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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN MINERAL RESOURCES
AUTHORITY

AND
KLONDIKE STAR CANADA INC.,,
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
IN
OWEINAT AREA WESTERN DESERT, A.R.E.

This Agreement made and entered into this day of ~ewees juecaeas 2007,
by and between

THE ARAB REPUBLIC OF EGYPT (hereinafter referred to vatiously as
"The ARE." or as the "GOVERNMENT") - and-

THE EGYPTIAN MINERAL RESOURCES AUTHORITY, (heremnafter
referred to as EMRAY), a legal entity created by Presidential Decree 452
of 1970 as amended by Presidential Decree 43 of 1986 as amended by
Presidential Decree 336 of 2004 - and-

KLONDIKE STAR CANADA Inc., a company organized and existing
under the laws of Canada { hereinafter referred to as "KLONDIKE" or as
"CONTRACTOR™ ).
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WITNESSETH

WHEREAS, Law No. 86 of 1956 of mines and quarries as amended , es-
tablished that all minerals and Ore Deposits including GOLD, existing in
mines and guarries in "A.R.E" _including the terfitﬂriaj waters and In the
seabed subject to its jurisdiction and extending beyond the territorial wa-
ters, are the property of the State; and

WHEREAS, " EMRA" and " KLONDIKE " wish to collaborate for the

purpose of exploring and developing GOLD and associated minerals in
"A.R.E"; and

WHEREAS, EMRA has applied to the GOVERNMENT for an exclusive
concession for the exploration and exploitation of Gold and associated
minerals in and throughout the area referred to in Article II, and de-
scribed in Annex "A" and shown approximately on Annex "B, which
are attached hereof; and made part hereof; (hereinafter referred to as the
"area”); and

WHEREAS, KLONDIKE agrees .to undertake its obligations provided
hereinafter as Contractor with respect to the Exploration, Exploitation
operations n the said Area, and

WHEREAS, the GOVERNMENT desires hereby to grant such conces-
sion; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may eater into a concession agreement with EMRA, and
with KLONDIKE as a Contractor, for Exploration and Exploitation op-
erations for GOLD and Associated Minerals in the Areas hereinafter referred to.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE I

DEFINITIONS
(a) "EXPLORATION" shall include the examination of the surface and
the underground by all means, particularly geological and

geophysical, leading to the identification of munerals by their
physical, magnetic, electric, or other characteristics or by making
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(b)

test pits or bores to ascertain the existence or possibility of
existence of GOLD and minerals associated with GOLD.
EXPLORATION includes also more detailed examination of the
surface and underground by all dnlling and mining operations
leading to the delineation of ore bodies, its quantities and
specifications, methods of extraction, dressing, marketing and
feasibility studtes.

"EXPLOITATION " shall include, but not be limited to, all the

operation and activities pursuant to approved Work Programs and
Budgets under this Agreement with respect to:

1. All the works that should be made in the area to uncover orc
bodies as sinking shafts, driving levels, and drilling, etc.

2. Drlling, mining and quarrying design; civil construction;
installations servicing and maintenance of equipment, electric,
railway and pipe lines, sewage systems, facilities, mining and
dressing plants and related operations, and any other activity
which helps in preparing the mines or quarries for production
and transportation to shipping terminals.

3. Producing, transporting, storing and marketing or any other

work or activities necessary or ancillary to any of the activities
referred to above.

4. Restoration and rehabilitation operation.

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

minerals associated with GOLD on or under the surface of the
earth, and minerals shall be agreed to be associated with GOLD to
the extent that they can be extracted, milled or processed with GOLD.

(ii) The term "GOLD" will be applied to the metal GOLD produced as

a result of exploitation including metals associated with GOLD after
milling, processing, smelting and refining of GOLD ores. It 1s understood
that all such operations shall be in A.R E. except refining.
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(d) "ASSOCIATED MINERALS" shall mean silver, platinum lead, zinc,
copper and other metals that are naturally associated with Gold to
the extent that they can be extracted, milled or processed with
GOLD. It also, shall mean the tron ares in the area.

(e) "AR.E."is an abbreviation for the ARAB REPUBLIC OF EGYPT.

(f) "EFFECTIVE DATE" means the date on which the text of this
Agreement is signed by the GOVERNMENT, EMRA and the
CONTRACTOR, after the relevant Law is issued.

(g) (1) "YEAR" or CALENDAR YEAR means a pertod of twelve(12)

months according to the Gregorian being 1% January to
315 December.

(2) "FINANCIAL YEAR" means the GOVERNMENT' S financial
year according to the laws and regulations of the A.R.E.

(3) "TAX YEAR" means the period of twelve {(12) months according

to the tax law and regulations of the A.R.E.

(h) An "AFFILIATED COMPANY" shali mean a company:

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

(ii) Which is the owner directly or indirectly of share capital confermng a
majority of votes at stockholders’ meetingsl of a party hereto; or

(iii)) Of which the share capital conferring a majority of votes at
stockholders meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same

company.
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(1)

"COMMERCIAL DISCOVERY": shall mean a discovery of Gold
and associated minerals worthy of being developed and exploited
commercially in accordance with the principles of good mining
practices. The GOLD deposit 1s not deemed commercial unless the
CONTRACTOR presents to EMRA detailed feasibility study
supported by documents to prove that the deposit, can upon,
exploitation, pay back all Preproduction Exploration and
Exploitation investments over a period which shall be determined
by the feasibility study based on the following parameters.

