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COMMITMENT AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND EGYPTIAN MINERAL RESOURCES AUTHORITY
AND SHALATEEN MINERAL

RESOURCES COMPANY (S.ALE)
REGARDING
THE EXPLORATION AND EXPLOITATION OF GOLD
AND ASSOCIATED MINERALS IN SOME SPECIFIC
AREAS IN THE EASTERN DESERT - ARAB
REPUBLIC OF EGYPT

This agreement is edited on day ....... of month ...... the year 2014, by and
between Arab Republic of Egypt, referred to hereinafter "TA R.E" or "the

government"”.

And General Egyptian Authority for Mineral Resources (hereinafter
referred to as "Authority"), a legal personality established under
Republican Decree No. 452 of 1970 amended by Republican Decree No.
45 of 1986, and amended by Republican Decree 336 of 2004 and
represented by the Chairman of the board of directors.

And Shalateen Mineral Resources Company, a company established and
existing according to the laws of the Arab Republic of Egypt (referred to
hereinafter "Shalateen" or "the contractor"), and represented by the

chairman of the board of directors and managing director.
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The following has been decided:

Whereas the Law No. 86 of 1956 concerning mines and quarries and as
amended, defines the state ownership for ail the deposits of mineral ores
and minerals, including gold located in mines and quarries in the ARE
Including territorial waters, as well as existing in seafioor subject to its

jurisdiction and extends beyond the territorial waters.

And whereas the "authority" and "Shalateen" wish to cooperate Amongst
themselves for the purpose of the search for gold and associated minerais

sources and their exploitation in A. R. E..

And whereas the authority has submitted a request to the government to
obtain an exclusive commitment to explore and exploit the gold and
associated minerals throughout the area referred to second article, and is
described in Annex "A" and shown approximately in Annex "B",
attached hereof and formed part of it (hereinafter referred to as "the

arecas").

And whereas Shalateen agrees to bear its obligations stipulated
hereinafter, in its capacity as the contractor with respect to the works of

the exploration and exploitation in the mentioned area,

And whereas the government desires to grant this obligation by virtue of

this agreement.

And whereas It is permissible to the Minister of Petroleum, under the
provisions of Law No. 86/1956 to conclude a commitment agreement
with the "authority" and "Shalateen" as a contractor to carry out works of
the exploration and exploitation of gold and associated minerals in the

area hereinafter referred to.

Therefore, parties of this agreement have agreed on what the following:



YoNE G iy A 3 () 1,50 YE sdadl = de S5 41 14

(93 Bal)
el 2

2 e Lny o) L] ¢ ) s S Jormns e (sins “Cogdl® (1)
Sl 685 A iyl gt ly LolasS udy L pud | Aols Jilu 1 S
& 3l g SNy rmaendo Lk Koot Ll Rl s 3kl e 3 pal
It ol sgms 08T ot o 1,0 i St iaalyy o (s 5] lio
it LY Condl Jonde S &) Lorbal! goladly caddl 350,
S g3 ) guiatly idl Jlael LS daudlyy 2N o Loy bl
ol 335 iy g 5 i laca g ] el G b s w5 liol oy Loy ol 0
iy Ttptadd) Slisl Ul dorball galally cnddl 26 bloasly soad

OLbeady O LY B pad! uds JLb forw e g PRzl (O)
Jomsd) ol 335 gL S el gy e Las W 2o,
t UL Gl b 13UV sds b 8 Saeal! U511,

ooty Tl 51 i o GBI 3 Ly oLl ol ) SLsT e -
S| RS 0 allsy il i Jlasls LY ol
Lall b LYl salodly bl ol loaastly Jid) ldas -
igdudd | )y o S OISty Oland] By dais-y L,
o] iy mouacills g ylondl Oy carbY) bl
oo A i) o] phideals o g Allasd | el o) G5 2l
shiel o iy Licialy Ll ol e Coudly 1L 380, LY
Seald ] obaan 2l T/ a1 udl 3 bl (oLl sl )
b Uzl ahisuzaly oldl cal 1 shia] o3 Lpdall Looaud
el T Blis gl (oY1 Ll 30y oadall fo Sl | dsial
o) = ilos M iy gl ! o] bl shas] 5



15 ¥-VE G VY 3 () S YE sdadl = dpau ) 50,4

FIRST ARTICLE
DEFINITIONS

(A) "Exploration" means for example but not limited to, testing the surface
and the underground by ail means particularly the geologicali,
geochemical and geophysical that lead to identify the minerals via
their natural, magnetic and electric characteristics or any other
characteristics, or by testing pits/drill or holes to ensure the existence
or probability of existing gold and associated minerais. Moreover,
the exploration includes a detailed test for the surface and underground
by using all works of the drilling and mining that iead to determine
the ore; its quantity, specifications, the exfraction methods,
treatment, marketing, the feasibility studies, reserve of gold ore and
associated minerals and mining and technical specifications.

(B) "Exploitation" means for example but not iimited to, all the constructions,
operations and activities required for the preparation and processing
of the ore deposits for production according to the work program and
approved budgets under this agreement with respect to  the
following:

1- All the works that shail be done in the areas, such as digging
vertical wells, adits making, drilling works, etc, for the purpose of
unravei the ore.

2- Operations of driiling , designs of mines and quarries, civil constructions,
installations, service and maintenance of equipment, the electricity
networks, railways, pipelines, sewages equipment and facilities,
mining units, ore processing, purification and related processes,
using groundwater from current land wells, search for groundwater
and exploit it to provide the ore deposits with water, in addition to
using the Red Sea water / or any other sources of fresh surface
water to provide the ore deposits with water, use of iocal mineral
reserves, such as clay and other construction materials, and any
other activity that may help in preparing the mines or quarries for
production and transportation to the shipping ports.
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3- Production, storage, marketing, exploration, development and
transportation (from and to places outside Egypt to purify the goid
and associated minerals) or any other works or activities, whether
necessary or secondary, relative to any of the abovementioned
activities.

4- Surface reformation works and rehabilitation.

C) 1- "gold deposits" means gold ore and associated minerals above or
underneath the surface.

2- "The gold" means the gold metal extracted as a resuit of the
exploitation or purification processes.

(D) "associated minerals" means silver, platinum, lead, zinc, copper, and
other minerals that naturaily accompany gold, and which can be
extract, grind and process with gold.

(E) "AR.E"isanabbreviation for the Arab Republic of Egypt.

(F) "Effective Date" means the date on which this agreement has been
signed by the government, the authority and the contractor, after the
issuance of the law relative to the agreement.

() 1- "the year" or "calendar year" means the 12 months period according
to the Gregorian calendar starting from the first of January to the
31st of December.

2- "The fiscal year" means the governmental fiscal year in accordance
to the laws and regulations of the A R.E..

3- "Tax year" means a 12 months period in accordance with the Taxes
Law and Reguiations of the AR.E.

(H) "The affiliating company" means the company:

1- Whose capital shares that have the majority of votes in the capital
shareholders meetings of this company are directly or indirectly
owned by one of the parties herein, or
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2- That is the direct or indirect owner of the capital shares that have
the majority of votes in the meetings of shareholders of one of the
parties herein, or

3- Whose capital shares that have the majority of votes in the shareholders
meetings of this company and the capital shares that have the
majority of votes in the shareholders meetings of one of the
parties herein are directly or indirectly owned by the same
company.

(I) Commercial discovery of gold and associated minerais may consist
of one ore deposit or group of deposits that can commercially
develop and contain evaluated mineral resources, which can be
developed to commercial ore reserve, with consideration to the
losses, cost-effective exploitation practices, technical, environmental
and social factors, estimated gold prices, and all other economic
factors relative to the subject matter.

It refers to the exploration of gold and associated minerais which can
be developed and commercially used according to appropriate
mining means and methods for gold. It is not considered (gold
deposit) commercial uniess the contractor submits to the authority a
detailed feasible study supported with documents proving that the
deposit exploitation covers all the exploration and exploitation
investments prior to its production during a period determined in the
feasible study, in pursuance with the following measures:

- Geological evaluation, reserves and conclusions
- Market demands estimated for the following ten years.
- Estimated price of gold and associated mineral (FOB)

- Regaining the exploration and exploitation investments prior to
production which were incurred by the contractor according to
the articles stipulated herein.

- Paying the rovalties, taxes and shares of the authority and the
contractor in pursuance with the articles stated herein.

- Expected cash flow of the project for over ten years.
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(K)

(L)

(M)

(N)

The authority, the company or the contractor shall meet after the
submission of this study to review the data relative thereto in order to
jointly agree on the commercial discovery. In case of disagreement
about the study submitted or the commercial discovery, the matter
will be discussed and delegated in good faith; and efforts shail be
made by both parties to settle this disagreement. The approval or
disapproval of the study and the agreement on the presence or lack of
a commercial discovery shail be made within a period not exceeding
60 days as of the authority receives the study. The commercial
discovery date shall be the date on which the authority and the
contractor agree on the existence of a commercial discovery.

"Dumps and tailings" means dumps and tailings currently existing in
the area which result from ancient gold mining processes that were
done before the effective date of this agreement.

"Exploration sector" means an area whose its corner coordinates
equal 3 X 3 minutes from the latitudes and longitudes according to
the international coordinates system, wherever possible, or the
boarders of the areas covered in this agreement as stated in Annex
"AY,

"Exploitation sector" means an area whose its corner coordinates are
equal to 1 X 1 minute from iatitudes and longitudes according to the
international coordinates system, wherever possible, or the boarders
of the areas covered in this agreement as stated in Annex "A".

"Exploitation contract or contracts" means an area that covers a
sector or more of the exploitation sectors.

"Commercial production” means all the necessary operations after
the date agreed upon between the authority and the contractor to
commence the gold and associated minerals production (if any) in an
organized commercial manner.



YoNE T iy VY B () 5,50 YE sl = e J1 5y 2

22

Aozl ISy Gl cddl Sl Jlaar) ims * S gl gl * ()
oo I Gakid] o (dmy 1) W Lalal! gaal) e il oS
ol idle

a5 240 Rkl &y sl Bzt ia * Azglt® (5 )

Loy s o5 L3l s * ZSLYT T (S5)

o5 (" dglie pias " ead iS58 JS ) aST L1 a8 s "yl " (o)
A3 et o3 5] N Tl 5 400 ks 18,8 L3WNT ol S "Ll
o ALY sda fpe o iadl (Y L) Bl Bd

el o e sl (laaly 5,8 <l 3)) 48,8 s "Sldaally G ()
gl a5 S s s 0yl o2y (38,3 oo 28T 1,508 151) Ik
s o301 3Lty Al ol o] ddacth ol s YN SBLS aie ad) dr s
S oy iy S ldatdly SN pualy Ragdl Sl 5T e e
3Ll sda 3 oudhs ooldaall,

(5) Goddls Lusladl aladd Wb L 50 o 4500 0 "aS 8l 3,80 ()
eS| 23 e

sid oo S 5L GLb do k| ) Ll 5,201 ias 2"l 5,23" (3)
iUt iy eyl oo by comdd LY 5 il o 1y Lzel LY
3D adm oo RSB o (o) 3,000 G 5 o150

vl (gl Tl e (501 U 2T 2y o Bl iy 2" aptod] (WP ()
ol sy SIS Bl 3 ety die 55U it Wit Ty )L
Y G 0080y byt dcadl Lo oL ey cdibacl! 5 &,
Sazal die e ey

OBl st B Je Jpadl 7, g sCoudl el bty frosb (7)



23 Y oVE B e VY S () S YE suadl = daau ) 53

(O) "Total annual production” means the total quantities of produced
gold as well as the total quantities of associated minerais produced
(if any) from the area during one fiscal year.

(P) "The authority" means the Egyptian General Authority for Mineral
Resources. (EMRA)

(Q) "The agreement"” means this commitment agreement and its annexes
thereof.

(R) "The contractor" means the company or more (each company is
named "a member of contractor"), the contractor means herein to
Shaiateen Mineral Resources Company, uniess this is changed in
accordance with Article No. "20" stipulated herein.

