term "GOLD DEPOSITS" will be applied to GOLD ores and

nunerals assoclated with GOLD on or under the surtace of the

earth.

(11) The term "GOLD" will be apphied to the metal GOLD produced

as a result of explottation and refinng.
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(d) "ASSOCIATED MINERALS" shall mean silver, platumumn, lead,
zine, copper and other metals that are naturally associated with
Gold to the extent that they can be extracted, nulled or processed
with GOLD.

(&) "ARE." 15 an abbreviation for the ARAB REPUBLIC OF
EGYPT.

(t) "EFFECTIVE DATE" means the date on which the text of tlus
Agreement 13 signed by the GOVERNMENT, EMRA and the
CONTRACTOR, after the relevant Law 13 1ssued.

() (1) "YEAR" ar " CALENDAR YEAR " means a period of twelve(12)
months according to the Gregorian Calendar being 1 January to
31st December.

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

(3) "TAX YEAR" means the period of twelve (12) months according
.'L'-.c.lc”('t.'- c"L'BL"-Z,,,
to the tax law and regulations of the A R.E

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

(1) Of which the share capital, conferring majority of votes at
stockholders™ meetings of such company, 1s owned directly or
inchrectly by a party hereto; or

(11) which 15 the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’™s meetings of a
party hereto; or

(111) of which the share capital conferring a majorty of votes at
stockholder’s meetings of such company and the share capital
conferring a majority of votes at stockholders™ meetings of a
party hereto are owned duectly or indiectly by the same
Company.
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(1) "COMMERCIAL DISCOVERY": shall mean a chscovery ot Gold

and associlated minerals worthy of bemg developed and exploited
conunercially 1n accordance with the principles of good nunng
practices. The GOLD depostt 15 not deemed commercial unless the
CONTRACTOR presents to EMRA  detailed feasibility  study
supported by documents to prove that the deposit, can upon,
exploitation. pay  baclk all pre-production, Exploration and
Exploitation investments over a pertod which shall be determined
by the teasibility study based on the tollowing parameters:

Geological assessment. Reserves and conclusions;

Estimated market demand over next ten (10) vears:

Estimated (FOB) price of GOLD & assoclated mierals.

Period of Recovery of pre-production. Exploration and

Exploitation mvestments mcurred by CONTRACTOR 1n
accordance with the terms of this Agreement.

- Pavment of rovalties, taxes and share of EMRA and
CONTRACTOR according to the terms of this Agreement;

- (Cash tlow forecast tor the project over ten (10) veans.
Following the receipt of such study, EMRA and CONTRACTOR
shall meet and review all appropuate data with a view to mutually
agreeing upon the existence of a commercial discovery. Any
ditferences of oprnion regarding the study or the exastence of the
conumercial discovery will be discussed and an effort made 1
nmtual good faith to resolve it The approval or disapproval of the
study and agreement or disagresment on the exustence of a
commetrcial chiscovery will be deemed to occur not later than sixty
(60) davs atter the date of which the study 15 1eceived by EMRA.
The date of commercial discovery shall be the date EMRA and
CONTRACTOR nmtually agree that conunercial discovery exusts.
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(1) "Dwmnps and Tailmgs" refers to all those dumps and tallings corrently
extsting 1n the area and resulted trom old muung workings that
have been cartied out betore the Effective date of the Agreement

Iy "EXPLORATION BLOCK" shall mean an area. the corner points of
wluch have to be comerdent with tlhuee (3) nunutes by three (3)
nunutes  latitude  and  longitude  divisions,  according to  the
International Grid Svstem where possible or within the exusting
boundanes of the Areas coverad by tlus Concession Agreement as
set out tn Annex A",

()  "EXPLOITATION BLOCK" shall mean an area. the corer poimnts
of wlich have to be comcident with one (1) munute by one (1)
nunute  latitude  and  longitade  divisions,  according to  the
International Grid Svstem where possible or within the exusting
boundaries of the Areas covered by thus Concession Agreement as
setoutm Annex "A".

(m) "EXPLOITATION LEASE ()" shall mean an area that covers one
o1 mare explottation blocks

(n) "COMMERCIAL PRODUCTION" shall mean the production of
Gold and associated nunerals ( 1if any), tollowing decisions by
EMRA and CONTRACTOR to produce on a regular and
comimercial basis,

(0) "THE ANNUAL TOTAL PRODUCTION" shall mean the total
quantity of refined GOLD and the total quantity of associated
nunerals (f any) produced from the area duning one financial vear.

(p) "EMRA " shall mean the Egvptian Mineral Resowces Authority.

(@) "AGREEMENT" shall mean tlus Concession Agreement and its
Alexes,

1y "CONTRACTOR" could be one company or mote {(each company
15 called a CONTRACTOR Member). Unless modified by virtue of
Article XX herem, CONTRACTOR under this Concession Agreement
shall mean TDM.
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(5) "OPERATOR" means a company (1t 1t 1s composed of one Company)
or one of the CONTRACTOR™S Members (1f they are more than
one company) appointed by them to be the entity to wliuch . from
which and m whose name all notifications 1elated to or 1n
connection with tlus Concession Agreement shall be made.
CONTRACTOR shall notity the name of the Operator to EMEA.

(t) "Jomt Venhiwe Company " 15 the company to be formed in accordance

with Article VI and Annex D of tlus Agreement.
ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex "A" 15 a description of the Area covered and affected by this

Agreement, herematter reterred to as "The Area”.

Annex "B" 15 a provisional illustiative map on the scale of approximately
and described i Annex "A".

Annex "C" 15 the form of a Letter of Guaranty to be i1ssued by the
National Bank of Egypt. Cano. Egypt  and to be  subnutted by
CONTRACTOR to EMRA one (1) day before the tume of signatine of
the Muuster of Petroleum on thus Agresment, tor the sum of tliee
hundred  thousands and sixty  thousands  ($360.0005 U.S. Dollars
gunalanteeing  the execution of Contractor’s  Muunmim  Exploration
Obligations hereunder tor the mitial Exploration Period.

In case CONTRACTOR shall have elected to extend the 1mtial
Exploration Period tor an additional perod in accordance with Article
IIT (b) of the Agreement, smular Letter of Guarantee covering
CONTRACTOR™S mmmmum exploration obligation tor such extension
shall be 1ssued and subnutted by CONTRACTOR at the tune of its notice

of extension
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Each such guaranty shall remain effective tor six (6) months atter the end

of each Exploration period  except as 1t may be released prior to that

time 1n accordance with the terms thereot or upon completion or
performance of Contractor’s obligations herennder

It 15 specitically agreed that

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

- EMRA shall 1ssue quarterly instruction to the bank te ielease
CONTRACTOR from its obligation under the tetms of these letters of
gnaranty by an amount equal to the amount spent by CONTRACTOR
and approved by "EMRA",

Annex "D'" 15 the form of a Chaiter of the Joint Venture Company to be

tormed as provided for in Article VI hereot,

Annex "E" 15 the Accounting Procedure.

Annexes A", "B", "C", "D, and "E" to tlus Cloncession Agreement

are hereby made part hereot, and thev shall be considered as having

equal force and effect with the provisions of thus Agreement.
ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EMRA and CONTRACTOR subject

to the terms, covenants and conditions set out m this Agreement, which

1nsofar as they are contrary to or mconsistent with any provisions of Law

No. 86 of 1956, as amended. shall have the torce of Law. an exclusive

concassion 1 and to the area descrtbed in Annexes "A" and "B".

(@)  Starting trom the commencement of the conmmercial production of

Gold and associated munerals, the GOVERNMENT shall own and

be entitled. as heremnatter provided, to a rovalty of three percent
(3%) of the total quantity of retined gold and refined associated



VoA i gy YV 3 () YV sl = T 1 4

oy o o3 2N ALG b 55U aday g e ol U5 G L s
o e 4L Attt oty oo Skl ps ol 5, S 350
(gl 3y 3L G pmudl Loy WD) uis 5,000 sy « iyl
~3-‘.’g|)l-..-’5'|‘-.-~“" L‘~.~.-°_:i

S IRV WP SRCROS TS SN UCTORURNF N £ JET 3 PRY QU
$ k) Ondlais (¥) paohacal ¢ LNl Codl 3,08 o 3530 Jolill puigs
e s Ly allsy ¢ el e (ol Lagn 8500 « LY Con ]
g Ul 3l e Ll S8 Tgld s S 5 a3 comgg Jo Ll L
ke (o patl] Lol 05 g by ol 095 Lasy OO Buts WS
ORI SO FUPS [ JE SONS JUSPIRNS & 1V | QRCA [T S J | RS
3y ¢ Rl 3l Dty ¢ Syt b e - Ly el B Lol
Ol 88 055 ¢ hanst b Ll Joe ol Jliad] Szt oo Jylalh Kt
i) Gz e W 1B 5,23 W5 o Sems Yo ¢ B, Sl B8 Ayl b

Ol b g wie g, SLas! G i wie WL 25UY1 s g ( )
Kidal! Sl

¢ Pl wis ol pud g7 7, o Hown s ¥ ) Iz 5,8 5555 (5)
RRE TR JET RO B T L0V 1) FEWRY § JET VIS O
BYCTRUI FCIWE JU.- o G IR IENN UL B T RNITE DY (| JE LI S P9
e Laas) 15 Zaaghl Syt sy a8 b camys Woita leaa) J il
JETPUNE T ENOEIPP S 7 PN W VPR PO VIR, EORI PR 7
Joall alsadly shisal1 5, o LT iyl Ll c¥insy gl
o) a5e AR shane¥ 528 puasy ¢ el dyslasiYl ool LaeYl,



Yo

Y..A 3.....»2.;_,.“« Ys uﬁ (cib') Y9 adall —W)' '5.&;*,4-'

(b)

(c)

minerals produced trom the Area duing the Explotation period
imncluding 1ts extension. Said rovalty shall be vwmrecoverable and be
delivered or patd to the GOVERNMENT by the JTomt Ventwe
Company on behalt of CONTRACTOR and EMRA. Said rovalty
shall be pard in cash (under market conditions prevailing at the tume
of sale) orn knd, at the election of the GOVERNMENT.

An 1mtial Exploration period of ONE (1) vear shall start from the
Ettective Date. TWO  (2) successive extensions to the mutial
Exploration penod of TWO (2) vears  each shall be granted to
CONTRACTOR at 1ts option, upon thirty (30) days prior wiitten
notice to EMRA, and subject only to its having tultilled 1ts fiinancial
obligations hereunder for the preceding pernod(s). The final
exploration period mav be extended for up to s1x (6) months upon
Contractor’s request and subject to EMRA™S approval to enable the
completion of any testing or evaluation procedure actually started
betore the end of the final Exploration penod. Said extension shall
not be more than six (6) months,

Tlus Agreement shall be automatically ternunated 1f no Conunercial
Discovery 1s established by the end of all Exploration pernods, 1f
applicable.

() The Explotation pertod shall be TWENTY (24) vears trom the date

of signatire of the tirst Exploitation Lease. Tlhis period may be
extendead tor an additional pertod called "Extension Period”,

The "Extension Pertod” shall mean a pertod not more than TEN
(10) vears, which may be elected by CONTRACTOR upon Six {6)
months wittten request sent by CONTRACTOR to EMRA prior to
the expiry of Exploitation period supplemented by technical studies
including  evaluatton of production penod. expected levels of
procuction during extension period. Contractor’s obligations and
1elevant economic constderation. This extension pertod 15 subject to
the approval of the Muuster of Petroleum
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(2)

(1)

(£)

The exusting dumps and taillings from past GOLD nuning operation
within the concession Area shall not be treated as deposits of
GOLD and associated nunerals. These dumps and tallings owned
by The Government and shall be lett 1n 1ts place o1 transported later
by EMRA.

Followimg Conumercial Discovery the extent of the whole area
capable of production to be covered by Exploitation lease or leases
shall be mutually agreed upon by EMRA and CONTRACTOR and
be subyject to the approval of the Minister of Petroleum. Such area
shall then be converted automatically mto an Exploitation lease or
leases without the 1ssuance of any additional legal mstrument o
permission. Upon the 1ssuance of an Exploitation lease, Exploitation
operations shall be started promptly by the Joint Ventwe Company
and be conducted 1n accordance with good numng practices and
accepted engineering prnciples. until the mme 15 considerad to be
tully exploted.
After establishiment of a conmmercial discovery by the Contractor 1
the Concesston Area, The CONTRACTOR mav Retain some
portions of the area having possible reserves 1 order to complete
detatled exploration and evaluation tor the purpose of maxumizing
and up grading these reserves to the extent that enable a
Commerclal Discovery. Retain shall be two periods of two vears
each. The tust Retamn penod shall start at the end of the final
exploration period of the Agreement. For the fultilliment of the
Retain , the tollowing are requured
1) Not less than 60 davs betore the start of each Retain period, a
request trom CONTRACTOR must be subnutted to EMRA  with
work program & budget and Ius obligation to execute the work
Program
2) During the first Retain penod, The Contractor will pay an annual
rent to EME A equal to one thousand U.S. Dollars{ $ 1.000 ) per
5. kilometer.