- Geological assessment and conclusions;
- Estimated market demand over next ten (10) years;
- Estimated (FOB) price of GOLD & associated minerals;

- Penod of Recovery of preproduction Expioration and Exploitation
investments incurred by CONTRACTOR in accordance with
the terms of this Agreement;

- Payment of royalties, taxes and share of EMRA and CONTRACTOR
according to the terms of this Agreement;

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

Following the receipt of such study, EMRA and CONTRACTOR shall
meet and review all appropriate data with a view to mutually agreeing

upon the existence of a Commercial Discovery. Any differences of opin-

1on regarding the study or the existence of the commercial discovery will
be discussed and an effort made in mutual good faith to resolve it. The

approval or disapproval of the study and agreement or disagreement on

the existence of a commercial discovery will be deemed to occur not later

than sixty (60) days after the date of which the study is received by
EMRA. The date of Commercial Discovery shall be the date EMRA and

CONTRACTOR mutually agree that commerciai discovery exists.
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(J) "Dumps and Tailings™ refers to all those dumps and tailings currently
occurring in the area and resuited from old mining workings carried
out before the Effective date of the Agreement.

(k} "EXPLORATION BLOCK" shall mean an area, the corner points of
which have to be coincident with three (3) minutes by three (3)
minutes latitude and longitude divisions, according to the
International Grid System where possible or within the existing
boundaries of the Areas covered by this Concession Agreement as
set out in Annex "A".

(1) "EXPLOITATION BLOCK" shall mean an area, the comer points
of which have to be coincident with one (1) minute by one (1)
minute latitude and longitude divisions, according to the
International Grid Systern where possible or within the existing
boundaries of the Areas covered by this Concession Agreement as
set out in Annex "A".

(m) "EXPLOITATION LEASE (5)" shall mean the area that covers cne

or mere exploitation block or blocks covering geological limits of
GOLD deposit capable of production.

(n) "COMMERCIAL PRODUCTION" shall mean the production of
Gold and associated minerals ( if any), following decisions by
EMRA and CONTRACTOR to produce on a regular and
commercial basis.

(0) "THE ANNUAL TOTAL PRODUCTION" shall mean the total
quantity of GOLD and the total quantity of associated minerals (if
any) produced and saved from the area during one financial year.

(p) "EMRA" shall mean the Egyptian Mineral Resources Authority.

(@) "AGREEMENT" shall mean this Concession Agreement and its Annexes.

(r) "CONTRACTOR" couid be one company or more (each company 1s
called a CONTRACTOR Member). Unless modified by virtue of

Article XX herein, CONTRACTOR under this Concession
Agreement shall mean KLONDIKE.
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{s} "OPERATOR" means a company {if it is composed of one
Company) or one of the CONTRACTOR'S Members (if they are
more than one company) sppointed by them 1o be the entity to
which, from which and in whose name all nofifications related to or

in connection with this Concession Agreement shall be made.

CONTRACTOR shall notify the name of the Operator to EMRA,

(t) "Joint Venture Company " is the company to be formed in accordance
with Article VI and Annex D of this Agreement.

ARTICLE 11

ANNEXES TO THE AGREEMENT

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

Agreement, hereinafter referred to as "The Area™.

Annex "B" is a provisional illustrative map on the scale of approximate-
ly 1:500.000 indicating the Area covered and affected by this Agreement
and described in Annex "A",

Amnex "C" is the form of a Letter of Guaranty to be issued by the Na-
tional Bank of Egypt, Cairo, Egypt and to be submitted by CONTRAC-
TOR to EMRA one (1) day before the time of signature of the Minister
of Petroleum on this Agreement for the sum of one million one hundred
and eighty six thousands and eighty six dollars and thirty eight cents
($1,186,086,38) U.S. Dollars guaranteeing the execution of CON-

TRACTOR,S minimum exploration obligation for the initial exploration
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period. In case CONTRACTOR shall have elected to extend the initial
Exploration Pericd for additional period in accnrdénce with Article ITI
(b) of the Agreement, similar Letter of Guarantee covering CONTRAC-
TOR’S minimum exploration obligation for such extension shall be is-

sued and submitted by CONTRACTOR at the time of its notice of extension.

Each such guaranty shall remain effective for six (6) months after the end
of each Exploration period except as it may be released prior to that
time in accordance with the terms thereof or upon completion or perfor-

mance of Contractor’s obligations hereunder.

It1s specifically agreed that :-
- The amount of guaranty will be reduced by amount equal to the over

expenditure carried forward from previous exploration periods.

- EMRA shall issue quarterly instruction to the bank to release CON-
TRACTOR from its obligation under the terms of these letters of gﬁar—
anty by an amount equal to the amount spent by CONTRACTOR and
approved by "EMRA”",

Annex "D" is the form of a Charter of the Joint Venture Company to be

formed as provided for in Article VI hereof.
Annex "E" is the Accounting Procedure.

Annexes "A", "B", "C", "D", and "E" to this Concession Agreement
arc hereby made part hereof, and they shall be considered as having

equal force and effect with the provisions of this Agreement.
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ARTICLE I

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EMRA and CONTRACTOR: subject
to the terms, covenants and conditions set out in this Agreement, which
insofar as they are contrary to or inconsistent with any provisions of Law
No.86 of 1956, as amended, shall have the force of Law, an exclusive
concession in and to the Area described in Annexes "A" and "B".

(a) Starting from the commencement of the commercial production of
Gold and associated minerals, the GOVERNMENT shall own and
be entitled, as hereinafter provided, to a royalty of three percent
(3%) of the total quantity of GOLD and associated minerals
produced. and saved from the Area during the Exploitation period
including its extension. Said royalty shall be unrecoverable and be
delivered or paid to the GOVERNMENT by the Joint Venture
Company on behalf of CONTRACTOR and EMRA. Said royalty
shall be pad in cash or in kind at the election of the
GOVERNMENT.