(S) "Operator" means a company (if it is one company) or a member of
the contractor members (if there is more than one company) chosen
thereby to act as the body to which and from which all the
notifications relative to the agreement shail be addressed. The
contractor shall notify the authority with the name of the operator.
The operator shail mean Shalateen in this agreement.

(T) "Joint venture company" is the company which is established
according to Article No. "6" and Annex "D" herein.

(U) "Exploration period" means the duration(s) give according to Article
No. "3" herein, as of the primary period of exploration starting from
the execution date of this agreement in pursuance with Clause "B" of
Article No. "3" herein.

(V) "Limited ore": means the area in which the ore, that has no separate
commercial importance, is discovered, but when developed, in case
of discovering commercial gold deposits in the area, the ore becomes
worthy of commercial development and becomes an integral part
upon exploitation contract.

(W) Commencement date of exploration periods: is the date on which all
the permits and approvals required to start the operations are
obtained and signing the area handover report.
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ARTICLE NO. 2
ANNEXES OF AGREEMENT
Annex (A) is a description of the areas included in and governed by this
agreement, and referred to hereinafter by “the areas".

Annex (B) is an illustrative primary map, with an approximate drawing
scale of (1:500,000) showing the areas included in and governed by this
agreement which are described in Annex "A".

Annex (C) is the memorandum of establishment contract of the joint
company which is formed according to the stipulations of Article No. 6 in
this agreement.

Annex (D) is the accounting system

Annexes (A, B, C and D) are deemed piece and parcel of this agreement,
and these annexes shall have the same effect and force of the stipulations
of this agreement.

ARTICLE NQ. 3
GRANT OF RIGHTS AND DURATION

The government, by virtue of this agreement, grants the authority and the
contractor an obligation restricted to both of them in the described area
mentioned in Annexes "A and B, in pursuance with the provisions,
commitments and conditions stipulated in this agreement, which has the
effect of the law regarding any disputes or contradictions with any of the
provisions of Law No. 86/1956 and the amendments thereof.

(A) As of the commercial production of the gold and associated minerals
starts, the government owns and is entitled, according to what is
hereinafter stipulated, a royaity of five percent (5%) yearly from the
total amount of pure gold and associated minerais produced during
the exploitation period, including any extension thereto. This royaity
is non-refundable, and the mentioned royaity shail be paid or
delivered to the government by the joint venture company on behaif
of the contractor and the authority. The royalty shall be delivered in
cash or in kind (according to the prevailing conditions of the market
at the time of sale) and as the government desires, every six months
on the month following the end of those six months.
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(B) A primary period of exploration shall be for two years starting from
the date of obtaining the approvals and permits required for the
commencement of field work. The contractor is granted two
consecutive periods of primary exploration, the second period is for
two years, the third period is for two years, according to the choice
of the contractor by virtue of a written notification sent to the
authority thirty days before the end of the current period then,
without any condition but fulfilling the obligations stipulated in the
previous period(s).

(C) Itis permissibie to extend the last exploration period for a maximum
period of six months according to the request of the contractor,
subject to the authority’s approval, in order to enable the contractor
from compieting the tests or performing evaluative measures that
have started before the end of the last exploration period. The
extension period shail not exceed six months.

D) This agreement automatically ends when the commercial discovery is
not achieved at the end of the applied exploration periods.

E) The exploitation period shall be twenty years from the date of signing
the first exploitation contract. The exploitation period may be
extended for another period named "extension period". "Extension
period" means a period not more than ten years, the contractor may
choose duration by written request sent by the Contractor to the
Authority six months before the exploitation period ends. This
request shall be supported with the technical studies, production
period evaluation, expected production rates during the extension
period, contractor’s  obligations, and relative  economic
considerations. The extension period shail be subject to the approval
of the Ministry of Petroleum and Mineral Resources.

(F) Dumps and tailings previously existing in the priviiege area and
resulting from previous exploitation operations and mining, shail be
deemed gold deposit, and the company may exploit it in case of being
economic, after obtaining the written approval of the authority.

(G) The contractor may drill water wells in the exploration area at its own
expense and exploit them in the exploration process in this
agreement without a reward in return.
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(H) After any commercial discovery, the authority and the contractor

(D

shall agree together on the scope of all the areas capable of
production which will be covered under the exploitation contract(s).
The approval of the Minister of Petroleum and Mineral Resources
shall Dbe obtained regarding this matter. These areas shall
automatically convert to exploitation contract(s) without the need to
any other legal tool or permission, if the authority, according to a
request submitted by the contractor, confirms that a deposit of gold
and associated minerals runs from one of the exploration sectors in
this agreement to an exploitation sector in a nearby area affiliating to
the same contractor or to another contractor(s). Hence, the
exploration sector converts to be a part of the exploitation contract,
in addition to the distribution of costs and production (caiculated
from the effective date of the exploitation contract) between the two
areas. The mentioned distribution of costs and production shall be
according to each commitment agreement with the same percent of
the represented reserve, which can be obtained from the geological
setting beneath each area, pursuant to the total reserve that can be
obtained from this existing setting under both areas. The production
of each area shall be priced according to the agreement governing
that area. In case the contractor(s) in each area herein fails to distribute
the costs and/or production on separate expioitation contracts in each
area, this dispute shail be settied by an expert’s decision. The concerned
contractor and contractors shail agree on such expert. The authority
may interfere and motivate the contractor and contractors in each
area to completely cooperate to reach an appropriate decision as soon
as possible regarding the extension matter according to the expert’s
decision, in order not to unrightfully enrich any of the contractors.
The expert’s cost shail not be refunded in any case in both areas.

In case of not achieving a commercial discovery of gold with regular
shipments from any exploitation contract, within four (4) years from
the issuance date of this contract, then this exploitation contract shail
be immediately rendered, unless the authority approves otherwise.

() After the issuance of the exploitation contract, the exploitation

operations shall start immediately by the joint venture company,
which takes over such operations according to sound mining rules
and accepted engineering grounds, till the exploitation operations of
the mines is completely deemed.
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(K) After achieving a commercial discovery in the area by the contractor,

(L)

the contractor may maintain some of the parts in the area with
possible reserves, and continue the detailed exploration operations
and evaluation to enlarge and enhance the reserves value to achieve a
commercial discovery therefrom. The maintenance period shail be of
two consecutive periods, two years for each. The first period starts
from the last exploration period including the six months period. At
the end of maintenance periods, the contractor may convert the areas
in which a commercial discovery has been achieved to exploitation
contract(s) after obtaining the approval of the authority. The approval
of the Minister of Petroleum and Mineral Resources shall be
obtained in this respect.

The contractor shall incur and pay all the exploration and exploitation
costs and expenses required to perform all operations mentioned
herein. The refund of exploration costs and expenses does not
include any interests, however the refund of exploitation costs and
expenses include the financial interests and liabilities of the
investments which the contractor borrows from corporations non
affiliating thereto.

(M) 1- The contractor shall be subject to the Egyptian tax laws of income,

and shall abide by the provisions of these laws relative to the
submission of tax statements, tax assessments, books and records.
Uniess the agreement stipulates otherwise.

2- The annual income of the contractor shail be subject the Egyptian
Income Law by virtue of this agreement, and shall be caiculated
as follows:

The total amounts gained by the contractor from selling or using
in any other way the gold and associated minerals which the

contractor has obtained in accordance with the provisions of
Article NO. 7 herein.
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Deducting therefrom:
1- The costs and expenses spent by the contractor.

2- The estimated value, according to Article No. 7 herein, Clause D,
of the authority’s share from the gold surplus determined for costs
refund, and repaid to the authority in cash or in kind (if any).

Adding thereto:

An amount equal to the gross Egyptian income taxes pavable by the
contractor according to Article No. 6 in Annex D.

For the purpose of above mentioned tax deductions, Clauses B and C in
Article No. 7 shall be effective to the categorization of costs, expenses
and consumption rates, without consideration to the percentage stated in
Clause A in Article No. 7.

All the contractor’s expenses and costs which are directly relative to the
operations in this agreement, which are not subject to Clauses B and C in
Article No. 7 as above mentioned, shall be subject to deduction in
pursuance with the provisions of the Egyptian Income Tax Law.

3- The authority shall incur, pay, and settle in the name and on behaif
of the contractor the Egyptian income tax payable by the
contractor (relative to the operations herein), from the authority’s
share from the production sharing according to Clause E in Article
No. 7. All the taxes paid by the authority in the name and on
behaif of the contactor shail be considered as an income to the
contractor.

4- The authority shall give the official sound receipts to the contractor
which verifies the payment of the Egyptian income tax thereof for
each tax year within ninety days after the authority receives the
tax statement of the contractor for the previous tax year. These
receipts shall be issued from the competent tax authorities stating
the amount paid and other data that are usually stated in such
receipts.
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5- The Egyptian tax income, as applied herein, shail include all
income taxes payable in the Arab Republic of Egypt (including
the tax on tax), such as the income tax of transferred capita, tax of
industrial and commercial profits, as well as the taxes based on
the income or profits, all share profits distribution, at-the-source
retained taxes of shareholders dues, and other taxes enjoined by
the government of ARE on the income and profits of the

contractor and payable thereby.

6- When the authority calculates the due income taxes in the A.R.E,
it may deduct all the royalties paid to the government by the joint
venture company, and the Egyptian income taxes of the
contractor which have been paid by the authority on behalif of the
contractor.

ARTICLE NO. 4
WORK PROGRAM AND EXPENDITURES DURING
THE EXPLORATION PERIOD

(A) The contractor shall commence the exploration process according to
this agreement: 1) on the date the contractor takes over the area, 2)
on the date of obtaining the permits and approvals required to
commence the operations. The authority shall, on the request of the
contractor, provide all the geological, exploration and mining data
for the areas, as long as the authority is entitied to such. The
authority, on the request of the contractor, shall, before awarding this
privilege the contractor and not after the effective date, provide ail
the geological information, including the scientific researches and
production data available to the authority which are relative to the
area, in order to enable the contractor to design a work program and
a budget for the first exploration period.
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(B) The first exploration period shall be two years, and the contractor
may extend this exploration period to two consecutive periods, two
year for the second, and two years for the third according to Article
No. 3, Clause B. This shall be upon a prior written notice of at ieast
30 days, to be sent before the end of each period to the authority,
provided that the contractor shall fuifill the minimum limit of its
obligations relative to the exploration processes as stipulated herein
for the current period then.

(C) The contractor shall spend at least five hundred thousand Egyptian
pounds (500,000) or equivaient thereto in USD on the exploration
operations and activities relevant thereto during the first exploration
period (two years). Moreover, the contractor shall spend at least one
million Egyptian pounds (1000000) or equivalent thereto in USD
during the first extension period (two years) which the contractor
chooses to extend after the first exploration period. The contractor
shall spend at ieast two million Egyptian pounds (2000000) or
equivalent thereto in USD during the second extension period (two
years) which the contractor chooses to extend after the first extension
period.

(D) In case the commercial production is not achieved, the authority does
not bear any of the above mentioned expenses which the contractor
has spent, except its share in the company capitai.

(E) The contractor shall, at ieast four months before each fiscal year or
on other dates agreed upon herein between the authority and the
contractor, prepare a work program and a budget for the exploration
works in the area, in which the contractor states the exploration
process it intends to carry out during the following year. During the
exploration period, the work program and budget shall be sufficient
to cover at least the minimum expenditure commitments of the
contractor for the period it covers.
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A joint committee, formed by the authority and the contractor after
the effective date of this agreement, shail review the work program
and budget of exploration works. This committee, hereinafter
referred to by "consultative exploration committee”, shall consist of
six members, three to be appointed by the authority, and the other
three to be appointed by the contractor. The authority shall appoint a
head for the consultative exploration committee from the member
appointed thereby. The consultative exploration committee shail
review the proposed work program and budget, and introduce a
decision it deems appropriate thereto. After the review is done by the
consuitative exploration committee, the contractor shall revise it and
submit the work program and budget of exploration to be approved
by the authority.

It has been also agreed, that the following shall be done after the
approvalk:

1- The contractor may not fundamentally change or amend the
aforementioned works program and budget, nor decrease the
approved expenses in the budget without the approval of the
authority.