VoA i gy YV 3 () YV sl = T 1 4

YA

Jces Logld Lt o] JoWll pdiy ¢ Sl Blss¥l 5 23 I -
iihais oo doaly gtz o S (S ol Y50 (Y- o) ol
R YPEIRN]
L oy Bl sblu oud] G o Gliis xar ¥ £
gt @\E RS i Tl 3 Y ol
N gaun iy 5o Blia¥l 1ie Jlual &z ol do sl 5o ¥ -0
L iy 2 GbUL! §o o Jyliall o Blisa¥ el a8 Ll die =
& e ol o Gl alpe dn Pazal 4ie JI gl Slaas]
() Sl G e Wl
Jpadl ol LS, blina¥! Likis il o W), ! i,
oL e 3 Ja 2l 3 diilpe e
e gl oo ddizis iy cadll o o)1 7] Guedid e WL S ()
0B, sl e il 7 o Syt (£ ) gl I 3 ellsy i
SYs Jo Tl 33l Jle L DYl wie go (g0 ol ey
LS
AN Uy mally Yoy Condl UG TS pidy s dylill ey (5)
o3 50f s ¥y o TSN 0dn (5 5, SH et} D oL Ll
Oy pans AT sl il 3l b 158 T Ll Oy pny IS
R PSS UAE (PO A O DI, | PARCE J NCOR P |
Ollaiad] N ool iy Wik b Jiagl o Olwie
e 5 SO e s Yo (/00) BUI 3 e oo P
s olntazis ozl y Joill e iyl l Gl pal) 05 Syl gty - ()
Sy o piall Loy 9 B piall o) YT iy (i Lo Ol
5 O e AVl e o Lo b oty SN ki



Y& YA D diy TY G () VY el - G i 4

3) Daning the second Retain pertod the Contractonr will pav an
annual rent to EMRA equal to two thousands U.S. Dollars
($ 2.000) per sq. kilometer.

4) Exploration cost m Retamn area shall not considered as
recoverable cost  unless contractor establish a  commercial
discovery 1n retain area.

5) At no event, The total pertod of Retain shall not exceed 4 vears

6) At the end of the Retamn period CONTRACTOR at EMRAs
approval mayv convert area(s) having Commercial Discovery mto
explottation lease o relmqush 1t 1 ¢ase of no Commercial
Discovery.

The Retamn area{s) shall be mutuallyv agreed upon by EMRA and
CONTRACTOR and be subject to the approval of the Mumuster
of Petroleum.

(l)  In the event no commercial production of GOLD 1 regular shipments
15 established from any Exploitation lease witlun four (4) vears
from the date of 1ts 1ssuance. such an Exploitation lease shall
immediately be relinqumshed, unless otherwise agreed upon by
EMRA,

(1) CONTRACTOR shall bear and pay all costs and expenses required
in canving out all the operations under tlus Agreement. The
recovery of the Exploration costs and expenses shall not imclude
any interest but the recovary of Exploitation costs and expenses
mayv 1nclude mterest on the mvestiment borrowed by CONTRACTOR
from non-atfiliated Company (s) provided that the percentage of
loans to the total Exploitation mvestment does not exceed fifty
percent (50%6) and that the rate of interest does not exceed LIBOR.

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

The total of the sums received by Contractor from the sale or other

disposition of all gold and associated minerals acquured by

Contractor pursuant to article VII of this agreement.

Reduced by :

1) The costs and expenses of CONTRACTOR;

11) the value as determined according to article VII (h) of EMRAs
share of Excess cost recovery repaid to EMRA 1n cash or in
kand 1t any,

Plus:

An amount equal to CONTRACTOR’S Egyptian income taxes grossed

up 1n the manner shown in Annex (E) Article VI

For purposes of above tax deductions 1 any tax vear, article VII (d) shall
apply only 1n respect of classification of costs and expenses and rates of
amortization, without regard to percentage limitation reterred to 1 article
VII (e).

All costs and expenses of Contractor in conducting the operations under
this agreement which are not controlled by article VII (d) as above
qualified shall be deductible 1n accordance with the provisions of the

Egvptian Income Tax Law.

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

Contractor.,
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4. EMRA shall turnish to CONTRACTOR the proper official receipts
evidencing the pavment of CONTRACTOR s Egyptian income tax
tor each Tax Year within mnety (90) davs following the receipt by
EMRA of CONTRACTOR’S tax declaration for the preceding Tax
Year. Such receipts shall be 1ssued by the proper Tax Authonities
and shall state the amount and other particulars customary for such

recelpts.

5. As used herein, Egyptian Income Tax shall be inclusive of all
imncome taxes pavable i the A R.E. (including tax on tax) such as
the tax on mcome from movable capital and the tax on profits from
commerce and mdustry and mclusive of taxes based on mcome or
profits including all dividends, withholding with respect to
shareholders and other taxes imposed by the GOVERNMENT of
AR.E. on the distuibution of income or profits by CONTRACTOR.

6. In calculating its A R.E. income taxes, EMRA shall be entitled to
decuct all rovalties paid to the GOVERNMENT by Joint Ventwe
Company and Contractor’s Egyptian income taxes pawd by EMRA
on Contractor’s behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD
(a) Contractor shall commmence Exploration operations hereunder not
later than four (4) months after the Effective Date. EMRA shall. 1f
requested by CONTRACTOR, make available for Contractor’s use

all geological, exploration and numng data 1n EMRA possession

with respect to the Area as EMRA 15 entitled to do so.
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(b) The mitial Exploration period shall be ONE (1) vear. CONTRACTOR
may, at its option, extend this mitial Exploration penod tor two (2)
successive extension pentods of TWO vears per each respectively
and 1 accordance with Article III (b), each of which upon at least
thuty  (30) davs prior witten notice to EMRA, subject to
CONTRACTOR tulfillment of 1ts nmummnim Exploration obligations
hereunder, tor the then current Exploration pertod

(¢) CONTRACTOR shall spend a nunmnun of three hundred and sixty
thousands (§ 360.000) U S, Dollars on Exploration operations and
activities related thereto during the tmtial Year of Exploration period
(ONE vear). For the fwst extension penod (TWO vears) that
CONTRACTOR elects to extend bevond the nutial Exploration
period, CONTRACTOR shall spend a nummnum of seven hundrad
and eighty thausands ($1.780.000) U.S. Dollars and for the second
extension pertod (TWO vears) that CONTRACTOR elects to extend
bevond the tirst extension pertod, CONTRACTOR shall also spend a
muunnum of tive hndred thousands (§300.000) US. Dollars.

() Should CONTRACTOR spend more than the nunimmm amount
tequired to be expended curing the umtial Exploration period (or
durmg any penod thereatter, the excess shall be subtracted trom the
nmimmum - amount  of moeney  requured to be  expended by
CONTRACTOR g any succeeding Exploration peniod o

periods, as the case may be.

(2) In case CONTRACTOR smrenders tts Exploration rights under tlus
Agreement as menttoned betore o1 at the end ot the wmutial
Exploration period, having expended less than the total sum of fow
three hundred and sixty thousands ($ 360,000y U.S Dollars on
Exploration or in the event at the end of the mutial Exploration
perod, CONTRACTOR has  expended less than Said sum in the
Area, an amount equal to  the difference between the Said tluee
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(1)

hundred and sixty thousands ($ 360.004) U.S  Dollars and the
amount actually spent on Exploration that approved by EMRA shall
be pard by CONTRACTOR to EMRA at the time of surrendering o
within three (3) months from the end of mutial Exploration period as
the case may be.

Any expenditue deficiency by CONTRACTOR at the end of any
acdditional Exploration pentod for the reasons above noted shall
stnlarly result m a pavment by CONTRACTOR to EMRA of such
defictency. Provided this  Agreement 15 still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover any
such paviments as Exploration expenditure i the manner provided
for under Article VIIin the event of Conumercial Production. In case
no Commercial production 1s established, EMRA shall not bear any
of the afore Said expenses spent by CONTRACTOR.

At least towr (4) months prior to the begnuung of each Fmancial Year
or at such other tumes as may mutually be agread to by EMRA and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget tor the Area setting forth the Exploration
operations which CONTRACTOR proposes to canry out during the
ensuing Year. Durmg the Exploration Pertod, such Work Program
and Budget shall be at least sutficient to satisty Contractor’s nuninnum
expendifure obligations tor the penod 1t covers.

The Exploration Worlk Program and Pudget shall be reviewed by a

jout commnuttee to be established by EMRA and CONTRACTOR

after the Etfective Date of tlus Agreement. This Commnmttee,
hereinatter reterred to as the "Exploration Advisory Commnuttee”,
shall consist of six (6) members, tluee (3) of whom shall be
appomnted by EMRA and three (3) by CONTRACTOR. The
Chaiman  of the Exploration Advisory  Conmmttee  shall be
designated by EMRA from among the members appomted by it
The Explorabon Advisory Committee shall review and give such
advice as 1t deems appropriate with respect to the proposed Waork
Program and Budget.  Followig review by the Exploration
Advisory Commuttee, CONTRACTOR shall make such revisions
and subnut the Exploration Work Program and Budget to EMRA tor
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its approval. Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially revise or moditfy Said
Work Program and Budget nor reduce the approved budgeted

expenditure without the approval of EMRA.

(11) In the event of emergencies mvolving danger of loss of lives o
property, CONTRACTOR may expend such additional
unbudgeted amounts as may be requured to alleviate such danger.
Such expenditure shall be considered 1 all aspects as
Exploration expenditwe and shall be recovered pwsuant to the

provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all materials,
equipment, supplies, personnel, admumustration and operations
pursuant to the Exploration Work Program and Budget and EMRA

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

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented 1n a workmanlike manner and consistent with good

mnchustry practices.

Except as 15 appropriate for the specialized geophysical, geologic,
engineering and Exploration  studies thereon, to be made 1n
speclalized centers outside AR E.. All geological and geophysical
studies as well as any other studies related to the performance of this

Agreement, shall be made m the ARE.

Contractor shall obtain EMRA’S approval before any work made

outside A.R.E.
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(1) CONTRACTOR shall entiust the management of Exploration
operations 1m the ARE to 1its techically competent General
Manager and Deputy General Manager. The names ot such Managel
and Deputy General Manager shall, vpon appomtment. be torthwith
notified to the GOVERNMENT and to EMRA. The General
Manager and, in lus absence, the Deputy General Manager shall be
entiusted by CONTRACTOR with sutficient powers to cany out
mmmediately all lawtul written duections given to them by the
GOVERNMENT or its 1epresentative under the terms ot this
Agreement. All lawtul regulations 1ssued or hereatter to be issued
which are applicable hereunder and not in conthict with this
Agreement shall apply to CONTRACTOR.

(1) CONTRACTOR shall supply EMRA, within thirty (30) davs from the
end of each calendar quarter., with a Statement of Exploration
activity relating to Exploration which has been conducted 1n any
portion of the area not converted mto Exploitation Lease showing
costs mewmred by CONTRACTOR duning such quarter. Contractor’s
1ecords and necessary supporting documents shall be available tor
imnspection by EMRA at any tune durmg regular working hours tor
three (3) months from the date of receiving each statement.

(Withun the tlwee (3) montls from the date of recerving such

Statement, EMRA shall advise CONTRACTOR in witing 1f it

consltders:

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

(1) that the costs of goods or services supplied are not 1n line with
the mtermational maiket prices for goods ar services of sinular
quality supphied on smmilar terms prevalling at the tune such
goods or services were supplied, provided however, that
purchases made and services pertormed witlhan the A RE. shall
be subject to Article XXVI, o
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(k)

(111) that the condition of the materials furnished by CONTRACTOR

does not tally with their prices; or
(1v) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EMRA 1n connection with the
problem thus presented, and the parties shall attempt to reach a
settlement which 1s mutually satistactory. If within the tume linut of
the three (3) months period provided tor in this paragraph, EMRA
has not advised CONTRACTOR of 1ts objection to any statement,

such statement shall be considered as approved.