(b) An initial Exploration period of ONE (1) year shall start from the
Effective Date. ONE (1) successive extension to the initial
Exploration period, of TWO (2) vears, shall be granted to
CONTRACTOR at its option, upon thirty (30) days prior wrilten
notice 10 EMRA, and subject only to its having fulfilled its
obligations hereunder for the initial Exploration period. The final
exploration period may be extended for up to six {6) months upon
Contractor’s request and subject to EMRA’S approval to enable the

completion of any testing or evaluation procedure actually started
before the end of the final Exploration period. Said extension shall
not be more than six (6) months
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(c) This Agreement shall be automatically terminated if no Commercial
GOLD and Associated minerals Discovery is established by the
end of the all Exploration periods, if applicable.

(d) The Exploitation period shali be TWENTY (20) years from the date
of signature of the first Exploitation Lease. This period may be
extended for an additional period called "Extension Period™.

The "Extension Period” shall mean a period not more than TEN
(10) years, which may be elected by CONTRACTOR upon Six (6)
months written request sent by CONTRACTOR to EMRA prnior to
the expiry of Exploitation period supplemented by technical studies
including evaluation of production period, expected levels of
production during extension period, Contractor's obligations and
relevant economic consideration. This extension period is subject to
the approval of the Mmister of Petroleum.

(e) The pre-existing dumps and tailings from past GOLD mining operation
within the Area shall not be treated as deposits of GOLD and associated
minerals. These dumps and tailings owned by Govemment and
shall be left in its place or transported later by EMRA.

(f) Following Commercial Discovery the extent of the whole area capable
of production to be covered by Exploitation lease or leases shall be
mutually agreed upon by EMRA and CONTRACTOR and be
subject to the approval of the Minister of Petroleum. Such area shall
then be converted automatically into an Exploitation lease or leases
without the issuance of any additional legal instrument or
permission. Upon the issuance of an Exploitation lease,Exploitation
operations shall be started promptly by the Joint Venture Company
and be conducted in accordance with good muning practices and
accepted engineering principles, until the mine 1s considered to be
fully exploited.

(2) In the event no commercial production of GOLD in regular shipments
is established from any Exploitation lease within four (4) years
from the date of its issuance, such an Exploitation lease shall
immediately be relinquished, unless otherwise agreed upon by EMRA.
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(hy CONTRACTOR shall bear and pay all costs and expenses required
in carrying out all the operations under this Agreement. The
recovery of the Exploration costs and expenses shall not include
any interest, but the recovery of Exploitation costs and expenses
may include interest on the investment bomowed by
CONTRACTOR from non-affiliated Company (s) provided that the
percentage of loans 1o the total Exploitation investment does not
exceed fifty percent (50%) percent and that the rate of interest does
not exceed LIBOR .

() Without prejudice to Article III - h, it is agreed that all costs and
gxpenses required in carrying out smelting and refining operations
{for gold outside A.RE. shall not be considered as cost recovery
expenditures except the cost and expenses required in Carrying out
refining and smelting operations outside A.R.E. for both royalty
GOLD and cost recovery GOLID.

EMRA shall bear and pay all costs and expenses required In
carrying out smoelting and refining operations outside AR.E for s
share of gold and the CONTRACTOR shall bear and pay all costs
and expenses required in carrying out smelling and refining
operations outside A RE for its share of goid .

(1) 1. Unless otherwise provided, Contractor shall be subject {0 Egyplian
income tax  laws and shall comply with the requirements of such
laws with respect to the filling of returns, the assessment of 1ax,
keeping and showing the books and records for review.

2. Contractor's annual income for Egyptian income tax purposes under
this Agreement shall be an amount calculated as follows:

The total of the sums received by Contractor from the sale or other
disposition  of all gold and associated minerals acquired by
Contractor pursuant te article VII of this agreement.
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Reduced by :
1) The costs and expenses of CONTRACTOR;

it) the value as determined according to article VII (h) of EMRA’s
share of Excess cost recovery of Gold repaid to EMRA in cash
orin kind. #f any,

Phas:

An amount equal to CONTRACTTOR'S Egyptian mcome taxes
grossed up in the manner shown in Annex (E) Articie VL

For purposes of above tax deductions in any tax vear, article VII
() shall apply only in respect of ciassification of cests and
expenses and rates of amortization, without regard {o percentage
hmitation referred to in anticle VI {e).

All costs and expenses of Contractor in conducting the operations
under this agreement which are not controlied by article VIl (d)

as above qualified shal! be deductibie in accordance with the
provisions of the Egyptian Income Tax Law.

3. EMRA shall assume , pay and discharge in the name and on behalf

of Contractor, Contractor's Egyptian income tax out of EMRA’'S
share of the production as provided n articie VII {g). All taxes pad
by EMRA in the name and on behalf of Contractor shall be
considered income to Conlractor.

4. EMRA shall furnish to CONTRACTOR the proper official raceipts

evidencing the payment of CONTRACTOR's Egyplian income tax
for gach Tax Year within ninoty {90) days following the receipt by
EMRA of CONTRACTOR’S tax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tax Authorities
and shall state the amount and other particulars customary for such
TOCCIS,

5. As used herein, Egyptian Income Tax shall be inclusive of all

fncome taxes payable in the ARE. {(including tax on lax) such as
the tax on income from movable capital and the tax on profits from
commerce and industry and inclusive of taxes based on income o
profits including all dividends, withholding with respect w
sharcholders and other taxes imposed by the GOVERNMENT of
AR.E. on the distribution of income or profits by CONTRACTOR.
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6. In calculatimg its A.R.E. mcome taxes, EMRA shall be entitied 10
deduct all royalties paid to the GOVERNMENT by Joint Venture
Company and Contractor's Egyptian income taxes paid by EMRA

on Contractor's behalf.
ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

{a} {?f}ntraciﬁr shali commence Explovation operations hereunder not
later than four (4) months after the Effective Date.,, EMRA shall, if
requested by CONTRACTOR, make avatlable for Contractor's use
all geological, exploration and mining data in EMRA possession
with respect to the Area as EMRA is entitied to so do.