2- In case of emergencies that involve the risk of losing lives or
possessions by the consent of both parties, the contractor may
spend extra amounts not scheduled in the budget, which may be
necessary to decrease the gravity of such risk. These expenses
shail be deemed by all means exploration expenses, and shail be
reimbursed according to the stipulations of Article No. 7 herein.

(F) The contractor shall provide all the amounts required for all the
materials, equipment, supplies, individuals’ affairs management, and
operations according to the work program and budget of exploration.
The authority shail not be liable for or pay any of the aforementioned
COsts.
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(G) The contractor shall be liable for preparing and executing the
exploration work program, which shall be executed with high
efficiency, and according to the considered sound industry measures.

The geological and geophysical studies, as well as any other studies
relevant to the execution of this agreement, shall be conducted in the
A R.E. Moreover, the company may carry out data processing and
the specialized engineering and laboratory studies, or the advanced
studies of these data, in addition to chemical analysis abroad without
obtaining a permit or permission to do so.

(H) Contractor shail be entrusted with the management of search operations
to Shalateen company.

(I) The contractor shall, within thirty days (30) following the end of each
haif calendar year, submit an exploration statement relevant to the
exploration processes that have been carried out in any part of the
area that is not converted into an exploitation contract. It shall state
the expenses spent by the contractor during the haif of the said year.
The contractor shail put its records, and all the necessary documents
verifying the same under the disposal of the authority to be reviewed
at any time during the normal working hours, for three months (3)
from the receiving date of each statement.

For three months from receiving this statement, the authority shall
notify the contractor in writing i it considered the following:

1- The costs statement is not correct.

2- Or the cost of supplied goods or services does not conform with
the international market prices of goods or services similar in
quality and prevailing supplying terms at the time of supplying
these goods or services; with consideration that the purchases and

services obtained inside the A.R.E are subject to the provisions of
Article No. 26.

3- Or the condition of materials being supplied by the contractor
does not conform to the prices thereof.

4- Or the costs being incurred are not reasonably necessary to the
operations.
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In this respect, the contractor shail consult with the authority
regarding this matter. Both parties shall attempt to reach a
convenient settlement for both of them. If the authority did not
notify the contractor with its objection to any statement during the
three (3) months stipulated in this Clause, hence this statement
shall be deemed approved.

ARTICLE NO. 5
OPTIONAL RELINQUISHMENTS
(A) Compulsory relinquishments
At the end of search periods, areas or sectors that have not been
converted into a contract or an exploitation contract are abandoned
by the agreement between the contractor and the authority and It is
permissible to the company may keep some parts with possibie
reserves to complete the detailed exploration and evaluation in order
to maximize the value of these areas.

It is understood, that at the time of any waiver, the areas that shouid
be converted into exploitation contract(s) and to which a request has
been submitted to the Minister of Petroleum and Mineral Resources
for his approval, according to Article No. 3, Clause H, are subject to
such approval as if converted to exploitation contract(s).

(B) Optional relinquishments
The contractor may willingly waive at any time, ail or any part of the
area in the form of a full research sectors or parts of exploration
sectors, provided that it must have fuifilled the exploration

obligations for this period on that date of such optional waiver,
according to Article No. 4.

After the commercial discovery, the waiver of any area shall be with
the mutual agreement between the authority and the contractor,
except for the compuisory waiver done at the end of all abovementioned
exploration periods.
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ARTICLE NO. 6
OPERATIONS AFTER COMMERCIAL DISCOVERY

(A) Immediately after achieving the commercial discovery, the authority
and the contractor shall establish a company in the A.R.E to carry out
the operations according to Article No.6, Clause B, and Amnex C
(hereinafter referred to by "joint venture company”. The authority
and the contractor shall jointly agree to its name, provided that the
Minister of Petroleum shall approve such name. This company will
be a private sector joint-stock company subject to the laws and
regulations in force in the A R.E, and within the limits in which these
laws and regulations do not contradict with the provisions of this
agreement or the memorandum of association of the joint venture
company. The capital shares of the joint venture company shall be

equally owned by the authority and the contractor.

In any case, the joint venture company and the contractor, for the
purposes of this agreement, are exempted from executing the
provisions of the following laws and regulations, their current and

future amendments, and the replacing laws and regulations:

- Law No. 48/1978 of employees working system in the public sector
companies.

- Law No. 159/1981 of joint-stock companies and limited by shares

companies and limited liability companies.
- Law No. 97/1983 of public sector entities and companies.
- Law No. 203/1991 of public sector companies.
- Law No. 38/1994 of regulation of foreign currency.
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- Provisions of Chapter II in Vol. 6 in Law No. 88/2003 of foreign
currency regulation and exchange, in accordance with the Egyptian
Central Bank and laws of foreign currency exchange.

(B) The memorandum of association of private sector company is
attached to this agreement as Annex C. The memorandum of
association shall be deemed effective within thirty days from the
commercial discovery date. The joint venture company automatically
exists without the need to any other procedures. The work of the
consuitative exploration board expires upon the waiver of the area,
unless being converted to exploitation contract(s).

(C) The joint venture company shall prepare a work program and budget
for more exploration and exploitation operations for the rest of the
year in which the commercial discovery has been achieved in any
part of an area being converted to an exploitation contract. This shail
be done ninety (90) days after the establishment of the joint venture
company according to the abovementioned Clause B. The joint
company shall prepare an annual production program, work program
and budget for the following fiscal year to perform more exploration
and exploitation processes in any part of an area being converted into
an exploitation contract. This shall be within a period not exceeding
four (4) months before the end of the current fiscal year (or in any
other time agreed on by the authority and the contractor) and in the
four (4) months prior to the beginning of each next fiscal year ( or in
any other time agreed on by the authority and the contractor). The
production program, work program, and budget shail be submitted to
be approved by the board of directors. The execution, revision, and
approvai of the work program and budget of exploration processes in
any part of the area that is not converted into exploitation contract,
shall be in accordance with Article G.
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(D) The joint venture company shail, not after the twentieth (20) of each

month, submit a written estimation in USD to the contractor with the
total cash needs to cover the expenses in the first and second haif of
the following month, taking into consideration the approved financial
statement, and include any cash expected to remain by the end of the
month. The amounts specified in this month shail be paid to the bank
mentioned in Clause H below, on the first and fifteenth day
consecutively. If the payment day is one of the vacation days, the
payment shail be made on the following day.

(E) The joint venture company may keep under its disposal the foreign

(F)

cash given by the contractor in an open account in a bank abroad that
corresponds with an approved Egyptian bank in Cairo. The amounts
withdrawn from this account shall be used to pay for the goods and
services obtained abroad and to transfer the amounts required to a
local bank in the A R.E., in order to cover the activities costs of the
joint venture company stipulated herein in Egyptian pounds. Within
the sixty (60) days following each fiscal year, the joint venture
company shail submit to the competent cash monitoring authorities
in the A R.E a statement verified from an acknowledged accounting
office in which it states the amounts in the debt account, the cashed
amounts, and the remaining amount at the end of the fiscal year.

The parties confirm and agree that the board of directors of the joint
venture company is entitled and fully responsible for taking the
decisions relevant to all the joint venture company activities
according to this agreement and the provisions of the memorandum
of association. The parties also confirm that time has an essential
importance in respect to the decisions taken by the board of directors
of the company, therefore, the authority agrees to motivate it’s
managers to work keenly and exert ail efforts to reach appropriate
decisions promptly.
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(G) The general policy of the board of directors, agreed by the authority
and the contractor, is that the joint venture company affairs shall be
in accordance with the sound mining measures and to achieve the
highest interest for the capital holders thereof.

(H) It is agreed that the joint venture company is entitled and responsibie
for marketing and selling all the gold and associated minerals which
is latter assigned to any person(s) inside the AR.E or abroad. The
joint venture company shail give its best efforts to conclude ail sales
under the best terms according to the market conditions prevailing at
the time of saie.

(I) If an extra energy of facilitations that the joint venture company
cannot use has been found during the production operations period,
the authority and the contractor shail consuit together to let the
authority use the excess energy if it desires, without any financial
burdens or damages to the contractor’s or joint venture company’s
operations.

ARTICLE NO. 7
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(A) gold recovery

With consideration to the provisions of the accounting system in
Annex D herein, the contractor shail regain ail the costs and expenses
of all the exploration and exploitation operations and processes
relative thereto on a quarterly basis (every quarter year) by virtue of
this agreement. This is within the limits and deducting from the 65%
after deducting 5% Rovyalty of ail the purified produced goid and
associated minerals which are retained in all the exploitation
contracts inside the areas. The gold and associated minerals are
referred to by (gold recovery).
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(B) The following tari{fs shall apply for the purpese of classifying all
the costs and expenses to be refunded:

1-"Exploration expenses" means all the exploration costs and
expenses, all relevant indirect expenses, administrative and

general expenses.

2- "capital expenses" means all the capitalized exploitation costs and
expenses whose value has been normally reduced for accounting
purposes according to the international financial reporting
standards (IFRS), and all indirect relevant expenses, as well as the
administrative and general expenses, including the interests,
excluding the operation expenses as stated in Article No. 3,
Clause M

3- "operation expenses” means all the costs and expenses spent with
the commercial production, including the expenses of labor, fuel,
spare parts, maintenance, repairs, and equipment renewal to
extend the life time of the original.

(C) The exploration, capital, and operation expenses are refunded
from the gold recovery as follows:

1- "Exploration cost" including the amounts accumulated before the
first commercial production. It shall be refunded on the average of
twenty five percent annually (25%), starting whether in the tax
year in which these expenses were incurred and paid, or in the tax
year in which the first commercial production starts, which is

later.

2- "Capital cost" including the amounts accumulated before the first
commercial production, to be refunded on the average of twenty
five percent annuaily (25%), starting whether in the tax year in
which these expenses were incurred and paid, or in the tax year in
which the first commercial production starts, which is later.
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3- "Operation cost" including the amounts incurred and paid after the
first commercial production, which means for the purposes of this
agreement the date on which the first regular shipment of goid
was made, and it will be refunded whether in the tax year in which

these costs and expenses were incurred and paid, which is later.

4- If, in any tax year, the costs or expenses or the expenses which
should be recovered according to the provisions of abovementioned
Clauses 1, 2 and 3 exceed the value of the gold determined to
recover in this tax year, therefore, the excess shall be moved to be
recovered in the following tax year(s) till it is fully recovered,
provided that this shall not be done after the expiry of this

agreement for the contractor.

5- The recovery of the costs and the expenses, according to the
abovementioned averages, will be distributed every quarter year
(quarterly) proportionally (quarter for each quarter vyear),
however, any recoverabie costs and expenses that are not
recovered in a certain quarter according to this distribution shail

be moved to the following quarter to be recovered then.

(D) Apart from what is stipulated in Clause D and G in Article no. 7, the
contractor is entitled every quarter year to obtain and possess all the
gold of costs recovery (gold recovery) and dispose it according to
Article No. 7, Clause G. When the refund gold value (according to
Clause H in Article No. 7) is more than the actual refundable costs
and expenses which will be collected in the quarter year in addition
to what is deferred according to Article No. 7, Clause C, hence the
increased value of the refund gold, referred to as (surplus gold) will

go entirely to the authority according to Clause F in Article No. 7.
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(E) Production sharing:
The remaining percentage of total production of gold and associated
minerals shail be divided after deducting the Royaity and refund
amounts (gold recovery) between the authority and the contractor as
follows:

Authority’s share = thirty one percent (31%) and contractor’s share =
sixty nine percent (69%)

(F) Sarplus gold
The whole surplus of refund gold shall go to the authority.

(G) Gold disposal

1- Tt is clearly agreed that the gold used to refund costs, according to
Article No. 7, Clause A, as well as the contractor’s share from
production according to Article No. 7, Clause E, can be
transferred outside the A.R.E, provided that these transfers shall
be made according to the applicable rules therein.

Despite the aforementioned, the priority shall be given to the
government, according to its desire, to buy any amounts of
produced gold and associated minerals from the areas by virtue of
this agreement and The contractor may not refuse to sell its share
to the government. It is well known and clearly agreed that the
quantities bought from the contractor will be paid in USD or a
free convertible currency.