Any remmbursement due to EMRA out of the Cost Recovery Gold
and associated nunerals as a result of reaching agreement or of an
arbitral award shall be promptly made in cash to EMRA, plus sumple
mterest at LIBOR plus two and half percent (2.5%) per annum from
the date on which the disputed amount’s would have been paid to
EMRA according to Article VII - e and Annex "E" of this Agreement
(1 - e the date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be the average
of the figure or figwres published by Financial Time representing the
midpoint of the rates (bid and ask) applicable to one month U.S.
Dollars deposits 1n the London Interbank Eurocurrency Maiket on
each fifteenth (151) day of each month occurring between the date
on which the disputed amount(s) would have been paid to EMRA

and the date on which 1t 13 settled.
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If the LIBOR rate 1s available on any fifteenth (15%) day but is not
published in the Fmancial Times 1 respect of such day for any
reason, the LIBOR rate chosen shall be that offered by City bank
N.A. to other leading banks in the London Interbank Eurocuirency

Maiket for one month U.S. Dollar deposits.

If such fifteenth (151 day is not a day which LIBOR rates are
quoted 1n the London Interbank Eurocwurrency Market, the LIBOR
rate to be used shall be that quoted on the next following day on

which such rates are quoted.

() CONTRACTOR shall supply all funds necessary for its operations in
AR E. under tlus Agreement in freely convertible currency from
abroad. CONTRACTOR shall have the nght to fieely purchase
Egyptian currency 1n the amounts necessary for its operations in the
ARE from EMRA'S or from any bank authorized by the
GOVERNMENT to conduct foreign currency exchange. Prionty
shall be given by CONTRACTOR to purchase the Egyptian currency
from EMRA.

(m) EMRA 15 authonzed to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR an equivalent amount of U.S
Dollars at the official A R E rate of exchange, such amount i U.S.
Dollars shall be deposited 1 an EMRA account abroad with a

correspondent bank of the National Bank of Egypt, Cairo.
Withdrawals from said account shall be used for financing EMRA
and its affiliated companies foreign currency requirements subject to

the approval of the Minister of Petroleum.
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ARTICLE V¥V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

(7)) DMandatory Relinquishments :

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

At the end of the thud Year atter the Effective Date hereof.
CONTRACTOR  shall relinqush to the GOVERNMENT an
additional twenty five percent (25%) ot the onginal Area not then
converted to a Exploitation Lease or Lease (3],

Without prejuchce to Articles III and XXII and the fust two
pataglaphs of tlus Article V (a), at the end of the fifth Year of the
Exploration period, CONTRACTOR shall rehinqush to  the
GOVERNMENT the remainder of the Area not then converted to
an Exploitation Lease or Leases Mandatory relimquishments shall
be 1n a smgle umt (unless otherwise agreed npon by EMRA and
CONTRACTOR) consists of whole Exploration Blocks o
onginally exusting parts of Exploration Blocks not converted to
Exploitation Lease or Leases so as to enable the relinqushment
requiremeants to be precisely tulfilled.

The final exploration pertod mayv be extended for up to six (6)
months upon Contractor’s request and subject to EMRA™S approval
to enable the completion of any testing or evaluation procedure
actually started betore the end of the final Exploration period. Said
extension shall not be more than s1xx (6) months.

[t 15 understood that at the tune of any relinquishument, the areas to
be converted into Explottation lease’™s and which are submitted to
the Minster of Petrolenim tor approval, according to Article (III) - g
shall be subject to such approval. be deemed converted to
Exploitation Lease(s).
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() YVOLUNTARY Relinquishments:

CONTRACTOR may, voluntanly, duing any period relingquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the tume of such voluntary
relmquishment 1ts Exploration obligations under Article IV have

been satistied for such period.

Any relinquishments hereunder shall be credited toward the

mandatory provisions of Article V (a) above.

Following Commercial Discovery, EMRA and Contractor shall
mutually agree upon any area to be relinquished thereatter, except
tor the Mandatory relinquishment provided for above at the end of

the total Exploration period.
ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

Promptly  following Commercial Discovery, EMRA and
CONTRACTOR shall form in the A RE. an Operating Company
pursuant to Article VI (b) and Amnex (D) (hereinatter referred to as
"Tomt Ventwe Company”) which company shall be named by
mutual agreement between EMRA and CONTRACTOR provided
that such name shall be subject to the approval of the Muuster of
Petroleum. Said company shall be a private sector company. The
JTomnt Venture Company shall be subject to the laws and regulations
i force i the ARE. to the extent that such laws and regulations
are not inconsistent with the provisions of this Agreement or the
Charter of Joimnt Venture Company. The capital stock of the Joint
Ventwe Company shall be owned equally by EMRA and The
CONTRACTOR.
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(b)

However, The Jomnt Ventwwe Company and CONTRACTOR shall,
tor the purpose of this Agreement, be exempted tfrom the following

laws and regulations as now or hereatter amended or substituted:

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

companies.

Law No. 139 of 1981 promulgating the law on joint stock
companies, partnership hmuted by shares and limited hability

companies.

Law No. 97 of 1983 promulgating the law concermng public sector

organzations and companies.

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

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

Provisions of part 2 of chapter 6 concernmng organizing dealings in
foreign currencies from Law No. 88 of 2003, 1 accordance with
central bank of Egypt. banking and foreign currencies exchanging

laws.

The Charter of The Jomnt Venture Company 15 hereto attached as

Annex "D".

Within thuty (30) davs atter the date of Conumercial Discovery, the
Charter shall take effect and Joint Venture Company shall
automatically come into existence without any further procedwes.
The Exploration Advisory Commuttee shall be dissolved upon the
final relinquishment of the Area not converted into Exploitation

Lease (s).
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(¢) Nmety (90) days atter the date Joint Venture Clompany comes into

(dd)

existence 1n accordance with paragraph (b) above, it shall prepare a
Wark Program and Budget tor further Exploration and Exploitation
1n any portion of the Area converted mto Exploitation Lease (3) tar
the remamder of the Financial Year i which the Commercial
Discovery 1s made; and not later than fow (4) months betore the
end of the cwrent Financial Year (or such other date as mayv be
agreed vpon by EMRA and CONTRACTOR) and tow (4) months
preceding the commencement of each succeeding Financial Year
thereatter (o1 such other date as mav be agreed upon by EMRA and
CONTRACTOR). Joint Ventwre Company shall prepare an annmal
Production Schedule, Workk Program and Budget for further
Exploration and Explottation in any portion of the Area converted
into Exploitation Lease (3) tor the succeeding Financial Year. The
Production Schedule, Woik Program and Budget shall be subnutted
to the Board of Directors tor approval. The Work Program and
Budget for turther Exploration m any portion of the Area not
converted mto Exploitation Lease’s shall be mplemented, reviewed

and approved in accordance with Article I'V ().

Not later than the twentieth (201 dav of each month, The Joint
Ventwre Company shall firmsh to CONTRACTOR a wiitten
estumate of 1ts total cash requurements tor expenditure tor the first
half and the second half of the succeeding month expressed in U .S,
Dollars having regard to the approved Budget. Such estunate shall
take 1mto consideration any cash expected to be on hand at month

endl

Pavment for the appropriate period ot such month shall be made to
the conrespondent bank designated m paragraph (2) below on the
first (1 dav and fifteenth (15%) day respectively, or the next
tollowing business day. if such day 1s not a business dav.
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(e} The Joint Venture Company 1s authorzed to keep at 1ts own chsposal

abroad m an account opened with a conespondent bank of the
National Bank of Egypt, Cawo, the toreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
pavinent for goods and services acquured abroad and ftor
transtertng to a local bank 1n the A R E. the required amount to
meet the expenditures i Egyvptian Pounds for The Jomnt Ventwre
Company 1 connection with its activities under this Agreement.

Witlun sixty (60) davs atter the end ot each Financial Year, The
Tomt Ventwe Company shall submit to the appropriate exchange
control authonties mm the A R E. a statement, duly certified by 3
recogmzed firm of auditors. showing the funds credited to that
account, the disbmsements made out of that account and the

balance outstanding at the end of the Financial Year.

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

()

Tomnt Ventmre Company shall have full nights and responsibilities to
decide and determune all matters relating to activities of Jomnt
Ventwe Company hereunder. In accordance with the provision of
the charter of the JTomnt Venture Company. The parties further
acltnowledge and agree that with respect to the sulyect matters
wlhich require action to be taken by the Board of Duectars of the
Toint Venture Company, time will be of the essence. Accordingly,
EMRA and the Contractor agree to cause then respective Directors
to act diigently on all such matters which may be referred to them
and to use thenr best efforts to reach prompt decisions.

[t shall be the general policy of the Board of Directors of the Joint
Ventuwre Company, supported by CONTRACTOR and EMRA to
manage the affairs of the Jomnt Ventwe Company consistent with
good muung practices and to the best interests of the owners of the
Toint Ventwe Company,
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(hy It 1s expressly agreed that the jomnt ventwe company shall have the

(1)

(a)

right and responsibility to market and sell all Gold and associated
minerals produced hereunder to any persons outside or witlhun the
AR E The Jomnt Venture company shall use its best effoits to
consummate all sales on the most favorable terms and conditions as
1t may be able to obtamn mmder market conditions prevailing at the
sale time,
[t and for as long durng the pertod of production operations, there
exIsts an excess capacity in tacilities wlnch can not cdaing the
perod of such excess be used by The Jomt Ventwe Company,
EMRA and CONTRACTOR will consult together in order tfou
EMRA to use the excess capacity 1f 1t so deswes without any
financial or operational chsadvantage to the CONTRACTOR o
Toint Ventiwe Company.
ARTICLE YVII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
The Joint Venture Company shall prepare not less than ninety (94)
davs prior to the beginning of each quarter of each financial vear
following commencement of commercial production and tfwmsh
wiiting to CONTRACTOR and EMRA a forecast setting out the
total quantity of the gold and associated nunerals that Jount Venture
Clompany  estimates can be produced. saved and transported
hereunder, dwing such calendar quarter 1 accordance with good
mining practices. The Joint Ventwe Company shall endeavor to
produce each calendar quarter the forecast quantity. The Gold and
assoclated nunerals produced shall be placed 1 storage tacilities,
according to the Government regulations by the Jomnt Venture
Clompany for the purposes of rovalty and other purposes nnder the
agresment.
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Rovalty

A three percent (3%) rovalty as applicable inder Asticle II1 (a) of
the total production produced per quarter of refined gold and
refined associated nunerals or the equivalent value 1 cash shall be
delivered (o1 paid) to the Government (as the Government may
elect) by the Jont Ventue Company on behalf of the CONTRACTOR
and EMR A It 15 understood that any such rovalty 1s unrecoverable.

Cost Recovery GOLD

Subject to the auditing provisions under tlus Agreement.
CONTRACTOR shall recover quarteirly all costs, expenses and
expenditures 1n respect of all the Exploration. Explottation and
related operation under tlns Agreement to the extent and out of
thiurty percent (30%) of all refined gold and refined associated
minerals procuced from all Exploitation Leases within the Area
hereunder. Such GOLD and Associated Minerals 15 hereunder
referred to as " Cost Recovery GOLD",

For the purposes of evaluating the Rovalty and cost recovery
GOLD. the price tor GOLD published by London Metal Exchange
at the tune of sell or equivalent price. shall be used.

() For the papose of determunmg the classification of all costs,

expenses and expenditures for then recovery, the following terms

shall apply

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

(1) "Explortation Expendihes” shall mean all costs and expenses
for EXPLOITATION and the reslated portion of mdhrect
expenses and overheads together with mterest as stated 1n

Article III (1) with the exception of Operating Expenditures.
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(u1) "Operating Expenses” shall mean all costs, expenses and
expenditures made atter Conumercial Production commences
which costs, expenses and expendihwes are not normally
depreciable. However, Operating Expenses shall not include
replacement of assets or part of an asset, additions.
improvements, renewals or major overhauling that extend the
lite of the asset.

(e) Exploration Expenditures, Exploitation Expenditures and Operating
Expenses shall be recovered tfrom Cost Recovery GOLD 1 the
tollowing manner:

(1) "Exploration Expencitures”. including those Expenditures
accumulated  prior  to  the commencement of wutial
Commerclal Production, wluch for the purpose of tlus
Agreement shall mean the date on wluch the furst regular
shipment or the first deliveries of GOLD and Assoclated
Minerals are made shall be recoverable at the rate of
twenty-five percent (25%) per annum starting 1n the Tax Year
in which expenditures are made and paid o the Tax Year in
which mitial Commercial Production conumence wluchever 15
the later date.