(b} The inttial Exploration period shall he ONE (1) year. CONTRACTOR
may extend this imtial Exploration period for one {1} successive
extension penods of TWO (2) years and and in accordance with
Article 11 (b), upon at least thirty (30) days prior written notice to
EMRA, subject to CONTRACTOR fulfillment of its minimum
Exploration obligations hereunder, for the initial Exploration period.

{c} CONTRACTOR shail spend a minimum of one million , one hundred
eighty six thousands and eighty six 38/1(0 % (1,186,086.38) 1.8.
Boilars on Explosation operations and activities related thereto
during the initial  Exploration peniod (ONE vear). For the first
extension pertod {TWO years) that CONTRACTOR elects 10 extend
hevond the initial Exploration period, CONTRACTOR shall spend a
minimum of two million eight hundred ninety thousands and ninc
hundred twenty one 48/100 § (5 2,890,921.48) 1.5, Dollars.
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{d) Should CONTRACTOR spend more than the minimom amount
required to be expended during the initial Exploration period, or during
any period thergafter, the excess may be subtracted from the minmmum
amount of maoney required to be expended by CONTRACTOR
during the next Exploration period |, as the case may be,

{e) In case CONTRACTOR surrenders its Exploration rights under this
Agreement a5 set forth above before or at the end of the initial
Exploration period, baving ¢xpended less than the total sum of one
million , one hundred eighty six thousands and eighty six 38/100 §
{1,186,086.38) U.S. Dollars on Exploration or in the event at the end
of the initial Exploration period, CONTRACTOR has expended less
than Said sum in the Area, an amount equal to the difference between
the Said one mllion , one hundred eighty six thousands and eighty
six 38/1008% (1,186,086.38) U.S. Dollars and the amount actually spent
on Explorahon that approved by EMRA shall be paid by CONTRACTOR
to EMRA at the time of surrendering or within three (3) months
from the end of mitial Exploration period as the case may be.

Any expenditure deficiency by CONTRACTOR at the end of any
additional Exploration period for the reasons above noted shall
similarly result in a payment by CONTRA{CTOR to EMRA of such
deficiency. Provided this Agreement is still in force as fo
CONTRACTOR, CONTRACTOR shall be entitled to recover any
such payments as. Exploration expenditure in the manner provided
for under Article VI in the event of Commercial Production. In case
no Commercial production is established, EMRA shall not bear any
of the afore Said expenses spent by CONTRACTOR.
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{f) At least four (4) months prior to the beginning of each Financial Year
or at such other times as may mutually be agreed to by EMRA and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget for the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the
ensuing Year. During the Exploration Period, such Work Program
and Budget shall be at least sufficient to satisfy Contractor's

minimum expenditure obligations for the period it covers.

The Exploration Work Program and Budget shall be reviewed by a
joint committee to be established by EMRA and CONTRACTOR
after the Effective Date of this Agreement. This Committee,
hereinafter referred to as the "Exploration Advisory Committee”,
shall consist of six (6) members, three (3) of whom shall be
appointed by EMRA and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be
designated by EMRA from among the members appointed by it.
The Exploration Advisory Committee shall review and give such
advice as it deems appropriate with respect to the proposed Work
Program and Budget. Following review by the Exploration
Advisory Committee, CONTRACTOR shall make such revistons
and submit the Exploration Work Program and Budget toc EMRA for

its approval. Following such approval, it 1s further agreed that:

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

expenditure without the approval of EMRA.
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(ii} In the event of emergencies involving danger of loss of lives or
property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such danger.
Such expenditure shall be considered in all aspects as
Exploration expenditure and shall be recovered pursuant to the
provisions of Articie VI hereof.

{g} CONTRACTOR shaill advance all necessary funds for all materials,
equipment, supplies, personnel, administration and operations
pursuant to the Exploration Work Program and Budget and EMRA
shall not be responsible to bear or repay any of the aforesaid costs.

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

Except as is appropriste for the specialized geophysical, geologic,
engineering and Exploration studies thereon, to be made in
specialized centers outside AR.E.. All geological and geophystcal
studies as well as any other studies related to the performance of this
Agreement, shal! be made inthe ARE.

Contractor shall obtain prior EMRA’S approval for any work made
outside A.R.E.

{i} CONTRACTOR shall enirust the management of Exploration
operations in the ARE. io its technically competent General
Manager and Deputy General Manager, The names of such Manager
and Deputy Genera! Manager shall, apon appointment, be forthwith
notified to the GOVERNMENT and to EMRA. The General
Manager and, in his absence, the Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given 1o them by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful regulations issued or hereafter to be issued
which are applicablc hercunder and not in conflict with this
Agreement shall apply to CONTRACTOR.
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{1} CONTRACTOR shali supply EMRA, within thirty (30) days from the
end of each calendar quarter, with a Statement of Exploration
activity relating to Exploration which has been conducted in any
portion of the area not converted into Exploitation . Lease showing
costs incurred by CONTRACTOR during such quarter. Contractor'’s
records and necessary supporting documents shall be avatlable for
inspection by EMRA at any time during regular working hours for
three {3) months from the date of recei ving each statement.