2- Gold export: any of the contractor, joint venture company and
buyers are entitled to export the gold and associated minerals
referred to herein with the consent of the authority. The authority
may export the gold with the consent of the government. The
exported gold shall be exempted from any fees or taxes relevant to
the exportation of produced gold.

(H) gold evaluation:

1- Both parties agree that the royaity due to the government and the
refund gold due to the contractor by virtue of this agreement shail
be evaiuated according to "market price" for each half of calendar
year. The market price means the price determined in USD for
gold by London Metal Exchange.
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(I) Forecast

After commercial production, the joint venture company (at least
ninety days before each quarter of calendar year) shall prepare a
written forecast presented to the contractor and the authority, in
which it states the total amount of gold and associated minerals
estimated to be produced, kept and transferred according to this
agreement during the quarter calendar year and pursuant to the sound
mining standards. The joint venture company shail attempt to
produce the forecasted amount in each quarter calendar year. The
joint venture company shall maintain and store the gold and
associated minerals produced according to the governmental
regulations, for the purpose of determining the royaity or for any
other purposes required by this agreement.

ARTICLE NO. 8
ASSETS OWNERSHIP

(A) The authority becomes the owner of all the assets of the contractor
that are obtained, owned and added to the cost refund, and which are
relevant to the operations carried out by the contractor or the joint
venture company, as follows:

1- The lands become in the possession of the authority upon purchase.

2- The fixed and movable assets ownership automatically and gradually
moves from the contractor to the authority, as they become subject
to reimbursement according to the provisions of Article NO. 7.
Moreover, the whole movable and fixed assets ownership will
automatically transfer from the contractor to the authority when
the contractor has taken the whole cost of these assets according
to Article No. 7, or upon the expiry of this agreement in relation
to all the assets added to the operations whether reimbursed or
not, which is first. The authority shall exempt the contractor from
all the fees, customs fees, production taxes, stamps, and sales
taxes when transferring the assets to the authority.
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(B)

The contractor shall notify the authority, or the joint venture
company shall notify the authority and the contractor, within
thirty days (30) as of the end of each quarter calendar year, with
the book value of the new assets added during each quarter

calendar year.

3- All the sampies referred to in Article No. 12, Clause B, shall be
transferred annually by the contractor to the warehouses of the
authority representing the government upon its request or upon

the expiry of this agreement, which is sooner.

4- All the data, maps, resuits, information, analyses, and technical
studies relevant to the subject of agreement, which have been
prepared inside or outside the A.R.E, shall be annually transferred
to the authority representing the government upon its request or

the expiry of this agreement, which is sooner.

The authority, contractor and joint venture company, during the
validity of this agreement and the renewal thereof, may totaily use
and benefit from all the above mentioned movable and fixed assets,
for the purposes of operations herein, or any other Commitment
agreement held by the parties. The necessary accounting settlement
shall be done. The contractor and the authority shail not dispose any

of these assets without their both consent.

(C) The contractor and joint venture company are free to import to and

use the machines and equipment in the A RE, whether by rent or
borrow, according to the considered sound industry standards. This
includes for example but not limited to, renting computer devices

and software, and they are free to export it again after usage.

(D) The contractor and sub-contractor are entitied to export the machines

and equipment after usage without any other taxes or fees.
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ARTICLE NO. S
OFFICE HEADQUARTERS
AND REPORTING NOTIFICATIONS

The contractor shall have an office in the A R.E, to which the notifications
are correctly notified if addressed thereto. The contractor shall give its
representative enough powers to immediately execute all the written local
instructions given to them from the government or its representatives
according to the provisions of this agreement. All the issued or latterly be
issued legal regulations shall be implemented on the duties and activities
of the general manager and deputy general manager, and shail be
applicable under this agreement and not contradicting with it.

All the issues and notifications shail be deemed soundly notified if given

in the office of the general manager, or if delivered via registered mail to
the contractor’s office address inthe ARE..

All the issues and notifications shail be deemed soundly notified if given
in the authority’s chairman of board of directors office, or if delivered
thereto via registered mail to the main office of the authority in Cairo.

ARTICLE NO. 16
CUSTOMS EXEMPTIONS

(A) The authority, contractor, and joint venture company may import
from abroad and be exempted from customs duties, sales taxes, or
any other taxes, fees, or charges (including the stipulated fees by
virtue of Ministerial Resolution No. 254/1993 issued by the Minister
of Finance, in addition to its current or future amendments, or any
resolutions substituting such) of any kind, and from the importing
regulations of machines, equipment, devices, supplies, materials,
transportations, electric devices, air conditioners for offices and
housings, field facilities, electronic devices, computer devices and
software, as well as the spare parts necessary to any of the imported
stuff. This shall be subject to providing a certificate for this purpose,
to be approved by the in-charge representative assigned by the authority
that stipulates that these imported stuff are necessary to execute the
operations according to this agreement. This certificate shail be final
and binding, and shall automatically result in importing with exemption
and without any approvals, delays, or any other procedures.
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(B) The release shall be according to the temporary release system for the

(©

machines, equipment, devices, and transportations that are imported
by the authority’s contractors, the contractor and the joint venture
company and the sub-contractors, which will be used temporarily in
any of the activities according to the operations subject of this
agreement, and without paying any customs duties, sales taxes, or
any other taxes, fees or charges (including the stipulated fees by
virtue of Ministerial Resolution No. 254/1993 issued by the Minister
of Finance, in addition to its current or future amendments, or any
resolutions substituting such) of any kind, after submitting a
certificate for this purpose stipulating that these imported stuff are
necessary to execute the operations according to this agreement. As
for the stuff stipulated in Clause A in Article No. 10 (excluding the
vehicles not used in the operations) which are imported by the
authority’s contractors, contractor, joint venture company and their
sub-contractors  for the mentioned operations to be installed,
permanently used, or consumed, the exemptions terms mentioned in
Clause A in Article No. 10 shall be applied thereon after submitting
a legally approved certificate from an in-charge representative in the
authority that these stuff are necessary for usage in the operations
according to this agreement.

The foreign employees affiliating to the contractor, joint venture
company, and their sub-contractors, shail not have any exemptions
from any customs duties, and other relative taxes and fees, unless
within the limits of applied laws and regulations in the A RE.
However, the home supplies and furniture for personal use, and one
vehicle for each foreign employee affiliating to the contractor and
joint venture company or any of them may be released under temporary
release system (without paying any customs duties and any other
taxes relative thereto) due to a letter approved by an in-charge
representative in the authority submitted by the contractor or joint
venture company to the competent customs authorities stipulating
that the imported stuff are only for personal use of the foreign
emplioyee and his/her family, and that these stuff will be exported
outside A.R.E upon the departure of the said foreign employee.
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(D) After the authority’s approval, which shail not be held without
reasonable causes, the imported stuff to AR.E may be exported,
whether exempted or not from the customs duties and other taxes and
fees relative thereto according to the provisions of this agreement, at
any time, by the importing party, without paying any applied
exporting charges, taxes or fees from which they have been
exempted. Moreover, these stuff may be sold in the ARE after
obtaining the approval of the authority, which shail not be held
without reasonable causes. In this case, the buyer of these stuff shail
pay all the vaiid customs duties and other relative taxes and charges,
pursuant to its conditions, value, and applicable customs tariff at the
time of sale, if these stuff were not sold to a company affiliating to
the contractor, if any, or the authority, which enjoys the same
exemption, or their property is not transferred to the authority,

(excluding the vehicles not used in the operations).

In case of any sale of this Kind according to the aforementioned in Clause

D above, the revenunes of this sale shall be distributed as follows:

The contractor may regain the amounts not refunded from these

stuff, if any, and shall pay the excess amount, if any, to the authority.

(E) The exemption stipulated in Clause A in Article No. 10 shall not apply
on imported stuff if they are similar or largely similar to a type locally
produced, where the quality and safety specifications of the contractor
and joint venture company or any of them are provided, and the
purchase and delivery is easy in the A R.E for a price not exceeding
10 % (ten percent) of the imported stuff cost before adding customs
duties, but after adding freight and insurance charges, if any.
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(F) The contractor, authority, and buyers, or any of them, may export the
gold and associated minerals produced from the area, after the
approval of the authority, with exempting this gold and associated
minerals from any customs duties, taxes, fees, or any other charges
relative to the exportation of gold and associated minerais, in
accordance with this agreement.

ARTICLE NO. 11
BOOKS OF ACCOUNTS - ACCOUNTING AND PAYMENTS

(A) The authority, contractor and joint venture company shall hold the
books of accounts in their headquarters in the A R.E in accordance
with the accounting system stated in Annex D, and the generaily
acceptable and valid accounting terms in mining industry, as well as
the other books and records necessary to illustrate the executed
works under this agreement, including the quantity and vaiue of the
gold and associated minerais produced and preserved under this
agreement.

The contractor and joint venture company shail maintain their
referred to accounting books and records, registering therein the
USD accounts.

The joint venture company shail, on monthiy basis, submit to the
government or its representative the data clarifying the amount of
produced and preserved gold and associated minerals under this
agreement. These data shall be prepared according to the conditions
requested by the government or its representative, and shall be
signed by the general manager, deputy manager, or any other
representative authorized to this matter. The data shail be delivered
to the government or its representative within thirty (30) days from
the end of the month covering these data.

(B) The aforementioned accounting books and other referred to books
and records shall be ready at all appropriate times to be examined by
representatives authorized by the government.
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(C) The contractor shall submit to the authority a statement of profits and
iosses of the tax year, within a period not exceeding four (4) months
after the following tax year, in which it states the net profit or loss
for such tax year resulting from mining operations by virtue of this
agreement.

At the same time, the contractor shail submit to the authority the end
of the year budget for the same tax year, provided that an Egyptian
accounting firm accredited and accepted by the authority shall
approve the budget and financial statements.

ARTICLE NOQO. 12
RECORDS, REPORTS AND INSPECTION

(A) The contractor and joint venture company, or any of them, shail, at
all times during the validity of this agreement, prepare and maintain
accurate records in which the operations carried out in the areas
under this agreement are registered. The contractor and joint
venture company, or any of them, shall send to the government or
its representatives, according to the valid reguiations, or as the
government or its representative requires within the reasonable
limits, the information and data relative to its ongoing operations
under this agreement. The joint venture company shail carry out the
duties referred to in Article 12 according to its role stipulated in
Article No. 4 in Annex C.

(B) The contractor and joint venture company or any of them, shail
retain and maintain for one year a part of each sample taken from
core samples and samples taken from drilling and extraction operations
to be disposed by the government or its representative, or submit
according to the government’s discretion. All the samples kept by
the contractor and the joint venture company or any of them for
their own purposes, shall be available for inspection at any appropriate
time according to the government or its representative, during the
whole year; after which, the contractor is entitied to dispose the
sample according to its discretion after notifying the authority.
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(C) In case of exporting any rock samples outside the AR.E, before

export a similar sample in size and type shall be delivered to the
authority in its capacity as the government representative, uniess the
authority agrees otherwise.

(D) The original records shall not be exported without a permission from

(E)

(F)

@)

the authority, however, if the magnetic strips or any other data on
any modes requiring preparation and anaiysis outside the A.RE,
they may be exported if the original or a similar copy thereof is
maintained, if availabie in the A R.E, provided that these exports
shall be returned to the A.R.E promptly after the preparation or
analysis as they are owned to the authority.

During the period in which the contractor carries out the exploration
processes, the authority may enter all the parts of the areas via its
authorized representatives or employees at all appropriate times, in
addition to entitling them to inspect the ongoing operations and ail
the assets, records, and data maintained by the contractor, provided
that the authority’s representative shall not hindering the contractor’s
operations during practicing its rights mentioned in Clause E above.

The contractor shail submit to the authority copies of all the data
(including for example but not limited to the geological and
geophysical reports, drilling records and maps in the possession of
the contractor). The contractor should provide the authority with
quarter and annual technicai reports or according to the authority
request.