(u) "Explottation Expenditures”. including those Expenditures
accumulated  priar to the  commencement of  nutial
Commerclal Production which for the pwmpose of thus
Agreement shall mean the date on which the first regular
shipment or the first delivenies of GOLD and Associated
Minerals are made, shall be recoverable at the rate of twenty
-five percent (25%) percent per annmum starting m the Tax
Year i which expenditines are made and paid tor ar the tax
veal 1n wluch mufital Conumercial Production commences
vhichever 1s the later date.
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(111) "Operating Expenses”, incwred and paid after the date of
initial Commercial Production, which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the furst deliveries of GOLD and Associated
Minerals are made, shall be recoverable 1n tull (10{%) etther
in the Tax Year in which expenditures are made and paid for
or the tax vear in wlich mitial Commercial Production occurs
whichever 15 the later date.

(1v) To the extent that i a Tax Year, costs, expenses or expenditure
recoverable per paragraphed (1), (11) and (1n) preceding exceed
the value of the Clost Recovery GOLD for such tax year, the
excess shall be carned forward for recovery in the next
succeeding Tax Year (3) until tully recovered, but i no case
after  the ternmunation of tlhus  Agreement, as to
CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
referred to above, shall be allocated to each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered 1n one quarter
as thus allocated, shall be carned torward for recovery m the
next quanter.

(Except as provided m Article VII (a) and (g), CONTRACTOR shall
each quarter be entitled to take and own all Cost Recovery Gold,
which shall be taken and disposed of in the mamner determined
pursuant to article VII (). To the extent that the value of all Cost
Recovery Gold [ as deternuned 1 Article VII (e) ]| exceeds the

actual recoverable costs and expenditures, including any carry
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torward under Article VII (e), to be recoverad in that quarter, then
such Excess 1 Cost Recovery Gold shall be called "EXCESS
GOLD" and shall be divided between EMRA and The Contractor as
determined 1 Article VII (h).  CONTRACTOR shall pay to
EMRA 1ts share of "EXCESS GOLD" etther (1) 1 cash i the
mamner set forth i Article IV of the Accounting Procechuwe
contaimed 1 Annex "E" or (11) 1 kind i accordance with Article
VII (a).

Production Sharing :

The remamning percentage of total production of refined gold and
refined associated munerals after the deduction of Rovalty and Cost
Recovery Gold percentages shall be divided between EMRA and
The CONTRACTOR as the following:

EMRA’s share = fifty percent (5(%)

Contractor’s share = fifty percent (50%)

(h) Excess Gold

(1)

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

EMRA’s share = sixty percent (60%)

Contractor’s share = forty percent (40%)

It 15 expressly agreed that CONTRACTOR’S cost recovery GOLD
under Article VII (¢) and (e) and also share of GOLD under Article
VII {(g) shall be transterable out of the A R.E such transfers being
accomplished 1n accordance with the procedures in force in A RE.
Notwithstanding the foregoing, the GOVERNMENT, and subject to
1ts desire, shall be entitled to buy such quantities of GOLD
produced from the Areas hereunder. It 15 understood and agreed
upon, that the pavment for the amount purchased from
CONTRACTOR shall be made 1 U.S. Dollars or any other freely
convertible cuwrency.
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ARTICLE VIII
TITLE TO ASSETS

(a) EMRA shall become the owner of all CONTRACTOR acquured and
owned assets which assets were charged to Cost Recovery by
CONTRACTOR 1n comnection with the operations carnied out by
CONTRACTOR or Joint Ventiwe Company in accordance with the
tollowing:

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

(2) Title to fixed and movable assets shall be transterred
automatically and

gracually from CONTRACTOR to EMRA as they become
subject to recovery 1n accordance with the provisions of Article
VII, however the full title to fixed and movable assets shall be
transterred automatically from CONTRACTOR to EMRA when
its total costs has been recovered by CONTRACTOR in
accordance with the provisions of Article VII or at the time of
termination of this Agreement with respect to all assets
chargeable to the Operations  whether recovered or not,
whichever first occuns.

The book value of the assets created dwing each calendar
quarter shall be commmunicated by CONTRACTOR to EMRA or
by Joint Venture Company to EMRA and CONTRACTOR
within thuty (30) davs of the end of each quarter.

(3) All samples provided in article (XIII- b) that shall be transported
by the contractor to EMRA stores annually upon EMRA's
request and technical data shall be transterred annually to
EMRA as representative of the GOVERNMENT, upon
EMRA’S request or at the termination of the Agreement or at
the end of agreement whichever i1s eailier.
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(4) All maps, data and teclmical reports concemned with thas

agreement which prepared mnside and outside A RE.

(b)  Dhuing the term of this Agreement and the renewal pernod EMEA.
CONTRACTOR and Joint Venture Company are entitled to the full
use and enjovment of all fixed and movable assets referred to above
i connection with operations hereunder or under any other
Concession  Agreement entered into by the parties. Proper
accounting adjustment shall be made, CONTRACTOR and EMRA

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

(¢) CONTRACTOR and Joint Vente Company may freely mmpart mto
the AR E., use therein and freely export at the end of such use,
machiery and equpments wluch theyv etther rent or lease
accordance with good mdustiy practices, mcludimg but not limnited

to the lease of computer hardware and sottware.

() CONTRACTOR and SUBCONTRACTOR shall fieely export at the
end of such use machimery and equipment | free of tax and other
duties.

ARTICLE IX
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall mamtain an office in A R E. at wluch notices shall

be vahdly served. The General Manager and Deputy General Manager

shall be entiusted by CONTRACTOR with sutficient power to carry out
munechately all local written directions given to them by the Govermment

ol 1ts representatives under the terms ot tlus Agreement. All lawitul

regulations 1ssued or hereatter to be 1ssued which are applicable

hereunder and not 1 contlict with tlus Agreement shall apply to the
duties and activities of the General Manager and Deputy General

Manager.
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All matters and notices shall be deemed to be validly served which are
delivered to the office of the General Manager or which are sent to him
by registered mail to Contractor™s otfice in the A RE.

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

(@)

()

(c)

ARTICLE X
BONUSES
SIGNATURE BONUS:
CONTRACTOR shall pay to EMRA as a signature bonus the sum
eighteen thousands (180040) U.S. Dollars on the Effective Date.
EXPLOITATION LEASE BONUS:
CONTRACTOR shall pay to EMRA as approval of each
exploitation lease the amount in U.S. Dollars that equivalent to the
half percent ({1.5%) of the proposed operating budget tor the first
yveal of operation.
EXPLOITATION EXTENSION BONUS:
CONTRACTOR shall also pay to EMRA as an approval of the
extension of exploitation lease, the amount in U.S. Dollars that
equivalent to the half percent (0.3%) of the proposed operating
budget for the first vear of operation.
All the above mentioned bonuses shall 1n no event be recovered by
CONTRACTOR
ARTICLE XI
CUSTOMS EXEMPTIONS
EMRA, CONTRACTOR, and the Joint Ventwe Company shall be
permitted to mmport and shall be exempted from customs duties,
sales tax any taxes, levies or fees (including fees 1mposed by
Minmsterial Decision No. 254 of 1993 i1ssued by the Minster of
Finance, as now or hereafter amended or substituted) of any nature
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and from the mportation rules with respect to the mmportation of
maclimery, equipment, appliances, maternals, 1tems, means of
transport and fransportation (the exemption from taxes and dufies
tor cars shall only apply to cars to be used 1in operations), electric
appliances. anr conditioners for otfices, tield housing and facilities,
electromnic appliances, computer hardware and software. as well as
spare parts requured tor any of the impoited 1tems, all subject to a
duly approved certificate 1ssued by the responsible representative
nomtnated by EMRA for such pupose, wlhich states that the
imported items are required for conducting the operations pursuant
to this Agreement. Such certificate shall be tinal and binding and
shall automatically result 1 the wmportation and the exemption
without any finther approval, delay or procedwe.

(by Machinery, equipment, appliances and means of transport and
transportation  1mported by EMRA, CONTRACTOR and Jomnt
Ventuwre Company’s contractors and subcontractors  temporanly
engaged 1n any activity parsuant to the operations which are the
subject of tlus Agreement. shall be cleared under the "Temporary
Release System"” without pavment of customs duties, sales tax o
any taxes, levies or fees (including tees umposed by Muusteral
Decision No. 254 of 1993 1ssued by the Mimster of Finance, as now
or hereatter amended or substituted) of any natme upon
presentation of a dulyv approved certificate 1ssued by an EMRA
responsible representative nominated by EMRA tor such purpose
vhich states, that the mmported items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not
to be used m operations) set out 1 Article XI (a) mmported by
EMRA™, CONTRACTOR's and Jomt Ventwe Company’s
contractors and sub-contractors tor the aforesaid operations,
order to be mstalled or used permanently or consumed shall meet
the conditions for exemption set forth 1 Article XI (a) atter being
duly certified by an EMRA responsible representative to be used tar
concducting operations pursuant to tlhus Agreement.
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(c)

()

The expatnate emplovees of CONTRACTOR, Jont Ventue
Company and thewr contractors and subcontractors shall not be
entitled to any exemptions trom customs duties and other ancillary
taxes and charges except witlhun the liuts of the prowvisions of the
laws and regulations applicable m the AR E. However. parsonal
household goods and fimmtre (ncluding one (1) ¢ar) for each
expatriate emplovee of CONTRACTOR andior Jomnt Ventue
Company shall be cleared under the "Temporary Release System”
(without pavment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs anthonties
by CONTRACTOR or Operating Company approved by an EMRA
responsible representative that the imported items are mmported for
the sole use of the expatiiate emplovee and lus tanuly, and that such
immported 1tems shall be re-exported outside the A RE. upon the
repatriation of the concerned expatiiate emplovee.

Items imported into the AR 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 tume atter obtaming
EMRAs approval, which approval shall not be unreasonably
withheld, waithout any export duties, taxes o1 charges or any taxes o
charges from wluch such items have been already exempt, being
apphicable. Such 1tems may be sold wiatlhun the A RE. atter
obtarung the approval of EMRA which approval shall not be
weasonably withheld In this event, the pwchaser of such items
shall pay all applicable customs duties and other ancillary taxes and
charges accorchng to the condition and value of such items and the
taritt applicable on the date of sale, unless such 1items have already
been sold to an Atfiliated Company of CONTRACTOR, 1t any, or
EMRA, having the same exemption. or unless title to such 1tems
(excludhing cars not used i operations) has passed to EMRA. In the
event of any such sale under tlhus paragraph (d). the proceeds trom
such sale shall be divided i the tollowing manner
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(1)

(a)

CONTRACTOR shall be enfitled to remmbursement of its
unrecovered cost, 1f any, 1 such items and the excess, if any, shall

be paid to EMRA.

The exemption provided for i Article XI (a) shall not apply to any
imported 1tems when items of the same or substantially the same
land and quality are manufactiwed locally meeting CONTRACTOR s
andfor Joint Venture Company’s specifications for quality and
safety and are available for tumely purchase and delivery in the
ARE. at a price not hugher than ten percent (10%) more than the
cost of the imported 1tem, before customs duties but after freight

and mswance costs 1f any have been added.

CONTRACTOR, EMRA and thewr respective buvers shall have the
right to freely export the GOLD and Associated minerals produced
from the Area pursuant to tlhus Agreement, no license shall be
required, and such GOLD shall be exempted from any customs
duties, any taxes, levies or any other mposts 1n respect of the

export of GOLD and Associated minerals hereunder.

ARTICLE XII

BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

EMRA, CONTRACTOR and Joint Venture Company shall each
maintain at their business offices m the A R.E. books of account, 1n
accordance with the Accounting Procedure 1 Amnex "E" and
accepted accounting practices generally used in the nuning

inchustry, and such other books and records as may be necessary to
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show the work performed under this Agreement, including the
amount and value of all GOLD and Assoctated nunerals produced
and saved hereunder. CONTRACTOR and Joint Ventire Company
shall keep their books of account and accounting records 1 United

States Dollars.

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

coverad i the retuin.

(b) The atoresaid books of account and other books and records referred

(c)

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

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

Year.

CONTRACTOR shall at the same tume submit a vear - end Balance
Sheet for the same Tax Year to EMRA. The Balance Sheet and
financial statements shall be certified by an Egyptian certified

accounting firm accepted by EMRA.
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ARTICLE XIII
RECORDS, REPORTS AND INSPECTION
(a) CONTRACTOR and/or Tomt Ventwe Company shall prepare and.