Within the three (3} months from the date of receiving such
Statement, EMRA shall advise CONTRACTOR in writing if it
considers:

{i} that the record of costs is not correct; or

{ii) that the costs of goods or services supplied are not in line with
the international market prices for goods or services of similar
quality supplied on similar terms prevailing at the time such
goods or services were supplied, provided however, that
purchases made and services performed within the AR.E. shall
be subject to Article XXVI | or

{ii1} that the condition of the materials furnished by CONTRACTOR
does not tally with their prices; or

{1v) that the cos!s incurred are not reasonably required for operations,

CONTRACTOR shall confer with EMRA in connection with the
problem thus presented, and the parties shall attemnpt to reach a
settlement which is mutually satisfactory. If within the time limit of
the three {3) months period provided for in this paragraph, EMRA
has not advised CONTRACTOR of s objection {0 any statement,
stich statement shall be considerad as approved.
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(k} Any reimbursement due to EMRA out of the Cost Recovery Gold
and associated minerals as a result of reaching agreement or of an
-arbitral award shall be prompty made in cash to EMRA, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum from
the date on which the disputed amount (s) would have been paid to
EMRA according to Articie Vil-¢ and Annex "E” of this Agreement
{ i.e. the date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be the
average of the figure or figures published by Financial Time
representing the mid-point of the rates (bid and ask) applicable to
one month U.S. Dollars deposits in the London Interbank
Hurocurrency Market on each fifteenth (15®) day of each month

occurring between the date on which the disputed amount (s) would

have been paid 10 EMRA and the date on which it is settled,

if the LIBOR rate is available on any ffteenth ( 2557} éa}f but is not
published in the Financial Times in respect of such day for any
reason, the LIBOR rate chosen shall be that offered by City bank
N.A. to other ieading banks in the London Interbank Burocurrency

Market for one month U.S. Dollar deposits.

If such fifteenth {15“‘) day is not a day which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the LIBOR
rate 10 be used shall be that quoted on the next following day on

which such rates are quoted.
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(1) CONTRACTOR shall supply all funds necessary for its operations in
A.RE. under this Agreement in freely convertible currency from
abroad. CONTRACTOR shall have the right to freely purchase
Egyptian currency in the amounts necessary for its operations in the
ARE from EMRA or from any bank authorized by the
GOVERNMENT to conduct foreign cumrency exchange. Priority
shall be given by CONTRACTOR to purchase the Egyptian currency
from EMRA.

(m) EMRA is authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR an equivalent amount of U.S
Dollars at the official A.R.E rate of exchange, such amount in U.S.
Dollars shail be deposited in an EMRA account abroad with a
correspondent bank of the National Bank of Egypt, Cairo.

Withdrawals from said account shall be used for financing EMRA and
its affiliated companies foreign currency requirements subject to the
approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

(a) Mandatory Relinquishments :

At the end of the first Year after the Effective Date hereof,
CONTRACTOR shall relinguish to the GOVERNMENT a total of
twenty five percent (25%) of the original Area not then converted

to an Exploitation Lease or Leases.
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Mandatory relinquishments shall be in a single unit (unless
otherwise agreed upon by EMRA and CONTRACTOR ) consists of
whole Exploration Blocks or originally existing parts of Exploration
Blocks not converted to Exploitation Lease or Leases so as to
enable the relinquishment requirements to be precisely fulfilled.

Without prejudice to Articles III and XXII and the first paragraph
of this Article V (a), at the end of the third Year of the Exploration
period, CONTRACTOR shall relinquish to the GOVERNMENT

‘the remainder of the Area not then converted to an Exploitation

L.ease or Leases.

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

It is understood that at the time of any relinquishment, the areas to
be converted into Exploitation lease (s) and which are submitted to
the Minster of Petroleum for approval, according to Article (11I) -f,
shal} subject to such approval, be deemed converted to Exploitation
Lease (8).

(b) VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish atl

~or any part of the Area in whole Exploration Blocks or parts of

Exploration Blocks provided that at the time of such voluntary
relinquishment its Exploration obligations under Article IV (b) have
been satisfied for such period.

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

Following Commercial Discovery, EMRA and Contractor shall
mutually agree upon any area to be relinquished thereafter, except
for the relinquishment provided for above at the end of the total
Exploration period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

Promptly following Commercial Discovery, EMRA and
CONTRACTOR shall form in the A R.E. an Operating Company
pursuant to Article VI (b) and Annex (D) (hereinafter referred to as
" Joint Venture Company") which company shall be named by
mutua! agreement between EMRA and CONTRACTOR provided
that such name shall be subject to the approval of the Minister of
Petroleum. Said company shall be a private sector company. The
Joint Venture Company shali be subject to the laws and regulations
in force in the A.R.E. to the extent that such laws and regulations
are not inconsistent with the provisions of this Agreement or the
Charter of Joint Venture Company.

However, The Joint Venture Company and CONTRACTOR shall,
for the purpose of this Agreement, be exempted from the following
laws and regulations as now or hereafter amended or substituted:

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

Law No. 159 of 198F promulgating the law on joint stock
companies, partnership limited by shares and limited liability
companies.

Law No. 97 of 1983 promulgating the law concerning public sector
organmzations and companies.