All these data and information shall be deemed confidentiai, and the
authority shall not disclose them along the whole valid period of the
agreement during the exploration process without the written
consent of the contractor. However, the authority, for the purpose of
obtaining new offers, may introduce the geological and geophysical
data to other parties (provided that these data shall not be less than
one (1) year old, unless the contractor agrees on a iess period, and
the contractor may not hold its approval without a reasonable cause).
The authority may, at any time, show the data of these areas to other
parties, which the contractor has waived, as long as these data are
not iess than one year (1) old.
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(H) The authority and the contractor, for their common interest, shail
fully cooperate at all times and make every effort to obtain any data
relative to the areas.

ARTICLE NO. 13
DAMAGE LIABILITY

The contractor shall bear the responsibility in full and lonely according to
the law against other parties in respect of any damages resulting from the
exploration and exploitation processes carried out by the contractor. The
contractor shall indemnify the government and the authority or any of
them for all the damages that may fall on their shouiders due to any of
these processes.

ARTICLE NO. 14
MAINTAINING THE GOLD AND STAVE OFF LOSS

The contractor and joint venture company shail take all the necessary
measures, in pursuance with the generaily accepted means followed in
the mining industry, in order to prevent the ioss or waste of gold above or
underneath the surface of earth in any way during the exploitation
operations.

ARTICLE NO. 15
SURFACE REPAIR, REHABILITATION
AND POLLUTION PREVENTION

The contractor shail be liable to repairing the surface of the earth to a
reasonable extent in the exploration and expioitation areas, and in any
other area located outside the exploited and used by the contractor or
joint venture company, as the case may be. Moreover, the contractor shall
be liabie to disposing the materiais in a safe manner, and protect the opened
holes and wells. The contractor and joint venture company shall also take
all the accepted measures to control the effect of poliution and harmful
contaminants, and decrease them to the practical possible limit.
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- Dealing with surface and underneath water resources, if any, shail be
taken into consideration, and in a way preventing any form of harmful

pollution.

- This repair and controi shall be carried out in a manner conforming with
the internationally followed standards in the mining industry, with
consideration to the public heaith and safety.

ARTICLE NO. 16
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

The legally authorized government representatives are entitied to enter
the area, subject of this agreement, and the operation sites. Those
representatives are entitied to review the books, records, and data of the
authority, contractor and joint venture company; and perform a reasonable
number of surveys, drawings and tests for the purpose of executing this
agreement. To achieve such purposes, they may use the machines and
tools of the contractor and joint venture company within the reasonabile
limits, provided that such usage shall not result in any danger or hinder to
the operations subject of this agreement, whether directly or indirectly.
The deputies and employees of the contractor and joint venture company
shail provide the appropriate assistance to those representatives, provided
that their activity shall not result in danger or hinder to the safety and
efficiency of operations.

The contractor or joint venture company shall provide to those
representatives all the privileges and facilitations it provides to its
employees in the field, and shall give them an appropriate space in their
offices to be used for free, and well-furnished domiciles while they are in
the field, in order to facilitate achieving the purpose of this article.
Without prejudice to Article No. 12, Clause E, all and any information,
relative to the area, which the government and its representatives obtain,
shall be confidential by virtue of Article No. 16.
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ARTICLE NO. 17

THE RIGHT TO EMPLOYMENT AND TRAINING OF
INDIVIDUALS THE ARAB REPUBLIC OF EGYPT

(A) The authority and contractor shail carry out the operations, subject of this

agreement, in a practical, sound and efficient manner, as follows:

1- The foreign personnel of the contractor or joint venture company,
including the administrators, professionais, and technicians, as
well as their contractors’ employees used to execute the operations
herein, shail enjoy residency rights stipulated in Law No. 89/1960
and the amendments thereof; and by virtue of Ministerial Decree
No. 280/1981 amended. The contractor shall agree to apply ail the
regulations of emigration, passports, and visas in the Arab
Republic of Egypt on the contractor’s foreign employees who
work in the Arab Republic of Egypt.

2- An amount not less than twenty five percent (25%) of the total
wages and salaries of foreign employees, including administrators,
professionals, and technicians hired by the contractor or the joint

venture company, shall be paid monthly in Egyptian currency:.

(B) The contractor and joint venture company shall select and determine
the number of employees required to carry out the operations subject
of this agreement.

(C) The contractor, after consulting with the authority, shall prepare and
execute specialized training programs for all the employees from the
ARE who carry out the operations subject of this agreement, in
respect of the practical aspects in mining industry. The contractor
and joint venture company shall graduailly replace their
non-executive foreign employees with qualified national citizens,

whenever possibie.
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(D) Training during exploration periods:

In each fiscal year of exploration years, the contractor shall train a
number agreed on with the authority during the exploration periods;
as the training cost of the authority’s employees shail be refunded

with exploration expenses during the exploration years.
(E) Training daring exploitation periods:

In each fiscal year of exploitation year, the contractor shall train a
number agreed on with the authority during the exploitation periods;
as the training cost of the authority’s employees shall be refunded

with exploitation expenses during the exploitation years.

(F) The contractor or joint venture company shall prepare and organize

training programs according to the authority’s request.
ARTICLE NO. 18
LAWS AND REGULATIONS

(A) The contractor and joint venture company shall be subject to Law
No. 86/1956 and the executive regulations thereof, in addition to the
regulations of safe and efficient performance of operations carried
out under this agreement, and shail maintain the Mineral resources in
the A R.E, provided that none of these regulations, amendments, or
interpretations are in contradiction or not conforming with the terms

of this agreement.

(B) The contractor and joint venture company shall be subject to the
provisions of Environment Law No. 4/1994, the executive regulations
and amendments thereof, as well as the laws or regulations relative to

environment protection issued in the future.
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(C) Save the stipulations in Article No. 3, relative to income taxes, the

authority, contractor and joint venture company shall be exempted
from all taxes and fees, whether imposed by the government or
municipals, including specificaily the saies tax of added vaiue, taxes
imposed on exploration, development, extraction, production,
exportation or transportation of gold and associated minerais, in
addition to all and any tax deduction that may be imposed on profits,
interests, technical services charges, royaity patents, trademarks and
alike, or any income distribution of the contractor’s shareholders, or
any capital tax. The contractor shall also be exempted from any
capital tax, including any real estate or properties tax. The contractor
shall be exempted from any taxes imposed on its liquidation of

works in this agreement.

(D) The rights and obligations of the authority and contractor which are

(E)

stipulated and valid herein shall be subject to the terms of this
agreement and in accordance hereto, and may not be changed or
modified without a mutuali written agreement between the
aforementioned contracting parties and pursuant to the same terms

issued in the original agreement.

The contractors of the contractor and joint venture company, and
their sub-contractors shall be subject to the terms and conditions of
this agreement. Any regulations issued by the government from time
to time that are not in conformity with the provisions of this

agreement shall not apply on the contractor and sub-contractors.

(F) For the purpose of executing this agreement, the authority, the contractor,

joint venture company and sub-contractors shail be exempted from
all the professional stamp fess stipulated in the union laws, in respect

of their documents and activities under this agreement.
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(G) All exemptions from the execution of laws and regulations of the
A R.E granted under this agreement to the authority, contractor, joint
venture company, their contractors and sub-contractors, shail include
the currently valid laws and regulations, any amendments or

substitutions thereof in the future.
ARTICLE NO. 19
CONTRACT BALANCE

If, after the effective date hereof, there is a change in the existing and
valid legislations or regulations relative to the exploration and
exploitation of goid and associated minerais, which may significantly and
badly affect the economic interests of the contractor in this agreement, or
obligate the contractor to transfer the amounts resulting from selling the
gold and associated minerals to the A.R.E, hence, the contractor shall
notify the authority with such legislation or regulations and the effects
resulting therefrom, which may affect the contract balance. In such case,
the parties shall negotiate about the appropriate amendments of this
agreement, which aim to restore the economic balance of this agreement
that prevailed at the effective date. The parties shall exert their best
endeavors to agree on the appropriate amendments of this agreement
within ninety days (90) from the notification. These amendments, shail
by no means iead to decrease or increase the rights and obligations of the
contractor stipulated at the effective date. If the parties fail to reach an
agreement within the period mentioned in this article, the dispute shall be
referred to the general terms and conditions of dispute resolution which

are stipulated in Article No. 25 herein.
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ARTICLE NO. 26
WAIVER

(A) Neither the authority nor the contractor may waive to any person,
company or institution, all or some of its rights, privileges, duties, or
obligations stipulated under this agreement, whether directly or
indirectly, without a written consent from the government. In all
cases, the priority shall be given to the authority to obtain the waived
share, if the authority desires such, by virtue of Clause F in this
article.

(B) In order to review any request relative to obtaining such approval, the

following conditions shall be fulfilied:
1- The waiver shall have fulfilled its obligations stipulated in this

agreement at the time of filing this request.

2- The waiving document shail include specific stipuiations that the
transferee complies with all the commitments in this agreement,
as well as the amendments or additions thereof to date. And the
project of waiver document will be presented to authority for

examination and approval before formally concluded.

3- The waiver shall submit to the authority the documents that prove

the financial and technical competency of the transferee.

(C) Any waiver, sale, transfer, or any other means thereof carried out
according to the provisions of Article No. 20, shall be exempted
from any transfer, or capital profits taxes, or any relative taxes, fees
or charges, including for example but not limited to, ail income, sales,

added value, or stamp taxes, or any other taxes or similar dues.
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(D) The waiver and transferee shail jointly guarantee fulfilling all the
duties and obligations of the contractor stipulated herein, as long as

the waiver maintains any share according to this agreement.

(E) Upon the agreement between the waiver and third party transferee,
the waiver shall disclose the final terms in writing to the authority.
The authority may obtain the share desired to be waived, provided
that it shall give the waiver a written notification within sixty (60)
days from the date of the waiver’s notification thereto, and shall
notify the waiver with its acceptance of the same terms agreed on
with the third party transferee. In case the authority did not deliver
such notification within sixty (60) days, the waiver may waive to the
third party transferee, conditioned with the acceptance of the

government according to Clause A in this Article.

(F) Without prejudice to Article No. 11, Clause A, the contractor may
waive all or any of its rights, privileges, duties, and obligations by
virtue of this agreement to an affiliating company, provided that the
contractor shall notify the authority and government in writing and
obtain the written approval of the government to such waiver. In case
of waiving all or some of the rights to this affiliating company, the
waiver and the transferee shall remain jointly or individually liabie
for all the obligations and duties of the contractor which result from

this agreement.

(G) The company (contractor) may enter into exploration or production
services contracts with local or international companies, in exchange
of the terms and conditions agreed on between the parties, and with

the consent of the authority.
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ARTICLE NO. 21
BREACH OF AGREEMENT AND REVOCATION AUTHORITY

(A) The government is entitled to terminate this agreement in respect to
the contractor, by virtue of a Presidential Decree, in the following
cases:

1- If the contractor knowingly submitted incorrect information to the
government where such information are essential to this
agreement.

2- If the contractor waived any share in this agreement in violation to
the provisions mentioned in Article No. 20 herein.

3- If the contractor announced its bankruptcy by virtue of a sentence
issued from a competent court.

4- If the contractor did not implement any final decision issued as a
result of judicial procedures in accordance with the terms in
Article No. 24 herein.

5- If the contractor, on purpose and without license from the
government, extracted any metais other than gold and associated
minerais, which this agreement does not allow, excluding what
could not be avoided to be extracted during the ongoing
operations under this agreement and pursuant to the accepted
measures in the mining industry. In such case, the government or
its representatives shail be notifies as soon as possibie.

6- If the contractor has committed any profound violation to this
agreement or the provisions of Law No. 66/1953, amended by
Law No. 86/1956, which are not in contradiction with the
provisions of this agreement.