()

at all ttmes whule tlhus Agreement 15 1n force, maintaim accurate and
curent records of 1ts operations m the Area. CONTRACTOR
and/or Jomnt Vente Company shall furmush the GOVERNMENT
ol 1ts representative, 1 confornuty with applicable regulations or as
the GOVERNMENT or its representative mav reasonably requure
information and  data  concermng 1ts  operattons under this
Agreement. Jomnt Venture Company will perform the fumctions
indicated 1 thas Article XIIT i accordance with 1ts role as specifiad
in Article VI of Annex D.

CONTRACTOR andfor Jomt Venture Company shall save and keep
for one vear a representative portion of each sample of cores and
cuttings taken from dulling, to be disposed of, or torwarded to the
GOVERNMENT or 1ts representative 1n the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
Jomt Venture Company tor thewr own purposes shall be considered
avallable for mspection at  any reasonable tume by the
GOVERNMENT on 1ts representatives.

(¢c) Unless otherwise agreed to by EMRA., 1n case of exporting any rock

(d)

samples outside A RE.. samples equivalent 1 size and quality
shall, before such exportation, be dehvered to EMRA as
representative of the GOVERNMENT.

Oniginals of records can only be exported with the pernussion of
EMRA: provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A R E. may be
exported 1f a monmtor o a comparable record. if available, 13
matntamed 1 the A RE. and providad that such exports shall be
repatriated to ARE. promptly  tollowimg such processing o
analysis on the understanding that they belong to EMRA.
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(&) In the penod durmg wluch the CONTRACTOR 15 conducting the

(1)

(£)

()

Exploration operations, EMRA™ duly authonzed representatives o
emplovees shall have the nght to full and complete access to the
Area at all reasonable tunes with the night to observe the operations
bemng conducted and to mspect all assets, records and data kept by
CONTRACTOR. EMRA's representative, 1 exercismg 1its nights
under the preceding sentence of thus paragraph {e). shall not
intertere with CONTRACTOR s operations.

CONTRACTOR shall provide EMRA with copies of any and all
data (mncluchng. but not lmuted to, geological and geophysical
reports, logs and well survevs) mtormation and interpretation of
such data, and other intormation m CONTRACTOR s possession,
CONTRACTOR should fimmsh EMRA with quarterly and annual
techucal repoits or as per EMRA s request,

All these data shall be confidential and shall not be divulged by
EMRA without the witten consent of CONTRACTOR wlule this
Agreement 13 1n force during Exploration penods. For the parpose
of obtaming new offers, EMRA may show any other party
geophysical and geological data (such data to be not less than one
(1} vear old unless CONTRACTOR agrees to a shorter period,
which agreement shall not be wmeasonably withheld, however,
EMRA may at any time show another party such data diectly
obtamed over or acquued fiom those paits of the Area wlich

L. -

than one (1) vear old.

EMRA and CONTRACTOR shall at all tumes cooperate tully and
use their best etforts to acquire for thenr mutual benefit any data
which relates to the Areas 1n possession flom any other person o

entity.
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ARTICLE XIV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responstble 1n law toward
thid parties for any damage cansed by CONTRACTOR™S Exploration
operations and shall indenmmty the GOVERNMENT andior EMRA
against all damages tor wlich they mav be held hable on account of any
such operations.
ARTICLE XV
SAVING OF GOLD AND PREVENTION OF LOSS

CONTRACTOR and Joant Ventuwre Company shall talke all proper
measues, according to generally accepted methods m use in the numng
industry to prevent loss o waste of GOLD above or under the ground in
any form durmg Explottation operations. EMRA has the nght to prevent
any operation m any nune that it nught reasonably expect would result i
loss or damage to the nune.

ARTICLE XVI
RESTORATION, REHABILITATION AND POLLUTION

CONTRACTOR shall be responsible tor reasonable restoration and
rehabilitation of the swmtace of the Exploration Areas, Exploitation Areas
and any area outside the Exploitation Areas used by CONTRACTOR or
by the Jomt Venture Company. as the case may be and shall be
tesponsible tor the sate of substances and protection of open pits and
wells, CONTRACTOR and Jount Venture Company. as the ¢ase mav be,
shall also take all reasonable measwe to control and mininuze the etfects
of harmful pollutions and contanmunation to the extent practically
possible.
- All surtace and groundwater resources, 1f any should be handled in way
fo avold any land of harmbul pollution.
- Such restoration and control shall be accomplished 1 a manner
consistent with good nternational practice 1 the nuwnng industry,
giving due regard to the health and satety of the public,
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ARTICLE XVII
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such representatives may examine the books,
registers and records of EMRA, CONTRACTOR and Joint Venture
Company and make a reasonable munber of swrveys, drawings and tests
tor the purpose of enforcing this Agreement. They shall, for this pupose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Jomnt Ventwe Company on the condition that no
danger or mmpediment to the operations hereunder shall anse directly or
inchrectly from such use. Such representatives shall be given reasonable
assistance by the agents and emplovees of CONTRACTOR or Jont
Ventwre Company so that none of the activities shall endanger or lunder
the safety or efficiency of the operations. CONTRACTOR or Joint
Venture Company shall offer such representatives all privileges and
tacilities accorded to its own emplovees in the field and shall provide
them, fiee of charge, the use of reasonable office space and of adequately
turnished housing while they are 1 the field for the purpose of
tacilitating the objectives of tlus Article. Without prejudice to Article
XIII (e) any and all information obtained by the GOVERNMENT or 1ts
representatives under thus Article XVII shall be kept confidential with

respect to the Area.
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ARTICLE XVIII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It 15 the deswe of EMRA and CONTRACTOR that operations
hereunder be conducted 1n a business-like and efficient manner.

(1) The expatiiate adnumstrative, professional and technical personnel
emploved by CONTRACTOR or Jomnt Venture Company and
the personnel of 1ts contractors for the conduct of the operations
hereunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Muusterial Order No. 280 of
1981 as amended, and CONTRACTOR agrees that all
mnugration, passport, visa and emplovment regulations of the
ARE. shall be applcable to all alien emplovees of
CONTRACTOR working in the A RE.

(2) A nummum of twenty-five percent (25%) of the combined
salartes and wages of each of the expatnate adnunistrative,
professional  and  teclumcal  personnel  emploved by
CONTRACTOR or Jont Venture Company shall be paid
monthly in Egyptian Currency.

(b) CONTRACTOR and Joint Ventwwe Company shall each select its
emplovees and determine the number thereot, to be used for
operations hereunder.

(¢) CONTRACTOR shall after consultation with EMRA, prepare and
carty out specialized traimng programs for all 1it’s A R E. emplovees
engaged 1 operations hereunder with respect to applicable aspects
of the mung ndustry,. CONTRACTOR and Joint Ventwre
Company undertake to replace gradually themr non-executive
expatriate staff by qualified nationals as they are available.
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(d) Training during Exploration periods :

(e)

()

In each financial vear of exploration periodss, an amount 1 U.S.
Dollars that equal to one percent (1%) of the Annual Exploration
Expenditures or the sum of thirty thousands (30.000) U.S Dollars,
whichever 1s lugher, shall be allocated by the Contractor as an

Exploration Training Budget for EMRA’S personnel.

This exploration traming cost shall be recovered as Recoverable

Exploration Cost .
Training during Exploitation periods :

In each financial vear of exploitation period, an amount i US
Dollars that equal to halt percent (0.5%) of the Annual
Exploitation and Operating Expenditures shall be allocated by JToint
Ventwe Company as an Exploitation Traming  Budget tor

EMRA’S personnel.

This exploitation training cost 13 considered as Recoverable

Exploitation Expenditures.

Traumng programs shall be arranged and orgamzed by the Contractor
or Jomt Venture Company at EMRAS request. In the event that the
total cost of such programs 1s less than the allocated training
budget, the difference shall be paid in cash by Contractor™ Joint
Venture Company to EMRA. However, and subject to EMRA’s
request, EMRA shall have the right to take the whole or part of

allocated amowunt for traming . in cash.
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ARTICLE XIX
LAWS AND REGULATIONS

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

(b)

(c)

No. 86 of 1956 and the regulations issued for the mmplementation
thereof, including the regulations for the sate and efficient
performance of operations carried out for the execution of this
Agreement and for the conservation of the GOLD resowrces of the
ARE. provided that no regulations, or modification or
interpretation thereot, shall be contrary to or inconsistent with the
provisions of this Agreement.

CONTRACTOR and Joint Venture Company shall be subject to the
provisions of the Law No. 4 of 1994 concerning the environment
and 1ts executive regulation as may be amended, as well as any laws
or regulations may be issued, concerning the protection of the

environment.

Except as provided in Article III for Income Taxes, EMRA,
CONTRACTOR and Joint Venture Company shall be exempted
from all taxes and duties, whether 1mposed by the GOVERNMENT
or numicipalities mcluding among others, Sales Tax, Value Added
Tax and Taxes on the Extracting, Producing, Exporting or
Transpoarting of GOLD and Assoclated Minerals as well as any and
all withholding taxes that might otherwise be mmposed on dividends,
interest, technical service fees, patent and trademark rovalties and
stmtlar 1tems or distiibutions of any income to the shareholders of
CONTRACTOR, CONTRACTOR shall be exempted from any tax

on capital including any tax on real estate.
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()  The nghts and obligations of EMRA and CONTRACTOR under.

and for the etfective term of this Agreement shall be governed by
and m accordance with the provisions of tlus Agreement and can
only be altered or amended by the wiitten mutual agreement of the
Saird confracting parties and accorchng to the same procedures by
which the onginal agreement has been 1ssued.

() The confractors and sub-confractors of CONTRACTOR and Joint

(£)

Ventwe Company shall be subject to the provisions of this
Agreement which atfect them. Insofar as all regulations which are
duly 1ssued by the GOVERNMENT apply from tune to tune and
are not 1n accord with the provisions of tlus Agreement, such
regulations shall not apply to CONTRACTOR. Joint Vente
Company and thew respective contractors and subcontractors, as the
case may be.
EMRA, CONTRACTOR, Jomt Ventme Company and then 1espective
contractors and subcontractors shall for the purposes of this
Agreement be exempted trom all protessional stamp duties. imposts
and levies mmposed by svndicates laws with respect to then
documents and activities hereunder.

All the exemptions from the application of the ARE. laws o
regulations granted to EMRA, CONTRACTOR, Jomt Venhue
Company, then contractars and  sub-confractors  under  this
Agreement shall include such laws and regulations as presently m
ettect or hereatter amendad or substituted,

ARTICLE XX
ASSIGNMENT

Neither EMRA nor CONTRACTOR may assign to a persorn, firm o
corporation, 1n whole or 1n part, anv of its nghts, privileges. duties
or obligations under this Agreement either dwectly or mdirectly
without the witten consent of the  Govermment and m all cases of
prionty shall be given to EMRA 1f 1t s0 desires to obtaimn the mterest
intended to be assigned subyject to paragraph (2) ot tlus Article.
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(b) To enable consideration to be given to any request for such consent

the following conditions must be fulfilled:

(1) The obhgations of the assignor derrving from this Agreement
nmust have been duly fulfilled as of the date such request 1s

made.

(2) The mstrument of assignment must include provisions stating
precisely that the assignee 135 bound by all covenants contained
n this Agreement and any modifications or additions i writing
that up to such time may have been made. A draft of such
mstrument of assignment shall be submitted to EMRA for

review and approval before being formally executed.

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

competence.

(¢) Any assignment, sale, transter or other such convevance made
pursuant to the provisions of this Article (XX) shall be fiee of any
transter, capital gain taxes or related taxes, chaiges or fees
mncluding without hmmtation, all Income Tax, Sales Tax, Value

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

() Aslong as the assignor shall hold any interest under this
Agreement, the assignor together with the assignee shall be jointly
and severally liable for all duties and obligations of CONTRACTOR

under this Agreement.
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(e) Once the assignor and a proposed third paity assignee, have
agreed the final conditions of an assignment, the assignor shall
disclose such final conditions 1na witten notification to EMRA.
EMRA shall have the night to acquure the interest intended to be
assigned, if, withmn sixty (60) days from assignor’s wiitten notification,
EMRA delivers to the assignor a witten notification that it
accepts the same conditions agreed to with the thurd party assignee.
If EMRA does not deliver such notification within such sixty (64)
davs pertod, the assignor shall have the 1ight to assignto the
proposed third party assignee,  subject to the GOVERNMENT
approval under Paragraph (a) of this Article (XX).

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

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the night to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR,
in the following mstances:

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

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

3) Ifitis adjudicated bankiupt by a cowt of competent jurisdiction;

4y If 1t does not comply with any final decision reached as the result
of comt proceedings conducted under Article XXIV.
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5) It at mtentionally extracts any nuneral other than GOLD and
assoclated munerals not anthonzed by thus Agreement or without
the authorty of the GOVERNMENT, except such extractions as
may be unavoidable as the result of the operations conducted
hereunder i accordance with accepted GOLD industry practice
and which shall be notitizd to the GOVERNMENT or its

representative as soon as possible.