Law No. 203 of 1991 promuigating the law on public business
sector companies; and

Provisions of part 2 of chapter 6 concerning orgamzing dealings tn
foreign currencies from Law No. 88 of 2003, in accordance with
central bank of Egypt, banking and foreign currencies exchanging
laws.
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The Charter of The Joint Venture Company is hersto attached as
Annex "D |

Within thirty (30} days after the date of Commercial Discovery, the
Charter shall take effect and Joint Venture Company shall
automatically come into existence without any further procedures.
The Exploration Advisory Conunittee shall be dissolved upon the
final relinquishment of the Arca not converied into a Exploitation
Lease (s},

Ninety (90) days after the date Joint Venture Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and Exploitation
in any portion of the Area converted into Exploitation Lease (s} for
the remainder of the Financial Year in which the Commercial
Discovery is mad;a; and not IEE,EI‘ than four (4) months before the
end of the ¢urrent Financial Year {or such other date as may be
agreed upon by EMRA and CONTRACTOR) and four (4) months
preceding the commencement of each succeeding Financial Year
thereafier {Or such other date as may be agreed upon by EMRA and
CONTRACTOR), Joint Venture

Company shall prepare an annual Production Schedule, Work
Program and Budget for further Iixploration and bExploitation m any
porfion of the Arca converted into Exploitation Lease {8} for the
succeeding Financial Year. The Production Schedule, Work
Program and Budget shall be submitted to the Board of Directors
for approval. The Work Program and Budget for further
Exploration in any portion of the Area not converted into an
Exploitation Lease (s} shall be implemented, reviewed and
approved in accordance with Articie TV {f).
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(d} Not later than the twentieth (2[}“') day of each month, The Joint
Venture Company shall furnish to CONTRACTOR a written
estimate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed in U.S,
Dollars having regard to the approved Budget. Such estimate shall
take into consideration any cash expected to be on hand at month

end.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (¢) below on the
first (1%) day and fifteenth (15') day respectively, or the next

following business day, if such day is not a business day.

(e) The Joint Venture Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for
transferring to a local bank in the AR.E. the required amount to
meet the expenditures in Egyptian Pounds for The Joint Venture

Company in connection with its activities under this Agreement,

Within sixty (60) days after the end of each Financial Year, The
Joint Venture Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by a
recognized firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the

balance outstanding at the end of the Financial Year.
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The parties acknowledpge and agree that the Board of Directors of the
Joint Ventare Company shall have full rights and responsibilities to
decide and determined all ratters relating to activities of Joint
Venture Company hereunder. In accordance with the provision of
the charter of the Joint Venture Company. The parties further
acknowledge and agree that with respect to the snbject matiers
which require action to be taken by the Board of Directors of the
Joint Venture Company , time will be of the essence. Accordingly,
EMRA and the Contractor agree to cause their respective Dirgctors
to act diligently on all such matters which may be referred to them
and to use their best efforts 10 reach prompt decisions.

It shali be the general policy of the Board of Directors of the Joint
Venture Company, supporied by CONTRACTOR and EMRA 1o
mange the affairs of the Joint Venture Company consistent with
good minimg practices and to the best interests of the owners of the
Joint Venture Cornpany.

If and for as long during the penod of production operations, there
exists an £xcess capacity in faciliies which can not dunng the
period of such excess be used by The loint Venture Company,
EMRA and CONTRACTOR will consult together in order for
EMRA to use the excess capacity if it so desires without any
financial or operational disadvantage to the CONTRACTOR or
Joint Venture Company.

ARTICLE VH
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

The Joint Venture Company shall prepare not less than ninety (90)
days prior to the begmning of each quarter of each financial vear
following commencement of commercial production) and furnish in
writing t¢ CONTRACTOR and EMRA a forecast setting out the
total quantity of the gold and associated minerals that Joint Venture
Company estimates can be produced, saved and transported
hereunder, during such calendar half in accordance with good
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(b)

mining practices. The Joint Venture Company shall endeavor to
produce each calendar half the forecast quantity. The Gold and
associated minerals produced shall be placed in storage facilities,
according to the Govemment regulations by the Joint Venture
Company for the purposes of royalty and other purposes under the
agreement.

Royalty

A three percent (3%) royalty as applicable under Article III (a) of
the total production of GOLD and associated minerals or the
equivalent value in cash shall be delivered (or paid) to the
Government (as the Government may elect) by the Joint Venture

Company on behalf of the CONTRACTOR and EMRA. It is
understood that any such royalty is unrecoverable.

(¢) Cost Recovery GOLD ;

(d)

Subject to the auditing provisions under this Agreement
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Exploitation, and
related operation under this Agreement to the extent and out of
seventy percent (70%) of all GOLD and Associated Minerals produced
and saved from all Exploitation Leases within the Area after
deducting the Rovalty hereunder. Such GOLD and Associated
Minerals is hereunder referred to as " Cost Recovery GOLD"

For the purposes of evaluating the Royalty and cost recovery
GOLD and Associated Minerals, the best obtainable price for
GOLD and Asscciated Minerals in the open market shall be used.

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

(1) "Exploration Expenditures” shall mean all costs, expenses for
Exploration and the related portion of indirect expenses and
overheads.
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{11) "Exploitation Expenditure” shall mean all costs and expenses
for EXPLOITATION and the related portion of indirect
expenses and overheads together with interest as stated in
Article III (h) with the exception of Operating Expenditures.

(111) "Operating Expenditures™ shall mean all costs, expenses and
expenditures made after Commercial Production commences
which costs, expenses and expenditures are not normally
depreciable.

However, Operating Expenses and shall not include replacement
of assets or part of an asset, additions, improvements,
renewals or major overhauling that extend the life of the asset.

(e} Exploration Expenditures, Exploitation Expenditures and Operating
Expenses shall be recovered from Cost Recovery GOLD in the
following manner:

(i) "Exploration Expenditure”, including those accumulated prior
to the commencement of mitial Commercial Production,
which for the purpose of this Agreement shall mean the date
on which the first regular shipment or the first deliveries of
GOLD and Associated Minerals are made. shall be
recoverable at the rate of twenty -five percent (25%) per
annum starting in the Tax Year in which expenditures are
made and paid or the Tax Year in which mittal Commercial
Production commence whichever is the later date.