This termination shall be executed without prejudice to the rights
that are due to the government before the contractor, in
accordance with the provisions of this agreement. In case of such
termination, the contractor may transfer all its personal properties
from the area.
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(B) If the government sees any of the abovementioned causes to
terminate this agreement (other than the force majeure causes
referred to in Article No. 22), then the government shall inform the
contractor via a written notification delivered to the contractor’s
general manager in person, and in an official legal manner proving
its receipt by the contractor or any of its legal agents; in order to
remove and correct these conditions within ninety days (90). But, if
for any cause, this notification became impossibie due to the change
of address and not being notified with such change, hence,
publishing this notification in the government’s official gazette shall
be deemed a sound notification to the contractor. If the causes are not
removed and corrected by the end of the ninety days (90) since the
date of receiving the notification, then this agreement may be
terminated promptly by virtue of a presidential decree according to
the abovementioned. However, it is a prerequisite that if this cause or
not removing or correcting it is due to something done or not done
by one of the parties, hence, the termination of this agreement shail
be effective to this party only and not to the other party in this
agreement.

ARTICLE NO. 22
FORCE MAJEURE

(A) The authority and the contractor, jointly or individuaily, shall be exempted
from the liability of not fulfilling or being delayed in fulfilling any
obligation stipulated in this agreement, if this non fuifillment or
delay is due to a force majeure. This shall be within the limits imposed
by this force majeure. The duration of non-fuifillment or delay, in
addition to the duration required to repair any damage resuiting therefrom,
shall be added to the duration determined in this agreement to fuifill
such obligation and any other resulting obligation, and accordingly to
the effective duration of this agreement; provided that this shail
apply only on the sector or sectors affected by the force majeure.
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(B) The term "force majeure" shail mean within the concept of Article
No. 22, including for exampie but not limited to, the acts of GOD,
any disobedience, disturbance, rebellion, war, strikes, other labor
strikes, fires, floods, or any other cause not resulting from the error
or negligence of the authority and the contractor, or any of them,
whether being similar to or different from the aforementioned, and
provided that any of these causes shall be beyond the reasonabie

control of the authority and the contractor or any of them.

(C) Without prejudice to the aforementioned, and uniess stipulated otherwise
in this agreement, the government shall not be liable in any form to
the authority and the contractor, or any of them, for any damages,
restraints, or losses resulting from any of the abovementioned force

majeure cases.

D) If the force majeure case happened during the first exploration period
or its extension, and continued for six months (6), the contractor may
terminate its obligations under this agreement by virtue of a ninety
days (90) prior written notice to be sent to the authority, without
shouldering any additional liability of any kind.

ARTICLE NO. 23
RIGHT OF REQUISITION

(A) In case of national emergencies due to war, forthcoming war, or
internai reasons, the government may seize all or part of the production
gained from the area under this agreement, and may request from the
joint venture company to increase this production to the maximum
possible limit. Moreover, the government may aiso seize the gold

mines itself, and the facilitations relative thereto if necessary.
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(B) In such case, this requisition shall not be done uniess after inviting
the authority, contractor, and their representatives, via an
acknowledged receipt registered mail, to express their views
regarding this requisition.

(C) The production shall be seized by virtue of a ministerial resolution.
As for the requisition of gold mines or any other relative facilitation,
it shall be done by virtue of a presidential decree, and legally and

soundly notified to the authority and contractor.

(D) In case of any requisition made according to the aforementioned, the
government shail compensate the authority and contractor in full for
the requisition period, including the following:

1- All the damages resulting from the requisition.
2- Monthly payments for the whole price of all the gold and associated

minerals extracted by the government, deducting its royaity share

from this production.

However, any damage happens due to the enemies attack shall not be
included in the concept of Clause D. The due amounts shall be paid
to the contractor. The price of seized gold and associated minerais shall

be in accordance with the provisions of Article No. 7, Clause H.
ARTICLE NO. 24

DISPUTES AND ARBITRATION
Any conflict, claim, or dispute that arise between the government and the

parties herein, in respect of this agreement, or in relation hereto, or in
prejudice hereof, or regarding its termination or nullity, shail be referred
to the competent state council courts to be settied, and these courts shall finally

settle between them according to the provisions of the Egyptian law.
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ARTICLE NO. 25
LEGAL STATUS OF PARTIES

(A) The rights, duties, obligations, and liabilities of the authority and
contractor under this agreement shall be separate and neither jointly
nor collectively. It is established that this agreement shall not be
interpreted as leading to form a company to persons or property
company, or Solidarity Company.

(B) Every member of the contractor shall be subject to the entity laws at
which it was established, regarding its iegal capacity or formation or
organization and memorandum of association, main regulations,
shares, capital, and property rights. The contractor’s capital shares
that are totally abroad, shall neither be exchanged inside the AR.E
nor put for public subscription therein; and shall not be subject to the
stamp taxes due on capital shares, or any other tax or fees in the
ARE. The contractor shall be exempted from implementing the
provisions of Law No. 159/1981 and the amendments thereof.

(C) If the contractor consists of more than one member, all the
contractor’s members shail, jointly and severally, fuifill the
contractor’s obligations stipulated in this agreement.

ARTICLE NO. 26
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIALS

The contractor or the joint venture company and its contractors, shail, as
the case may be, consider the following:

(A) Give the priority to the local contractors and sub-contractors,
including the companies affiliating to the authority, as long as their
performance is similar to the internationally prevailing performance
levels, and their prices are not more than ten percent (10%) of the
other contractors and sub-contractors.
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(B) Give preference to the locally manufactured materials, as well as the
equipment, machines, and consumable goods, as long as their quality
and delivery dates are similar with the equipment, machines, and
consumable goods internationally available. However, these
materials, equipment, machines, and consumable goods may be
imported for the operations under this agreement if their local prices,
delivered in the contractor headquarters or joint venture company
will be ten percent (10%) more than its imported counterparts, before
adding the customs duties, but aiso after adding the transportation

and insurance charges.
ARTICLE NO. 27

ARABIC TEXT

The Arabic text of this agreement is the reference in illustrating or
interpreting this agreement before the courts in the Arab Republic of
Egypt, however, it is provided that in case of resorting to any arbitration
between the authority and the contractor according to the stipulation in
the aforementioned Article no. 24, the Arabic text shall be referred to in

illustrating or interpreting this agreement.
ARTICLE NO. 28
GENERALITIES

The subjects’ tities or headlines of each article in this agreement are put to
make easier reference to the parties herein, and shall not be used in the

privacy of the interpretation of these articles.
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ARTICLE NO. 29
APPROVAL OF THE A.R.E GOVERNMENT FOR
THE AGREEMENT

This agreement shall not be binding to any of the parties herein, unless
and until a law is issued from the competent entities in the A.R.E that
entitles the Minister of Petroleum and Minerali Resources to sign this
agreement. The whole force of law and its effect shall apply on this
agreement, regardless on any governmental legislation in contradiction
thereto, and after the government, authority and contractor sign this

agreement.

THE ARAB REPUBLIC OF EGYPT

Represented by: ------mmmmmmmmmmem oo
EGYPTIAN MINERAL RESOURCES AUTHORITY
Represented by: ----mmmmmmmmmmmmemm e e e
SHALATEEN MINERAL RESOURCES COMPANY
Represented by: -----mmmmmmmmmmem e e e e

Date:
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ANNEXES
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ANNEX "A"
COMMITMENT AGREEMENT
BY AND BETWEEN
THE ARAB REPUBLIC OF EGYPT,
AND
EGYPTIAN MINERAL RESOURCES AUTHORITY,
AND
SHALATEEN MINERAL RESOURCES COMPANY (S.A.E)
IN THE AREAS OF
(GABAL EIQAT, GABAL GERF, WADI MEISAH, GABAL
ELBAH, ASWAN)
IN THE EASTERN DESERT - A.R.E
DESCRIPTION OF THE COMMITMENT AREAS BOUNDARIES
Annex "B" is an illustrative (preliminary) map including the areas
covered under and subject to this agreement.

The total area is about fourteen thousand square kilometers (14000 km?).
It consists of all or part of exploration sectors or the whole exploration

sectors defined on three minutes (3) by three minutes (3) grid from the

latitude and longitude lines.
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Gabal Gerf Concession Wadi Misah Concession

ID Long. Lat. ID Long. Lat.
A |34 55 00|23 02 00 A |35 20 00 | 22 30 00
B |35 30 00 [ 23 02 00 B |35 40 00 | 22 30 00
C | 35 30 00 | 22 30 00 C | 35 40 00 [ 22 00 00
D |34 55 00 | 22 30 00 D |35 20 00 | 22 00 00
Gabal Eqat Concession Gabal Elbah Concession

ID Long. Lat. ID Long. Lat.
A |34 44 00 | 22 20 00 A |35 42 00 | 22 24 00
B |35 12 00 | 22 20 00 B |36 12 00 | 22 24 00
C | 35 12 00 | 22 00 00 C | 36 40 00 [ 22 00 00
D | 34 44 00 | 22 00 00 D | 35 42 00 | 22 00 00

Aswan Concession

ID Long. Lat.
32 57 00 | 24 00 00
33 27 00 | 24 00 00
33 27 00 | 22 39 00
33 15 00 | 22 39 00
33 06 00 | 22 50 00
33 22 00 | 23 17 00

sl Rl Rl Nl v vl -2
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The following is a co-ordinates schedule for the corner points in the five

areas, which is deemed an integral part in Annex "A":

Gabal Gerf Concession

Wadi Misah Concession

ID Long. Lat. ID Long. Lat.
A |34 55 00 | 23 02 00 A |35 20 00 | 22 30 00
B [ 35 30 00 | 23 02 00 B [35 40 00 | 22 30 00
C | 35 30 00 | 22 30 00 C | 35 40 00 | 22 00 00
D |34 55 00 | 22 30 00 D |35 20 00 | 22 00 00
Gabal Eqat Concession Gabal Elbah Concession
ID Long. Lat. ID Long. Lat.
A |34 44 00 | 22 20 00 A |35 42 00 | 22 24 00
B [35 12 00 | 22 20 00 B |36 12 00 | 22 24 00
C |35 12 00 | 22 00 00 C |36 40 00 | 22 00 00
D |34 44 00 | 22 00 00 D | 35 42 00 | 22 00 00
Aswan Concession
ID Long. Lat.
A |32 57 00 [ 24 00 00
B | 33 27 00 | 24 00 00
C |33 27 00 [ 22 39 00
D |33 15 00 [ 22 39 00
E |33 06 00 [ 22 30 00
F |33 22 00 [ 23 17 00
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ANNEX "B"
STATES THE EXPLORATION AREAS LOCATIONS
UNDER THE COMMITMENT AGREEMENT
FOR THE EXPLORATION AND EXPLOITATION OF GOLD
AND ASSOCIATED MINERALS BETWEEN
THE ARAB REPUBLIC OF EGYPT,

AND EGYPTIAN MINERAL RESOURCES AUTHORITY,
AND SHALATEEN MINERAL RESOURCES COMPANY
IN THE AREAS OF (GABAL EIQAT, GABAL GERF, WADI
MEISAH, GABAL ELBAH, ASWAN)

IN THE EASTERN DESERT
A.R.E

Annex "B" is an illustrative primary map with an approximate drawing
scale of (1: 500000) which shows the areas covered under and included
in this agreement.

- It is noticed that the lines specifying the area in Annex "B" are only
illustrative and primary iines, and may not precisely show the real

location of the geographical features and landmarks of these sectors.
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ANNEX "C"
CONTRACT OF THE JOINT VENTURE
COMPANY ESTABLISHMENT
ARTICLE NO. 1

A joint venture company shail be founded, holding the nationality of the
Arab Republic of Egypt, by virtue of a permit from the government
according to the provisions of the memorandum of association and the
agreement referred to hereinafter. The company shall be subject to ail the
valid laws and regulations in the A.R.E; and these laws and regulations
shall not be in contradiction with the agreement referred to hereinafter.

ARTICLE NO. 2

On the date of commercial discovery, the authority and contractor shall
agree together on the name of the company which is subject to the
approval of the Minister of Petroleum.

ARTICLE NO. 3

The main headquarters of the joint venture company shall be in the Arab
Republic of Egypt.

ARTICLE NO. 4

The purpose of the joint venture company is to act as the agent, through
which the authority and the contractor are able to execute and facilitate
the exploitation processes, expioration works and marketing required by
the provisions of the agreement signed on ----/----/-----, by and between
the Egyptian Mineral Resources Authority and the contractor, which aiso
includes the exploitation processes in the areas mentioned in this agreement.