6) It 1t conimits any material breach of thus Agreement or ot the
provisions of Law No. 66 of 1953, as amended by Law No. §6
of 1956, which are not contradicted by the provisions ot tlus

Agreament.

such cancellatton shall take place without prejudice to any
rights which mayv have accrued to the GOVERNMENT against
CONTRACTORK 1 accordance with the provisions of this

-~

Agreement. and. 1 the event of such cancellation,
CONTRACTOR, shall have the night to remove from the Area

all 1ts personal property.

(by It the GOVERNMENT deems that one of the atore Said causes
(other than a force majeure cause referred to 1 Article XXII) exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) dayv wiitten notice personally served
on CONTRACTOR'S General Manager m the legally otficial
mainer and recept of wliuch 15 acknowledged by hun or by lus
legal agents. to remedy and remove such cause, but 1t for any
reason such service 13 mmpossible due to unnotified change of
address, publication in the Otficial Jowrnal of the GOVERNMENT
of such notice shall be considered as wvalid service upon
CONTRACTOR. If at the end of the Satd mmnety (90) day notice
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(a)

(b)

period such cause has not been remedied and removed, this
Agreement may be canceled forthwith by Order or Presidential
Decree as afore Said; provided however, that if such cause, or the
tallure to remedy or remove such cause, results from any act or
omission of one party, cancellation of thus Agreement shall be
etfective only against that party and not as against any other party

hereto.
ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EMRA and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and to the extent that, such non
-performance or delay 15 caused by force majewe. The period of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done dwing
such delay, shall be added to the time given 1n this Agreement for
the performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks atfected by

"Force Majeure".

"Force Majewe" within the meamng of this Article XXII, shall
include, but not be hmited to any act of God, insurrection, riot, war,
and other labor disturbance, fires, floods or any cause not due to the
fault or negligence of EMRA and CONTRACTOR or either of
them, whether or not similar to the foregoing, provided that any
such cause 1s bevond the reasonable control of EMRA and
CONTRACTOR, or etther of them.
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(c)

(d)

(b)

Without prequdice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall mncwr no responsibility
whatsoever to EMRA and CONTRACTOR, or either of them for
any damages, restrictions or loss ansig i consequence of such

case of force majewe.

If the force majeure event occws during the mmtial Exploration
period or extension thereof and contimues 1n effect for a pertod of
s1x (6) months CONTRACTOR shall have the option upon nminety
(90 day prior written notice to EMRA to terminate 1ts obligations

hereunder without finther liability of any kind.
ARTICLE XXIII
RIGHT OF REQUISITION

In case of national emergency due to war or muminent expectation of
war o1 internal causes, the GOVERNMENT may requsition all or
part of the production from the Area obtained hereunder and requure
The Joint Venture Company to increase such production to the
utmost  possible maxinmmum. The GOVERNMENT may also
requisition the GOLD Mine (3) itself and, 1f necessary, related
tacilities.

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

views with respect to such requisition

(¢) The requsition of production shall be effected by Mimsterial Order.

Any requisition of the GOLD mine (5), or any related facilities shall
be effected by a Presidential Decree duly notified to EMRA and
CONTRACTOR.
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() In the event of any requusition as provided above, the GOVERNMENT

(a)

(b)

shall mndemmty in full EMRA and CONTRACTOR for the period

dwing which the requusition 1s maintained, icluding:
1 - All damages which result from such requisition; and

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

ot such production.

However, any damage resulting from enemy attack 1s not within the
meaning of this paragraph (d). Pavment hereunder shall be made to
CONTRACTOR 1n U.S. Dollars renuttable abroad. The price paid
to CONTRACTOR for taken GOLD and associated minerals shall

be calculated 1n accordance with Article VII (C).
ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or clamm arsing out of or relating to this
Agreement or the breach, termination or imvalidity thereot, between
the GOVERNMENT and the parties hereto shall be referred to the
qurischiction of the appropriate A RE. Courts and shall be finally

settled by such Courts according to the Egyptian law.

Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, ternunation or invalidity thereof between
EMRA and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
tor International Conunercial Arbitration (the Center) in effect on
the date of tlhuis Agreement. The award of the arbitrators shall be

tinal and binding on the parties.
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(¢} The mumber of arbitrators shall be tlhree (3).

() Each party shall appoint one arbitrator. It, withun thuty (3¢) davs
atter receipt of the claimant’s notification of the appoimntment of an
arbitrator the respondent has not notitied the claumant 1 writing of
the name of the arbitrator he appoints. the clanmant mayv request the

Center to appoint the second arbitrator

(¢) The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If witlhin
thity (30) davs atter the appoimntment of the second arbitrator, the
two arbifrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of
the Permanent Cowt of Arbitration i The Hague- Netherlands to
destgnate the appownting authorty. Such appointing anthonty shall
appomt the presichng arbitrator in the same wav as a sele atbitrator
would be appomted under Aaticle 6.3 of the UNCITRAL
Arbitration Rules. Such presicing arbitrator shall be a person of a
nattonality  other than the ARE or the country of the
CONTRACTOR and ot a country wluch has diplomatic relations
with both A R.E. and the country ot the CONTRACTOR and who
shall have no economic interest m the muung business of the

signatories hereto.

(f)y Unless otherwise agreed by the parties to the arbitration, the
arbitration, inchuchng the making of the award, shall take place m
Cano, A.RE.

(g) The arbitral award rendered shall be final and binding upon the
parties mcluding the expenses of the arbitration and 1elated 1s3ues,
The execution of the arbitral award before competent cowt

accorchng to the Egyptian law.
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(hy  Egvptian Law shall apply to the dispute except that 1 the event of

(a)

(b)

any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (ncluding the arbitration provision)
shall prevaill. The arbitration shall be conducted 1 English and
Arabic language,
EMRA and CONTRACTOR agree that if, for whatever reason,
arbitration i accordance with the above procedure cannot take
place, all disputes. controversies ar claums ansing out of or relating
to this Agreement or the breach, ternunation or invalidity thereof
shall be settled by and hoc arbitration agreed by the parties m
accordance with the UNCITRAL Rules 1 effect on the Effective
Date. And 1t ad hoc arbitration can not talke place. all disputes shall
be settled by the appropriate A R E. Cowrts.
ARTICLE XXV

STATUS OF PARTIES
The nghts. duties, obligations and habilities 1n respect of EMR A and
CONTRACTOR hereunder shall be several and not jomt or
collective, 1t bemng understood that tlus Agreement shall not be
construed as  constituting an  assoclation or  corporation o
partnershup.
Each CONTRACTOR Member shall be subject to the laws of the
place where 1t 15 mncorporated regarchng its legal status or creation,
orgamzation, charter and by-laws, shareholding, and ownership.
Each CONTRACTOR Member's shares of capital wluch are
entirely held abroad shall not be negotiable m the A R E. and shall
not be otfered tor public subscrption m the A R.E. nor shall be
subject to the stamp tax on capital shares nor any tax or duty in the
ARE. CONTRACTOR shall be exempted from the application of
Law No. 139 ot 1981 as amended.
In the event the CONTRACTOR consists of more than one
CONTRACTOR MEMBER, all CONTRACTOR MEMBERS
shall be jomntly and severally hable for the performance of the
obligations of CONTRACTOR under this Agreement.
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ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Jomt Ventwe Company, as the case may be, and

their contractors shall:

(a) Give pronty to local contractors and subcontractors, including
EMRA™ Affiliated Companies as long as thewr performance 1s
comparable with international performance and the prices of their
services are not lugher than the prices of other contractors and
subcontractors by more than ten percent (10%).

(b) Give preference to locally mamufactured matenal, equipment,
machinery and consumables as long as thewr quality and time of
delivery are comparable to intemnationally available matenal,
equipment, machinery and consumables.

However, such matenal, equipment, machinery and consumables
may be mported for operations conducted hereunder if the local
price of such items at CONTRACTOR'S o Jomnt Venture
Company’s operating base 1 A R E. 15 more than ten percent (1{0%)
higher than the price of such mmported items betore customs duties,
but after transportation and msurance costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version of tlus Agreement shall, before the cowts of
A RE. be referred to in construing or interpreting this Agreement;
provided however, that in any arbitration pursuant to Article XXIV
herein above between EMRA and CONTRACTOR the English and
Arabic versions shall both be referred to as having equal force 1n
construing or interpreting the Agreement.
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ARTICLE XXVIII
GENERAL
The headings or titles to each of the Articles to this Agreement are solely
for the convenience of the parties hereto and shall not be used with
respect to the mterpretation of Said Articles.
ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVYERNMENT
This Agreement shall not be binding upon any of the parties hereto
unless and until a law 13 1ssued by the competent authorities of the A RE.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement 1s signed by

the GOVERNMENT, EMRA, and CONTRACTOR,

THANI DUBAI MINING,
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)

AND

THANI DUBAI MINING COMPANY

IN
WADI KARRIM AREA,
EASTERN DESERT,
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 15 a provisional illustrative map showing the Area covered

and affected by this Agreement.

- The Concession Area measures approximately eight thumslreds and
thixty - five square kilometers (833 km?). It is composed of all or part
of Exploration Blocks, the whole Blocks are defined on a three (3)
nunutes latitude by three (3) minutes longitude grid.

Coordinates of the comer points of the Area are given in the following

table wlich forms an integral part of Annex "A™

Point Lat. Long,
: 25" 5 33040
- a0 347 07
’ 2 45 340 07

: el 330 40°
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ANNEX "B"
Hlustrative Map Showing the Covered Aren
Of
CONCESSION AGREEMENT
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
THANI DUBAI MINING COMPANY
IN
WADI KARRIM AREA,
EASTERN DESERT,
A.R.E.

Almex "B" 1s a provisional illustrative map at an approxumate scale of

- It 13 to be noted that the delineation lines of the Area 1in Annex "B" are
imtended to be only illustrative and provisional and mayv not show
accurately thewr true positton mn relation to existing monuments and
geograplucal teatures.

WL L ! e A s o e W IX DL A R G k. 20 oA L A S R e AR S A e KX 200 O R I S D A R 8 A e D R AR G AT a2 -l S| 5L

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

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

The Undersigned. National Bank of Egvpt as Guarantor, hereby
guarantees to the Egvptian Mineral Resources Authonity ( hereinatter
reterred to as " EMRA") to the lumt of three hundied and sixty
thousands (§360,000) US Dollars, the pertormance by THANI
DUBAI MINING (heretnatter reterred to as (TDM) of 1ts obligations
requited for Exploration operations to spend a mummum tow
hundred and sixty thousands ($360.0040) U.S. Dollars during the fust
vear of the Exploration penod wnder Article IV of that certain
Concession Agreement (heremafter reterred to as the "Agreement”)
covering that Area described m Annexes "A" and "B" of Said
Agreement, by and between the Arab Republic of Egypt (heremnatier
referred toas "TARE™, EMRA and TDM. dated -------=mmemmeem-

It 15 understood that this Guaranty and the hiability of the Guarantor
hereunder shall be reduced quarterly. dunng the period of
expenditure of Said three hundied thousands and sixty thousands
($360.000) U.S. Dollars by the amount of money expended by TDM
tor such Exploration operations durmg each such quarter.  Each
such reduction shall be established by the jomnt wiitten statement of
TDM and EMRA.

In the event of a clatm by EMRA of non-performance o surrender
of the Agreement on the part of CONTRACTOR prior to tulfillment
of Sard mummum expenciture obligations under Article IV of the
Agreement, there shall be no liabiity on the undersigned Guarantor
tor pavment to EMRA unless and wntil such hability has been
established by written statement of EMRA setting forth the amount
due under the Agreement.
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It is a further condition of this Letter of Guaranty that:

1 - This Letter of Guaranty will become available only provided that the
Guarantor will have been mformed in witting by TDM and EMRA
that the Agreement between ............ A R E. and EMRA has become
etfective according to its terms, and Said Guaranty shall become
etfective on the Effective Date of Said Agreement.

2 - This Letter of Guaranty shall in any event automatically expire on
whichever eatlier date :

(a) Eighteen (18) months atter the date 1t becomes effective, or

(b) At such tume as the total of the amounts shown on quarterly joint
statements of EMRA and TDM equals or exceeds the amount of
Satd mummum expenditure obligation,

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

- TDM has failled to perform its expenditure obligations reterred to
1 this Guaranty, and

- TDM has tailed to pay the expenditure deficiency to EMRA.
Please retun to us this Letter of Guaranty in the event 1t does not

become effective, or upon the expiry date.