(11) "Exploitation Expenditure”, including those accumulated
prior to the commencement of initial Commercial Production
shall be recoverable at the rate of twenty-five percent (25%)
percent per annum starting in the Tax Year in which
expenditures are made and paid for or the tax year in which
initial Commercial Production commences whichever is the Jater date,

(11i) "Operating Expenses”, incurred and paid after the date of
initial Commercial Production, shall be recoverabie either in
the Tax Year in which expenditures are made and paid for or
the tax year in which 1nitial Commercial Production occurs
whichever 1s the later date.
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(v} To the extent that in a Tax Year, costs, expenses or
expenditure recoverable per paragraphed (i), (i) and (i)
preceding exceed the value of the Cost Recovery GOLD for
such tax year, the excess shall be carried forward for recovery
in the next succeeding Tax Year {83 until fully recovered, but
in no case after the termnation of this Agreement, as to
CONTRACTOR.

{v} The recovery of costs and expenses, based upon the rates referred
to above, shall be allocated to each quarter proportionately
{one fuﬁrth to each quarter). However, any recoverable costs
and expenses not recoverad in one quarter as thus allocated,

shall be caried forward for recovery in the next quarter.

{f1 Except as provided in Article VI {a) and {e), CONTRACTOR shall
each quarter be entitled 1o take and own all Cost Recovery Gold,
which shall be taken and disposed of in the manner determined
pursuani to article VI {e). To the exient that the value of ali Cost
Recovery Gold { as determined in Articie Vil (e) ] exceeds the
actual recoverable costs and expenditures, including any carry
forward under Article VI {e}, to be recovered in that quarter, then
such Excess in Cost Recovery Gold be shall called "EXCESS
GOLD" and shall be divided between EMRA and The Contractor as
determined in Article VII (h). CONTRACTOR shal) pay to EMRA
its share of "EXCESS GOLD" either (i) in cash in the manner set
forth in Article IV of the Accounting Procedure contained in Annex
"E" or (11) in kind in accordance with Anticle VI {a).
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(g) Production Sharing :

After the deduction of Royalty the remaining percentage of total
production of Gold and Associated Mincrals shall be divided as
seventy percent (70%) for Cost Recovery and thirty percent (30%) for
Production Sharing. This production sharing percentage shall be
divided between EMRA and The CONTRACTOR as the following:
EMRA’s share = fifty percent (50%)

Contractor’s share = fifty percent (50%)

(h) Excess Gold

EXCESS GOLD shall be divided between EMRA and the
CONTRACTOR as the following:

EMRA’s share = sixty percent (60%)
Contractor’s share = forty percent (40%)

(1) Itis expressly agreed that CONTRACTOR'S cost recovery GOLD

(a)

under Article VII {c) and (¢) and also share of GOLD under Atrticle
VH (g) shall be transferable out of the A.R.E such transfers being
accomplished in accordance with the procedures in force in A.R.E.
Notwithstanding the foregoing, the GOVERNMENT shall be
entitled to buy such quantities of GOLD produced from the Areas
hereunder. It is understood and agreed upon, that the payment for
the amount purchased from CONTRACTOR shall be made in U.S.
Dollars or any other freely convertible currency.

ARTICLE VIII
TITLE TO ASSETS

EMRA shall become the owner of all CONTRACTOR acquired and

owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or Joint Venture Company in accordance with the

following:

(1) Land shall become the property of EMRA as soon as it is
purchased.
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(2) Title to fixed and " movable assets shall be transferred
automatically and gradually from CONTRACTOR to EMRA as
they become subject to recovery in accordance with the

provisions of Article VII; however the full titlg to.fixed and

movable assets shall be transférwd “automatically from
CONTRACTOR to EMRA when its total costs has been
recovered by CONTRACT OR in accordance with the provisions
of Article VII or at the time of termination of this Agreement
with respect to all-assets chargeable to the Operations whether
recovered or not, whichever first occurs.

The book value of the assets created during each ‘calendar
quarter shall be-communicated by CONTRACTOR to EMRA or
by Joint Venture Company to EMRA and CONTRACTOR
within thirty (30) days of the end of edch quarter.

" (3) All samples and technical data shall be transferred to EMRA as
 representative of the GOVERNMENT, upon EMRA'S request
or at the termination of the Agreement.

. (b) During the term of this Agreement and the renewal period EMRA,
CONTRACTOR and Joint Venture Company are entitled to the full

“use and enjoyment of al! fixed and movable assets referred to above
in connection with operations hercunder or under any other
Concession Agreement entered into by the parties. Proper
accounting adjustment shall be made. CONTRACTOR and EMRA
shall not dispose of the same except with agreement of the other.

(c) CONTRACTOR and Joint Venture Company may freely import into
the A.R.E., use therein and freely export. at the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, including but not limited
to the lease of compuier hardware and software.

(d) CONTARTOR AND SUB-CONTATOR shall freely export at the
end of such use machinery and equipment, free of tax and other
duties.
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ARTICLE IX

OFFICE AND SERVICE-OF NOTICES
CONTRACTOR shall maintain an office in A R.E. at which fotices shali
be validly served. The (eneral Manager and Deputy General Manager
shall be entrusted by CONTRACTOR with sufficient power to carry out
smmediately all local wn ch'dimcﬁbna given to them by the Government
or its representatives under the terms of this Agreement. AR lawful
regulations issued or hereafter to be ssued which are sapplicable
her¢under and not in conflict with this Agreement shall apply to the
duties and activities of the General Manager and Deputy General
Manager.

All matters and notices shall be deemed to be validly served which are
detivered to the office of the General Manager or which are sent to him

by registered mail to Contractor's office in the A.R.E.