The joint venture company shall be the agent that executes the
exploration operations and carry them out after the commercial discovery
date in any part of an area transferred to an exploitation contract(s),
pursuant to the work schedules and budgets approved under this
agreement. The joint venture company shall maintain an account for ail
the costs, expenses and charges of these operations, in accordance with
the provisions of this agreement and Annex "D" attached hereto.
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Without the consent of the authority and contractor, the joint venture
company may not perform any work or activity other than the
aforementioned operations, uniess the authority and contractor agree

otherwise.
ARTICLE NO. 5

The licensed capital of the joint venture company is twenty thousand
Egyptian pounds, divided into five thousand regular shares, equal in
voting rights, each share amounts four Egyptian pounds, to be paid in fuil
and with fixed value. The authority and contractor shail pay, possess and
own, during the existence of the aforementioned joint venture company,
haif the capital share of the joint company (2500 shares to the authority,
and 2500 shares to the contractor). The only case in which any of the
parties may waive or transfer all or part of its share to other party, if any
of the parties desire to transfer or waive ail of its rights, properties, or
shares under this agreement; in such case, the transferring or waiving
party (successors and transferees) may waive or transfer part of the joint
venture company’s capital share which is equal to the percent transferred

or waived from its share under this agreement.
ARTICLE NO. 6

The joint venture company does not have any rights, properties, interests,
or any real estate rights neither under this agreement or by virtue thereof,
nor any exploitation contract resulting from this agreement, or in any
gold or associated minerals extracted from any exploration sector, or
exploitation contract of the area granted hereunder, or any assets,
equipment, or other properties obtained or used in the execution of the
operations; and shall not be liable to finance, or perform any obligation or

duty imposed on the authority or contractor under this agreement.
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ARTICLE NO. 7

The joint venture company is only the agent of the authority and
confractor. As per mentioned in this agreement, if the joint venture
company takes a decision, measure, or gives a suggestion or alike, it is
well understood that such decision is taken by the authority or contractor
or both, according to the prerequisites of the agreement.

ARTICLE NO. 8

The joint venture company shail have a board of directors consisting of
eight members, four of them represent the authority, and the other four
represent the contractor.

The chairman of the board of directors of the joint venture company shall
be assigned by the authority, who shall be also an entrusted member of
the board of director; and the contractor shall assign the general manager
who shall be also an entrusted member of the board of directors.

ARTICLE NO. 9

The decisions of the board of directors shall be sound by the majority of
the board’s members, and any decision taken shall not be sound unless
five votes or more of the members agree thereon, moreover, any member
may represent another member and vote on its behalf as per a proxy
issued from that member.

ARTICLE NO. 16

The general assembly meeting of shareholders shall be sound if the
majority of capital shares of the joint venture company are present. Any
decisions taken in this meeting shail have the majority of approving votes
of shareholders who own or represent the majority of capital shares.

ARTICLE NO. 11

The board of directors shail approve the regulations including the hiring
terms and conditions of the joint venture company’s employees, who are
hired directly by the joint venture company and not assigned by the
contractor and authority.
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The board of directors, at the appropriate time, shail put the internal
regulations of the joint venture company, and such regulations shall be
valid after being approved in the general assembly meeting of shareholders,

in accordance with the provisions of Article No. 10 herein.
ARTICLE NO. 12

The joint venture company shail be founded within thirty days (30) from
the date of the gold’s commercial discovery, according to this agreement

(uniess otherwise is agreed on between the authority and contractor).

The duration of the joint venture company is determined with a period
equal to the duration of this agreement, in addition to any renewal
thereof. The joint venture company shall be resolved if the duration of the

abovementioned agreement expires due to any reason stipulated herein.

Egypt Mineral Resources Authority
Represented by: --------=-=—-mmommmmm -
Shalateen Mineral Resources Company

Represented Dy: -------=-m-mmmmmmmmmem e
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ANNEX "D"
ACCOUNTING SYSTEM
ARTICLE NO. 1
GENERAL PROVISIONS
(A) Definitions:

The definitions mentioned in Article No. 1 of the commitment agreement
shall apply on this accounting system, and shail have the same meaning.
(B) Activity information:

1- The contractor, in accordance with Article No. 4 in this agreement,
shall submit to the authority, within thirty days (30) from the end
of each quarter calendar year, an evaluating report of the exploration
activity which reflects ail the debt and credit bailances relative to
the exploration processes carried ouf in any part of an area not transferred
to an exploitation contract for the said quarter year, summarized
as appropriate tab which indicates the nature of each of them.

2- The joint venture company, after being established, shail submit to
the authority and contractor, within fifteen days (15) at the end of
each quarter calendar year, a statement of exploitation and exploration
activity, which includes all the credit and debt balances relative to
the exploitation and exploration process carried out in any part of
an area transferred to an exploitation contract for the said quarter
year, summarized as appropriate tab which indicates the nature of
each of them, moreover, the items that can be listed and credit and
debt extraordinary balances shail be mentioned in detail.

(C) Amendments and revision:

1- Each quarter year report relative to the exploration activity, according
to Clause B.l in Article No. 1 in this annex, shall be deemed
finally sound and correct after three months (3) from receiving
such report by the authority, uniess that authority objects in
writing on it within the said three (3) months, as per the provisions
in Article No. 4, Clause E herein. During this three months (3)
period, the supporting documents shail be available to the authority
to inspect them at any time during the working hours.

By virtue of this sub clause, the contractor shall have the same right
of the authority, in relation to reviewing the joint venture company data.
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2- All the data relative to the exploitation and exploration for any
quarter calendar year, as per Clause B.2 in Article No. 1 in this
anneX, shall be deemed finally true and sound three months (3)
after receiving these data, unless the authority or contractor object
in writing thereon within the said three months (3). Till the three
months (3) are over, the authority or contractor or both, may
review the joint venture company’s accounts, records and
documents of the mentioned quarter year, as per the stipulation in
Article No. 4, Clause E herein.

(D) Carrency transfer:

(E)

The contractor’s books relative to exploration and the joint venture
company’s books relative to exploitation and exploration in the
ARE, if any, shall be in USD, and all the amounts spent in USD

shall be incurred on the same spent amounts.

All the expenses made in Egyptian pounds shall be transferred to
USD, as per the exchange rate applicable and issued from the
Egyptian Central Bank on the first day which these expenses were
registered. All expenses that are not in USD shall be transferred
thereto according to the currency’s exchange rate issued by National
Westminster Bank, itd., London at 10:30 am GMT, on the first day
on which these expenses were registered. A register of exchange
rates used in transferring the Egyptian pounds expenses or other
expenses not in USD, to USD, shall be kept.

Arranging documents according to precedence:

In case of any contradiction or difference between the stipulations of
the accounting system and this agreement provisions that may affect

a certain matter, the agreement provisions shall prevail and apply.
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(F) Amending the accounting system:

By mutual agreement between the authority and contractor, the
accounting system may be amended in writing from time to time as
per the future arrangements.

ARTICLE NO. 2
COSTS, EXPENSES, AND CHARGES
With consideration to the stipulations of this agreement, the contractor
shail lonely shoulder and pay, whether directly or by the joint venture
company, the following costs and expenses. These costs and expenses
shail be assorted and distributed on the activities as per the sound and

generally applicable accounting standards, and shall be dealt and
reimbursed with according to the provisions of Article No. 7 herein.

(A) Sarface rights:

All the direct expenses resulting from possessing, renewing, or
waiving the surface rights obtained and still valid for the area.

(B) Laber and relative expenses:

1- The wages and salaries of the contractor or joint venture company
empioyees, as the case may be, who directly work in different activities
under this agreement, including the wages and salaries paid to
other geologists and employees temporarily assigned to these
activities. The appropriate amendments shail be made to these wages
and salaries, with consideration to the changes in the contractor’s
system, and amendments to the applicable wages laws.

For the purpose of Clause B, of Article No. 2, and Clause C in
Article No. 2 in this annex, the wages and salaries shail mean the
amounts subject to income taxes in the A R.E, including the salaries
taken during the vacations and sick leaves, but excluding ail the
amounts of other articles covered under Clause 2 below.
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2- As for the foreign employees who are permanently assigned in Egypt:
1. All the allowances relative to the wages and salaries,
2. Costs of stipulated systems,

3. All the travelling expenses and transportation costs of those
foreign employees and their families from and to their country,
or their original domicile, at appointment and expatriation, or
transporting from one place to another and during vacations
(transportation costs of employees and their families from
A R.E to another place other than their originai domicile shail
not be incurred on the operations in the A.R.E).

The costs mentioned in Clause B.2 in Article No. 2, shail be
equivalent to twenty five percent (25%) of the main salaries and
wages paid to those foreign employees, including the ones paid
during the vacations and sick leaves, as per the international rules
of the contractor, and shall be incurred according to Clause B.1,
Clause I, Clause k.1 and K.3 in Article No. 2 in this annex.

In any case, the wages and salaries paid during the normai
vacations, sick leaves and incapability shall be covered by the
previously mentioned percent. The abovementioned percent
shall be as representing the actuai cost of the contractor, as of
the effective date, in respect of the following privileges,
allowance and costs:

1. Accommodation allowances and benefits.
2. Goods and services allowances.

3. Private rent allowances.

4. Transportation allowances during vacation.
5. Traveling allowances during vacation.

6. Excess furniture aillowances during vacation.
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7. Education allowances (for the children of the foreign
empioyees)

8. The presumptive amount equivaient to the USA tax (which
ieads to decrease the payabie amount)

0. Storing personal luggage

10. Home renewal costs

11. Real estate management fees

12. Entertainment ailowance

13. Pension system

14. Group life insurance system

15. Group medical insurance

16. Illness and disability

17 Paid leaves systems (excluding travelling expenses of
authorized vacations)

18. Saving system

19. Military service allowance

20. Federal insurance pension system

21. Workers compensations

22 Federal insurance and the state insurance against
unemployment

23. Employees transportation expenses

24. National insurance

25. Any other expenses, costs or privileges of similar nature as
per the international system of the contractor.
The above mentioned rates shall be reviewed every three
years (3) from the effective date, and at the times in which

the authority and contractor agree to use new rates by virtue
of this clause.
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The amendments made to these rates shall take into
consideration the costs and amendments of the international
system of the contractor, which may amend or exclude any
of the aforementioned allowances and privileges. The
amended rates, shall, as much as possible, reflect the
contractor’s actual costs relative to all its allowances and
privileges and its employees transportations.

3- As for the foreign employees temporarily appointed in Egypt, all
the allowances, stipulated systems, and all the travelling and
transportation expenses paid according to the internationally
stipulated systems of the contractor. These costs do not include
any additional administrative charges, save what is mentioned in
Clause K.2, in Article No. 2 in this annex.

4- The expenses or subscriptions paid according to the law, or the
charges imposed by government authorities, which apply on the
workers’ salaries and wages, as per Clause B.1, Clause B.2,
Clause H, Clauses K.1 and K.3 in Article No. 2 in this annex.

(C) national workers privileges, allowances and costs:

The remunerations, bonuses, allowances, and privileges as per the
standards applicabie in gold companies working in the A R.E, according
to Clause B.1, Clause H, Clauses K.1 and K.3 in Article No. 2 in this annex.
The terminal bonus shail be according to a certain category applied
on the wages in the payroll, and shall be equivalent to the maximum limit
of terminal bonus paid according to the labor law in the A RE

(D) Materials:
The materials, equipment, and supplies bought and provided under
such title by the contractor or the joint venture company.
(1) Parchases:
The materials, equipment and supplies bought according to the price

paid by the contractor or joint venture company, in addition to any
relative costs after deducting all the actual discounts obtained.
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(2) materials supplied by the contractor:

All the materials required by the operations shall be directly

bought whenever this is practically possible; save that the

contractor may supply these materials from its warehouses or the

companies affiliating thereto outside the A.R.E, in accordance

with the following terms:

1- New materials (case "a'"):
The new materiais transferred from the contractor’s warehouses
or affiliating companies thereto, or from other properties, shail
be priced at cost price, provided that the supplied materials
cost shail not be more than the prevailing international prices
of materials similar in kind and supplying terms, at the time
these materials were supplied.