Yowrs Faithfully,
Accountant | ---------mmm e e e

Manager | ------mmmmmmmmmmm e

Date e mm————————————————————— e
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ANNEX "D"
CHARTER OF JOINT VENTURE COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAR REPUBLIC
OF EGYPT shall be tormed with the anthorzation of the
GOVERNMENT m accordance with the provisions of tlus Agreement
retened to below and of tlns Charter,

The Company shall be subject to all laws and regulations 1n torce n the
A RE. to the extent that such laws and regulations are not inconsistent
with the provisions of this Charter and the Agreement reterred to below.

ARTICLE 11

The name ot the Jomnt Ventiwe Company shall be mutually agreed upon
between EMRA and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Muiuster of
Petroleum.

ARTICLE III

The Head Office of Jomt Venture Company shall be inthe AR E ..

ARTICLE IV

The object of Jont Ventwre Company 1s to act as the agency through
which EMRA and CONTRACTOR. canry out and conduct the
Exploitation and fwnther Exploration operations requured 1 accordance
with the provisions of the Agreement signed on the ------ day of
smmmmmmmmeeeeee 20M)7 by and between the Arab Republic of Egvpt, The
Egyptian Mineral Resomces Authority and CONTRACTOR covering
Explottation operations 1n Wadl [areem ARE A, descnibed therein.

The Jomnt Venture Company shall be the agency to canry out and conduct
Exploration operations atter the date of Comumercial Discovery 1 any
portion of the Area converted into a Explottation Lease pursuant to Work
Programs and Budgets approved in accordance with the Agreement.

The Jomt Venture Company shall keep account of all costs, expenses and
expenditures for such operations wnder the terms of the Agreement and
Annex "E" thereto.
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The Jomnt Ventiwe Company shall not engage 1 any business on
undertake any activity beyvond the pertormance of Said operations unless
otherwise agreed upon by EMRA and CONTRACTOR.

ARTICLE Y

The authonzed capital of Jomt Venture Company 1s twenty thousand
(20 000)) Egvptian Pounds divided into five thousand shares of conumon
stock with a value of towr Egyptian Pounds per share having equal voting
rghts, tully paid and non-assessable. EMRA and CONTRACTOR shall
cach payv for. hold and own. tluoughout the life of Joint Venture
Company, one halt (1/2) of the capital stock of Jomt Venture Company
(2501} shares for EMRA and 23500 shares tor TDM )providead that only
the event that either party should transter or assign the whole or any
percentage of its ownershup interest i the entirety of the Agreement, may
such transterring or assiging party transter or assign any of the capital
stock of Operating Company and, o that event, such transterrng on
assigning paity (and its successors and assignees) must  transter and
assign a stock mterest 11 Operating Company equal to the transterred or
assigned whole o1 percentage of 1ts ownership interest 1n the entunety of

the Sard Agreement.
ARTICLE VI

The Joint Venture Company shall not own any right, title, mterest or
estate 1n or under the Agreement or any Exploitation Lease created there
under or 1 any of the GOLD or associated nunerals produced from any
Exploration Block or Exploration Lease there under or m any of the
assets. equupment or other property obtamed or used 1 connection
therewith, and shall not be obligated as a prmncipal tor the financing o
performance of any of the duties or obligations of either EMRA o
CONTRACTOR under the Agreement.
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ARTICLE VII

The Jowunt Venture Company shall be no more than an agent tor EMRA
and CONTRACTOR., Whenever 1t 15 indicated herein that The Joimnt
Venture Company shall decide, take action or make a proposal and the
like, 1t 1s nnderstood that such decision or judgment 1s the result of the
decision or judgment of EMRA, CONTRACTOR or EMRA and
CONTRACTOR, as mav be requured by the Agreement.

ARTICLE VIII

The Jomt Venture Clompany shall have a Board of Directors consisting of
aight (8) members, Fown {(4) of whom shall be designated by EMRA and
the other Four (4) by CONTRACTOR. The Chairman shall be designated
by EMRA and shall also be a Managing Director, CONTRACTOR shall
designate the General Manager who shall also be a Managing Director.

ARTICLE IX
Decisions of the Board of Duectors shall be valid 1f a majontty of the
Directors are voted and any decision taken mmst have the atfirmative
vote of five (5) or mare of the Directors, provided, however, that any

Director mayv be represented and vote by proxy held by another Directon
ARTICLE X

Assembly meetings ot the Shareholders shall be valid 1f a majority of the
capital stock of Operating Company 1s represented thereat. Any decision
talen at such meetings must have the atfirmative vote of Shareholders
OWILNE O1 Tepresenting a majority of the capital stock.

ARTICLE XI
The Board of Duectors shall approve the regulations covering the terms
and conditions of emploviment of the persomnel of Joint Ventwe

C'ompany emploved duectly by Joint Venture Clompany and not assigned
thereto by CONTRACTOR and EMRA.
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The Board shall, n due comrse, draw up the By-Laws of Joint Venture
Company and such By-Laws shall be etfective upon being approved by
a General Meeting of the Shareholders, in accordance with the provisions

of Article X hereot
ARTICLE XII

The Joint Ventwe Company shall come into existence within thirty (3()
days after the date of Commercial GOLD Discovery as provided for in

the Agreement. (unless otherwise agreed by EMRA and Contractor).

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

chration of the Said Agreement, icluding any renewal thereof.

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

to above 15 ternunated for any reason as provided tor therem.

THANI DUBAI MINING,
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

(a) Definitions:

The definitions contained in Article I of the Agreement shall apply to

this Accounting Procedure and have the same meamngs.

() Statements of activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,

2)

render to EMRA within thnty (30) days of the end of each
calendar quarter a Statement of Exploration Activity retlecting
all charges and credits related to the Exploration Operations
conducted 1 any portion of the Area not converted into an
Exploitation Lease tor that quarter summanized by approprate
classifications indicative of the nature thereof.

Following its coming into existence, Joint Ventwre Company
shall render to EMRA and CONTRACTOR withun fitteen (13)
days of the end of each calendar quarter a Statement of
Exploitation and Exploration Activity reflecting all charges and
credits related to the Exploitation and Exploration operations
concucted 1 any portion of the Area converted mto a
Exploration Lease for that quarter summarized by appropriate
classifications indicative of the nature thereof, except that items
of controllable material and wnusual charges and credits shall

be detailed.
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(¢) Adjustments and Audits:

(1)

2)

Each quarterly Statement of Exploration Activity pursuant to
Article T (b) (1) of this Annex shall conclusively be presumed
to be tiue and cowrect after three (3) months following the
receipt of each Statement by EMRA unless witlhun the Said
three (3) months EMRA takes written exception thereto
pursuant to Article IV ()) of the Agreement. Duning the Said
three (3) months period supporting documents will be available

for imspection by EMRA during all working hours.

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

sub-paragraph.

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

manner as provided in Article IV (3) of the Agreement.
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(d) Currency Exchange:

(e)

()

(g)

CONTRACTOR'S books for Exploration and Joint Venture
Company’s books tor Exploitation and Exploration, if any, shall be
keptin the ARE. i U.S. Dollars.

All TS, Dollars expenditures shall be charged in the amount
expended. All Egyptian Pounds expenditures shall be converted to
U.S. Dollars at the applicable rate of exchange 1ssued by the Central
Bank of Egyvpt on the first day of the month in which expenditures
are recorded, and all other non-U.S. Dollars expenditures shall be
translated to U.S. Dollars at the buyving rate of exchange for such
currency as quoted by National Westmuinster Bank Linuted, London
at 10,30 am. G.MT., on the first day of the month m which
expenditures are recorded. A record shall be kept of the exchange
rates used i translating Egyptian Pounds or other non-U.S Dollars
expenditures to U.S. Dollars.

Precedence of Documents:

In the event of any inconsistency or contlict between the provisions
of this Accounting Procedwe and the provisions of the Agreement
treating the same subject differently, then the provisions of the
Agreement shall prevail.
Revision of Accounting Procedure:

By mutual agreement between EMRA and CONTRACTOR, this
Accounting Procedure may be revised in wiiting from tume to tune
in the light of futwre arrangements.

No Charge for Interest on Investment:

Without prejudice to Article I1I (h) of tlhis Agreement, Interest on
mvestment or any bank fees, charges or commissions related to any
bank guarantees shall not at any tume be charged as recoverable
costs under the Agreement.
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

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

() Surface Rights:

All  direct cost attributable to the acquisition, renewal o

relinqushment of switace rights acquured and maintaimned in force for

the Area.
() Labor and Related Costs:

(1) Salares and wages of CONTRACTOR'S or Jomnt Venture
Company’s emplovees, as the case may be, directly engaged 1n
the various activities under the Agreement including salaries and
wages pawd to geologists and other emplovees who are
temporanly assigned to and emploved in such activities,
Reasonable revisions of such salaries and wages shall be effected
to take into account changes in CONTRACTOR'S policies and
amendments of laws applicable to salaries.

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

(2) For expatriate emplovees permanently assigned to Egypt:

1. All allowances applicable to salaries and wages;

2. Cost of established plans; and
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. All travel and relocation costs of such expatiiate emplovees and

thewr fanulies to and from the emplovee’s country or point of
origin at the tume of employment, at the time of separation, or
as a result of transter from one location to another and tfor
vacation (transportation costs for emplovees and their families
transferring from the A R E. to another location other than their
country of onigin shall not be charged to A R.E. Operations).
Costs under this Article II (b) (2) shall be deemed to be equal to
seventy five percent (75%) of basic salaries and wages paid tor
such expatriate personnel including those paid during vacations
and sick  leaves as  established 1 CONTRACTOR's
international policies, chargeable wunder Article II (b) (1),
Article II (1), Article IT (k) (1) and Article II (k)}3) of tlus
Alnex,

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

regard to the following benefits, allowances and costs

1. Housing and Utilities Allowance.

-2

CConmmmodities and Services Allowance.

(o)

. Special Rental Allowance.

Jhs

. Vacation Transportation Allowance.

!’\Jl

. Vacation Travel Expense Allowance.

N

. Vacation Excess Baggage Allowance.

. Education Allowances (Children of Expatiiate Emplovees).

o0

. Hypothetical U.S. Tax Otfset (which results in a reduction of
the chargeable percentage).



VoA B R YV 3 () ¥ sl = des Sl 5y 4

VEE

G| Gaza¥ ] e 3o =4

I il lasuad] IS =Y -

A RIRE (RN WIERY

b 3 Jay =V Y

selidl s -V

sl e ol gl ol -\ ¢

oLl ol plall — Vo

adly (2 1 =3

(e gl S5 Y1 3 Saudh i « L)) e 3ull 3301 i -\ Y

Sl s VA

iy Sl Tid Juy =44

bl il onaladf Ui Y

Jlaadl oliay gas =YY

Wl air 1Y rolsy  Jhad)l orelalt —¥ ¥

b A fas cliis -y

s ol =¥ £

f.Ui.:JI i WL T b 3 6;—‘*i Uj—o_,i Ny o) elius Ll Yo
. Jalidd il Joull

b o Ol (1) &N IS ey Tl eatdl 3 Bl 5l

s Slamacianl Jo Lgd i) SRk iy ol BN 35 ol

AU sda iaxds S0



Veo

ERY SO RIVE £ DN PUTH I L BNV L YWY

14},

13,

Storage of Personal Effects.

Housing Refurbishment Expense.

. Property Management Service Fees,
. Recreation Allowance.

. Retirement Plan.

. Group Lite Insurance.

. Group Medical Inswrance.

. Sickness and Disability.

. Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).

Savings Plan.

19- Military Service Allowance.

20

21

22

23

FICA,

Workman's Compensation.

. Federal and State Unemployvment Insurance.

Personnel Transter Expense.

24, National Inswrance

25

Any other Costs, Allowances and Benefits of a like nature

as established in CONTRACTOR'S International Policies.

The percentages outlined above shall be reviewed at intervals

of tlnee (3) vears from the Etfective Date and at such time

CONTRACTOR and EMRA will agree on new percentages to

be used under this paragraph.
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Revisions of the percentages will take into consideration
varlances 1 costs and changes 1 CONTRACTOR's
international policies which change or exclude any of the above
allowances and benefits. The revised percentages will reflect as
nearly as possible CONTRACTOR’s actual costs of all its

established allowances and benefits and of personnel transfers.

(3) For expatiate emplovees temporanly assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatoates as pard 1n accordance with
CONTRACTOR s international policies. Such costs shall not
include any adnmnistrative overhead other than what 1s

menfioned in Article II (k) (2) of this Annex.