2- Used materials (case "b", and "¢"'):
a) The materiais that are in good condition and usable without

the need to renew them, shail be listed under case "b", and
priced with seventy five percent (75%) of similar new ones.

b) The materiais that cannot be listed under case "b", however
can be used for its original purpose, but cannot be renewed
for specific reasons, shail be listed under case "c¢", and
priced with fifty percent (50%) of similar new ones.

¢) The materials that cannot be listed under case "b" or "c"
shail be priced with the value appropriate to its usage.

d) The costs of the tanks, buildings, and other equipment
which include installation costs shall be incurred according
to the appropriate percentage of the uninstailed new ones.

3- Guaranteeing the materials supplied by the contractor:

The contractor shail not guarantee the materials suppiied with
more or iess than the guarantee offered by the distributor or producer
of these materiais. In case of any defected materials, the credit
value shall not be registered in the books unless the contractor
receives the settlement value from the producers or their agents.
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(E) Transpertation and employees redistribution costs:

1-

Moving the equipment and supplies required to manage the
activities of the contractor or joint venture company.

2- Travelling and transportation expenses of service works within the

3-

limits covered by the contractor’s regulations, or the expenses
incurred and paid by the foreign and national employees which
the contractor shall pay on their behalf to manage the contractor’s
or joint venture company’s work.

The transportation and redistribution costs of national employees
shail be within the limits covered under the stipulated regulations.

(F) Services:

1-

2-

4-

External services: the contracting costs of consultants, as well as
the services and benefits offered by other parties.

The cost of services performed by the authority, contractor, or
companies affiliating thereto, in relation to the supplies inside or
outside the A R.E. The authority and/or contractor or the companies
affiliating thereto shall perform the regular, repeated, and routine
works, such as illustrating the magnetic records and/or other anaiyses,
and this shail be incurred according to a contract price agreed on.
The authority and/or contractor or the companies affiliating
thereto shall carry out the major projects that require engineering
and designing services as per a contract price agreed on.

Using the equipment that are totally owned by the authority, or
contractor, or companies affiliating thereto, shail be incurred
according to a rent rate complies with the cost of owning and
operating the asset, provided that this rate shall not exceed the
competing rates prevailing then in the AR.E.

The rates claimed by the contractor or the companies affiliating thereto
shall not include general administrative expenses or additional costs,
save what is mentioned in Clause K.2, in Article No. 2 in this annex.

(G) Damages and losses:

All the costs or expenses required to remove or repair the damages or
losses caused by fire, flood, storms, theft, accidents, or any other
reason which the contractor or joint venture company cannot control
despite the reasonable effort and care exerted. The contractor or joint
venture company shall sent to the authority and contractor a written
notice about the damages or losses whose value exceed ten thousand
pounds (10000) for each incident, as soon as possible, after the
contractor or joint venture company receive an incident report.
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(H) Insurance and claims:

The insurance costs of damage liabilities to other party and
properties, and other insurance against the liability of the contractor,
joint venture company, parties, or any party herein, or their
employees and/or other party, as the government issued laws, ruies
and regulations require, or as the parties agree. They shall be
registered under the operations covered by any of these insurances or
claims, deducting therefrom the actual cost of claim.

In case of not insuring against a certain danger, in pursuance with the
international sound measures applied in mining, ail the actual costs relative
to this danger which the contractor or joint venture company paid and
incurred to settle any or ail of the losses, claims, damages, provisions,
and other expenses, in addition to the legal services, shail be incurred.

(I) Indirect expenses:

The generai expenses of the camp and facilitations, such as the coast
headquarters, warehouses, water and road networks, salaries and expenses
of the employees supervising the field, field clerks, assistants, and
other general employees who indirectly work in the field.

(J) Legal expenses:

All the costs and expenses paid in litigation or legal services, and
others, which is necessary or proper to protect the area, in addition to
attorney fee and expenses as per the following; moreover, ail the
rules sentenced against the parties or any of them in respect of the
operations under this agreement, and the actual expenses which any
party(s) herein incurred in order to obtain defense evidences in any
lawsuit or claim filed relative to the operations hereunder. If there are
lawsuits or claims relative to the interests mentioned in this
agreement, and the iegal employees dealt with them for the benefit of
a party or more herein, the costs may be incurred according to
appropriate charges for performing and offering these services.
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(K) Taxes:

All the taxes, fees, or tax statutes paid in the A.R.E by the contractor
or joint venture company under this agreement, excluding the taxes
mentioned in Clause I in Article No. 3 herein.

(L) Contractor’s continuous costs:

The contractor’s activity costs stipulated under this agreement and
incurred only in the A.R.E after forming the joint venture company,
and without prejudice to Clause I in Article No. 3 herein. The saies
expenses incurred outside and inside the A.R.E as costs may not be
regained.

(M) Other expenses:

Any costs, expenses or charges other than the included in the
abovementioned stipulations in Article No. 2, which the contractor or
joint venture company incurred under the approved budgets and
work schedules.

ARTICLE NO. 3
INVENTORY
(A) Regular inventory, notification and attendance thereof:

The supplies inventory shail be carried out by the joint venture
company at appropriate times as agreed on between the authority and
the contractor. The inventory shail include all the materiais, tangibie
assets, and construction projects. The joint venture company shall
notify the authority and contractor in writing with its desire to carry
out the inventory at least thirty days (30) prior thereto, in order to
enable the authority and contractor to be represented in any inventory.
If the authority and/or contractor did not send a representative to
attend the inventory, then the absent party shall accept the resuit of
the inventory carried out by the joint venture company. In such case,
the joint venture company shail send a copy of the inventory to the
party which was not represented.
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(B) Settling and modifying the inventory:

(A)

(B)

The inventory settlements shall be carried out by the contractor and
authority, the increase and shortage report shail be done by the joint
venture company, contractor and authority. The inventory lists shail
be modified by the joint venture company.

ARTICLE NO. 4
COSTS REIMBURSEMENT
Costs reimbursement statements, cost-reimbursement gold
statements:

According to the provisions of Article No. 7 herein, The contractor
shall submit as soon as possible but not after fifteen days (15) from
receiving the joint venture company’s reports of exploitation and
exploration work for the quarter calendar year to the authority a
report for that quarter year in which it clarifies the following:

1- The refundable costs deferred from the previous quarter year, if any:.

2- The refundable costs incurred and paid during the quarter year.

3- The total refundable costs for the quarter year (1 + 2).

4- The gold value specified for costs refund, which the contractor
lonely got and disposed for the quarter year.

5- The costs value refunded for the quarter year.

6- The refundable costs deferred to the following quarter year, if any.

payments:

If the said statement showed an amount due to the authority, then the
amount shail be paid by the contractor to the authority in USD upon
submitting the said statement. If the contractor fails to pay any of
these amounts to the authority on the due date thereof, then the
contractor shall pay a yearly interest of two and a half percent (2.5%)
higher than the interest price of London Bank Group (LEBOR) for
the three-months-USD trust funds and which is prevailing at the date
of interest. The paid interest shall not be refundable.



YoNE G gy AV 3 () 1,50 VE sl = e IS8 41 142

: ol (S0 21 plasd | yosadil f sl M pall At ()
s18 Y gaasd] codll il oo Lelisus dbb ol 3 bl i gt
I LN epe dmsad! 33U oo (5) 5,800 o s Gy Goe i JIS!
Bls b CaSI i sis dyplan By sl 555555 S5 L g
oanaid] il a2 3B e Ui oo 28T Lo Jolill J pa

Wi JIS] 3l 2

s 4maf pbf o (D)
oo RS gl Ludatael sy G (VY) e 3T 308 3 ) gl 0550
RIS b danl g ST (3 picd Kasl 1 55U adn (3 Lol L] 3,00
25595 W3l o3l S DT e Sy Lkl dngl) iy e ] 1,
e (VY)Y de 015, o LT Aol Aol 530 oty ol
55,5l

: ot il 3 Gl 3 s (1)
L3 Sl ellad] oludly Cond) Olalzd! Ll t Wluo Jolatl 2 50
oI5 comgs Baall LA G488 b 52,11 Cond! il i gurrn
Lk A5 butoancinnce 3Los ol Jhziael dmy o) i oo (V) (o) 5,3
Gy oldendl S o2 Ly (331 DS Lol 261 day Ll gl
Al + Bl oy, st elldy o 1 o (V) () 58 501 5Ll
ol Ll e SV

: IS 12 ! Gt bt (o)
L3014 oGl el olud s Gl os ol 4318 Gl Jolall £
G doay s o] ¢ 313, Ll WS 0 S 3L
oy O < S ol jrasd] ol o ) B3y 003



143 Y- V6 B dip MV B (0) 5,50 Y sl = G Il 5y 4

(C) Settling the gold sarplus assigned to cost refund:

The authority is entitled to take all its dues from the gold surplus
assigned to cost refund in kind according to Clause G in Article No.
7 herein during the mentioned quarter year. The settlement becomes
required on submitting this statement when the contractor gets more
than its entitlements from the surpius gold assigned to cost refund.

(D) Review:
The authority is entitied, within twelve months (12) after receiving
any of the aforementioned statements in Article No. 4, to review the
statement and object on it. The authority and contractor shall agree
on any required amendments, and the accounts and documents shall

be available to the authority during the mentioned twelve months
(12) period.

(A) Accounts of exploration ebligations ebservance:

The contractor shall have an account to observe the exploration
obligations and the periodical account for observing the total
amounts of exploration expenses stated in the statements under
Article No. 1, Clause B.1 in this annex; after deducting any excluded
amounts agreed on by the authority and contractor, and after the
written objections by a non-operator according to Article No. 1,
Clause C.1 in this annex. The aforementioned shall be for
determining the fuifillment date as per the minimum limit of

exploration obligations.
(b) Account of cost refund control:

The contractor shail open an account for controlling the cost refund
and the equivalent periodical account of monitoring the remaining
amount of refundable costs, if any, as well as the costs refunded and
gold surplus assigned to cost refund, if any.
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(¢) Main accounts:

For the purpose of labeling the costs, expenses, and expenditures for
costs refund, as well as determining the fulfillment date of minimum
exploration obligations, the costs, expenses and expenditures shail be

registered in main accounts that include the following:
- Exploration expenses.
- Exploitation expenses, notwithstanding the operation expenses.
- Operation expenses
The necessary sub accounts shall be opened thereto.

The contractor shall open income accounts within the limits

required to monitor refunding the costs and gold assigned to cost
refund.

ARTICLE NO. 6
TAXES APPLICATION PROVISIONS
It is known that the contractor shall be subject to the Egyptian income tax

laws, save otherwise stated herein, and any income taxes paid by the
authority on behalf of the contractor in the AR.E considered as
additional income to the contractor shall also be subject to the income tax

in the ARE, i.e. "summed".

The "contractor’s primary income" is the contractor’s annual income as
per Article No. 3, Clause M.2 herein, deducting therefrom an amount
equivalent to the Egyptian income tax due on the total income of the

contractor.

"The total vaiue" is the amount added to the primary income to obtain
"the income subject to tax", therefore, the total value equals the income
taxes in the ARE.
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Accordingly:
Income subject to tax = primary income pius total vaiue.

Total vaiue = income tax in the A.R.E imposed on the income subject to
tax.

If the income tax rate in the A.R.E, which means the applicabie rate or
accumulated tax, resuit from different taxes imposed on income or profits
in the A.R.E, and is a fixed rate and does not depend on the income level,
then:

The total value = income tax rate in the A R.E multiplied by income
subject to tax

By adding the abovementioned two equations, the first and last, the:

Primary income X Tax Rate
1 - Tax Rate

Total value =

The tax rate is represented by a decimai figure.
Following exampie illustrates the abovementioned mathematics.

If we suppose that the primary income is 10 dollars, and the income tax
rate in the A R.E is forty percent (40%), then the total value equals:

$11? ’;(314 =$6.67
Thus, accordingly:
Primary Income $ 10.00
Plus: Total Value 6.67
Income Subject to tax $16.67

Minus: Income Taxes in the AR.E rating 6.67

Contractor’s Income After Deducting Taxes $ 10.00