(4) Costs of expenditure or contributions made pursuant to law or
assessment 1mposed by Governmental authonty which are
applicable to labor cost of salanes and wages as provided under
Article II (b) (1), Article II (b) (2). Article II (1), Article II (k) (D)
and Article IT (k) (3) of thus Annex.

(¢) Benefits, allowances and related costs of national employees:

Bomuses, overtime, customary allowances and benefits on a basis
stimilar to that prevailling for Mining companies operating in the
ARE., all as chargeable under Article II (b) (1), Article IT (1),
Article IT (k) (1) and Article IT (k) (3) of this Annex. Severance pay
will be charged at a fixed rate applied to pavrolls which will equal an
amount equivalent to the maxinnum lhability for severance pavment

as required under the A R.E. Labor Law.
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(d) Material
Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or Joint Venture Company.
(1) Purchases:
Material, equipment and supplies purchased shall be at the price
patd by CONTRACTOR or Joint Venture Company plus any
related cost and after deduction of all discounts actually
recetved.
(2) Material Furnished by CONTRACTOR:
Material requured for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR'S o CONTRACTOR'S
Affiliated Companies stocks outside the AR.E. under the
following conditions:
1. New Material (Condition "A™)
New Matertal transterred from CONTRACTOR'S or
CONTRACTOR’S Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied 1s not hugher than international prices for
material of siular quality supplied on smular terms,
prevailing at the time such material was supplied.

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

a) Material which 13 1 sound and serviceable condition and
15 suitable for reuse without reconditiomng shall be classed
as Condition "B" and priced at seventy five percent (75%)
of the price of new material.

1) Material which cannot be classitied as Condition "B" but
which 1s serviceable for original function but substantially
not suitable for reconditioning, shall be classed as
Condition "C" and priced at fifty percent (50%) of the price
of new material.
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(3)

¢) Matertal which camnot be classitied as Condition "B" or
Condhition "C" shall be priced at a value commensurate
with 1ts use.

d) Tanks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of knocked -

down new price.
Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished bevond
or back of the dealer’s or manutacturer’s guaranty; and in case of
defective matenial, credit shall not be recorded until adpustment
has been received by CONTRACTOR from manufactwers or

their agents.

(e) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and supplies necessary

(2)

(3)

for the conduct of CONTRACTOR'S or Jomnt Venture

Company s activities.

Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatriate and national emplovees, as incwred and paid by, or
for, emplovees 1 the conduct of CONTRACTOR'S or Joint

Venture Company s business.

Emplovees transportation and relocation costs for national

emplovees to the extent covered by established policies.

(f) Services:

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

and utilities procwed from third parties.
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(2) Cost of services performed by EMRA or by CONTRACTOR, or
their Affiliated Companies 1 facilities mside or outside the
A R.E. Regular, recurting, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EMRA andior CONTRACTOR or thenr Affiliated
Companmes at an agreed contracted price. Major projects
imvolving engineering and design services shall be performed by
EMRA andior CONTRACTOR or then Affihiated Companies at

a negotiated contract amount.

(3) Use of EMRA, CONTRACTOR’S o then Affiliated Companies’
wholly owned equpment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not

1n excess of competitive rates currently prevailing i the AR E.

(4) CONTRACTOR'S and CONTRACTOR’S Aftfiliated Companies”
rates shall not include any admimstrative or overhead costs
other than what 15 mentioned 1 Article II (k) (2) of tlus

Annex.
(g) Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses mcwmred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Jont Ventwe
Company  through the exercise of 1easonable diligence.
CONTRACTOR or Jont Ventwe Company  shall furmish EMRA
and CONTRACTOR written notice of damages or losses mcurred in
excess of ten thousand ($10.000) U.S. Dollars per occurrence, as
soon as practicable after report of the same has been received by
CONTRACTOR or Joint Venture Company.
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(h) Insurance and Clyims:

()

The cost of any public liability, property damage and other msurance
and/or the parties or any of them to their emplovees and/or outsiders
as mayv be requumed by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such mswance or claum collected, less the actual cost of making
a clatm. shall be credited against operations.

If no mswrance 1s carrled for a particular sk, m accordance with
good mternational Mining practices, all related actual expendhitures
mcwmred and paid by CONTRACTOR or JToint Ventore Company 1n
seftlement of any and all losses, ¢lanms, damages, judgments and any
other expenses, mcluding legal services.

Indirect Expenses:

Camp overhead and facilities such as shore base. warehouses. water
systems, road svstems, salarles and expenses of field supervisory
personnel, field clerks, assistants, and other general emplovees
mchrectly serving the Area.

Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessaly of expedient for the protection of the Area, meluding
attorney’'s tees and expenses as herematter provided, together with
all judgments obtained agamst the parties or any of them on account
of the operations under the Agreement, and actual expenses incured
by any party or parties hereto 1n securing evidence tor the paupose of
detending agamst any action or c¢laun prosecuted or wged against
the operations o1 the subject matter ot the Agreement. In the event
actions or clamms attecting the interests hereunder shall be handled
by the legal staff of one or more of the parties hereto, a chaige
commensurate with cost of providing and tumshng such services
may be made to operations.
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(k) Administrative Overhead and General Expenses:

(1) Wlile CONTRACTOR 15 conducting Exploration operations, the

(2)

cost of staffing and maintaimng CONTRACTOR'S head office
in the A RE. and/or other offices established i the A RE. as
appropriate other than field offices which will be charged as
provided i Article II (1) of this Annex, and excepting salaries of
emplovees of CONTRACTOR who are temporarily assigned
to and directly serving on the Area, which will be chairged as

provided mn Article IT (b) of this Amnex.

CONTRACTOR'S adnunistrative overhead outside the ARE.
applicable to Exploration operations in the A RE. shall be
charged each month at the rate of five percent (5%) of total
Exploration expenditures, provided that no admumstrative
overthead of CONTRACTOR outside the A R.E. applicable to
A R.E. Exploration operations will be charged for Exploration
operations concucted by Joint Venture Company. No other
direct charges as such for CONTRACTOR’'S adnumnistrative
overhead outside the ARE. will be applied against the
Exploration obligations.

Examples of the type of costs CONTRACTOR 1is incurring and
charging hereunder due to activities under this Agreement and

covered by said percentage are:

[—

. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems.

(o)

. Purchasing - Procuring materials, equipment and supplies.
4. Exploration and Production-Directing, advising and controlling

the entire project.
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5. Other departments such as legal, comptroller and engineering
which contiibute tume, knowledge and experience to the
operations,

The foregoing does not preclude charging for direct service

under Article I (£) (2) of tlus Annex.

(3) While Jomnt Venture Company 1s conducting operations, Joint
Venture Company’s personnel engaged in general clerical and
office wark, supervisors and officers whose tume 1s generally
spent 1 the main office and not the field, and all emplovees
generally considered as general and adnmmstrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be allocated each month Dbetween
Exploration and Exploitation operations according to sound and
practicable accounting methods.

(1) Taxes:

All taxes, duties or levies paid i the ARE. by CONTRACTOR or

Joint Venture Company with respect to this Agreement other than

those covered by Article III (3) (1) of the Agreement.

(m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement

and mecwred exclusively 1 the AR E. after Joint Ventwwre Company

15 tormed. Without prepudice of Article IIT (1) of the Agreement, No

sales expenses icurred outside or inside the A RE. may be

recovered as a cost.
(n) Other Expenditures

Any costs, expenses or expenditures, other than those which are

covered and dealt with by the foregoing provisions of this article- 1T ,

mecwred by CONTRACTOR or Jomnt Ventwe Company under

approved work programs and budget.
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ARTICLE III
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable Intervals as  agreed wupon by EMRA  and
CONTRACTOR mventortes shall be taken by Jomt Ventwe
Compaly of the operations matertals, wlich shall mclude all such
materials, physical assets and constiuction projects. Written notice of
intention to take inventory shall be given by Jomnt Venture Company
fo EMRA and CONTRACTOR at least thnty (30) davs betore any
imventory 1s to begin so that EMRA and CONTRACTOR may be
represented when any inventory 1s talken. Failwe of EMRA andion
CONTRACTOR to be represented at an inventory shall bind them to
accept the mventory taken by Jomnt Ventuwe Company, who shall in
that event furmsh the party not represented with a copy thereof.
() Reconciliation and Adjusiment of Inventories:
Reconciliation of mventory shall be made by CONTRACTOR and
EMRA., and a list of overages and shortages shall be jointly
determined by Jomnt Ventine Company and CONTRACTOR and
EMRA . and the mventary adjusted by Tount Venture Company .
ARTICLE IV
COST RECOVERY
(a) Statements of Recovery of Costs and of Cost Recovery GOLD:

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

1. Recoverable costs carried forward trom the previous quarter, 1if

any.

2. Recoverable costs meurred and patd during the quarter,
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(b)

(a-d

- Total recoverable costs tor the quarter (1) + (2).

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

~Amount of costs recoverad tor the quarter.

s

6. Amount of recoverable costs carried into the succeeding quarter, 1f
ALY

- Excess, if any, of the value of Cost Recovery GOLD taken and
separately disposed of by CONTRACTOR over costs 1ecoverad
for the quarter.

Payments:

[t such Statement shows an amount due EMRA, paviment of that

amount shall be made 1n U.S. Dollars by CONTRACTOR with the

rendition of such Statement. If CONTRACTOR fails to maks any
such payment to EMRA on the date when such pavment 15 due, then

CONTRACTOR shall pav interest of two and one halt percent

(2.5%) per amum liugher than the London Inter bank Borrowmg

Oftfered Rate (LIBOR) tor three (3) months U.S. Dollars deposits

prevailling on the date such mterest 15 calculated Such interest

pavinent shall not be recoverable.

Settlement of Excess Clost Recovery GOLD:

EMRA has the nght to take its entitlement of Excess Cost Recovery
GOLD under Article VII (h) of the Agreement in land dwing the
sald quarter. A settlement shall be requured with the rendition of such
Statements 1n case CONTRACTOR has taken more than its own
entttlement ot such Excess Cost Recovery GOLD.

(d) Audit Right:

EMRA shall have a peniod of twelve (12) months trom receipt of any
Statement under thus Article I'V 1 which to aucht and raise objection
to any such Statement. EMRA and CONTRACTOR shall agree on
any requured adjustments. Supporting documents and accounts will
be available to EMRA durmg Said twelve (12) month period.
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(@)

()

(c)

ARTICLE ¥V

CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:
CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration expenditiwes reported on Statements of
activity prepared per Article T (b) (1) of this Annex, less any
reductions agreed to by EMRA and CONTRACTOR following
wrltten exceptions taken by a non-operator pursuant to Article I (¢)
(1) of this Annex, 1n order to determine when minimum Exploration
obligations have been met.
Cost Recovery Control Account:
CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost rematning to be recovered, if any, the amount of cost recoverad
and the value of Excess Cost Recovery GOLD., if any.
Major Accounts:
For the purpose of classifyving costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded m major accounts mcluding the
tollowing:
- Exploration Expenditures;
- Exploitation Expenditures other than Operating Expenses;
- Operating Expenses;
- Necessary sub-accounts shall be used.
Revemie accounts shall be mamtained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of cost recovery Gold.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 1s understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by EMRA on CONTRACTOR™S behalf
constitute  additional mcome to CONTRACTOR., and tlus additional
imncome 1s also subject to AR E, income tax, that 1s "grossed up”.
CONTRACTOR’S annual income, as determined in Article IIT (5)-2  of
this Agreement, less the amount equal to CONTRACTOR'S grossed-up
Egyptian income tax lhability, shall be CONTRACTOR™S "Provisional
Income".

The "gross-up value" 15 an amount added to Provisional Income to give
"Taxable Income", such that the grossed-up value 15 equuvalent to the

A RE. Income Taxes.

THEREFORE:

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

If the "A R E. Income Tax rate", which means the effective or composite
tax rate due to the varous A RE. taxes levied on income or profits, 13

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

Combinming the first and last equations above

Provisional imcome X Tax Rate

Grossed-up Value = ,
| - Tax Rate

Where the taxrate 15 expressed as a decimal.

The above computations are illustrated by the following mumerical
example. Assuming that the Provisional Income 1s $10 and the A RE.
Income Tax rate 15 forty percent (40%), then the Grossed-up Value 13

equal to:

y 10 x () .4 .
$ - =$6.67
1 - 0.4
Therefore:

Provisional mcome $ 1000
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A RE. Income Taxes at 40% 667

CONTRACTOR s Income after taxes $ 10,00