All matters and notices shall be d@émﬂd to be validly served which are
delivered to the office of the Chatrman of EMRA or which are sent to
him by registered mail at EMRA's main office in Camro.

ARTICLE X
BONUSES
(a) SIGNATURE BONUS:

CONTRACTOR shall pay to EMRA as 2 signature bonus the
sum of fifty thousands _{SQ,{JDU) 11.S. Dollars. on the Effective
Date, with five copies of the agreement.

The above mﬂaﬁﬂnﬁd.hﬂnm shall in no event be recovered
by CONTRACTOR.
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ARTICLE XI
CUSTOMS EXEMPTIONS

(@) EMRA, CONTRACTOR, and the Joint Venture Gompany shall be
pcnmtte;l to import and shall be exempted from customs duties,
sales tax or any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or he.reafter amended or substltuted) of any nature
and from the 1mp0ttahnn rules with respect to the 1mp0rtat1un of
machinery, equipment, appliances, ‘materials, itéms, means of
transport ‘and transportation {the exemption from taxes and dutics
for cars shall only apply to cars to be used in operations), electric
- appliaﬁée:v,, ai_r conditioners for offices, field housing and facilities,

| 'elact:r_onic. appliances, computer hardware and software, as well as
‘spare parts required for any of the imported items, all subject to a
duly approved certificate issued by the responsible representative
nominated by EMRA for such purpose, which states that the
imported items are required for conducting the operations pursuant
to this Agreement. Such certificate shall be final and binding and
shall automatically result in the importation and the exemption
without any further approval, delay or procedure.

(b) Machinery, eqmpme:nt appllanccs and means of transport and
transportation imported by EMRA CONTRACTOR and Joint
Venture “Company's contractors and sub-contractors temporarily
engaged in any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release System” without “payment of customs duties, sales tax or
any taxes, levies or fees. (including fees imposed by Ministenal
Decision No. 254 of 1993 issued by the Minister of Finance, as now
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or hereafter amended or substitutéd) of any onalure upon
presentation of a duly approved certificate issued “Ey:a;"n EMRA
responsible representative nominated by EMRA for such purpose
which states, that the imported items are required for conducting the
operations pursuant to this Agreement. Htems (excluding cars not
to be_used in.operations) st out in Article XI (a) lmponed by
EMRA’, LCONTRACTOR's and  Joind Vcnture Cnmpanys
{:ﬂntractafs and sub-contractors for the ﬁﬂmsaié operations, m
order tn bc installed or used permanently or consumed shall meet
- the c{mditmns for exemption set forth in Article XI (a) after being
duly certified by an EMRA responsible representative 1o be used for
cﬁﬁﬁﬁcting operations pursuant to this Agreement. '

(c) The expatriate employees of CONTRACTOR, Joint Venture
Company and their contractors and sub-contractors shall not be
entitied fo any exemptions from customs duties and other ancillary
taxes and charges except within the limits of the provisions of the
laws and regulabons applicable in the A.R.E. However, personal
household géﬂds and furniture {including one (1} éar} for each
expatriate employee of C()N’I’R!AC‘TOR and/or Joint Venture
Company shall ‘be cleared under the “Temporary Release System”
{without payment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authorities
by CDNTRACTOR or Operating Cnmpany approved by an EMRA
responsible rﬁpresentauvc thElI the 1mpﬂnaci items are 1mpﬂned for
the sole use of the expatriate Empiﬂ}‘ﬁﬂ and hiﬁ family, and that such
imported iterns shall be re- exported outside the ARE. upon the

fﬂpﬁt'ﬁ ation of the concerned expatriate employee.
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(d)

{e)

ltems imported into the A.R.E. whether exempt or not exempt from
customs duties @nd other ancillary taxes and charges hereunder,
may be exported by the importing party at any time after obtaining
EMRA' approval, which approval shall not be .unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such items have been already exempt, being
applicable. Such items may be sold within the AR.E. after
ﬂhtﬁining the approval. of EMRA which approval shali not be
unreasnnabiy withheld. In this event, the purchaser of such items
shall pay all apphcable customs duties and other ancillary taxes and
charges according to the condition and value of such items and the
tariff applicable.on the date of sale, unless such items hiave already
been sold to an Affiliated Company of CONTRACTOR, if any, or
EMRA, having the same exemption, or unless title to such items
{excluding cars not used in operations} has passed fo EMRA. In the
event of any such sale under this paragraph (d), the proceeds from
such salé shall be divided in the following manner :.

CONTRACTOR shall be entitled ¢ reimbumement of iis
unrecovered cost, if any, w such Hems and the excess, if any, shall
be paid to EMRA.

The exemption provided for in Asticle X1 (a) shall not apply to any
imported iterns when items of the same or subszanﬁaﬁy the same
kind and quality'art manufactured locally meetiig CONTRACTOR's
and/or Joint Venture Company's épeciﬁ::atiuns for E;[uali’fy and
safety and ate available for timely purchase and delivery in the
A.RE. at a price not higher than ten percent (10%) more than the
cost of the imported. item, before customs duties but after freight
and insurance costs if any have been added.
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() CONTRACTOR, EMRA and their respective buyers shall have the
- right to freely export the GOLD and Associated minerals produced
from the Area pursuant to this Agreement; no license shall be
required, ‘and such GOLD shall be exempted from any customs
duties, any taxes, levies or any other imposts in respect of the
export of GOLD and Associated minerals hemunder

. ARTICLE XII
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) EMRA, CONTRACTOR and Joint Venture Company shall each
maintain at their business offices in the A.R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used in the mining
industry, and such other books and records as may be necessary to
show the work performed vnder this Agreement, including the
amount and value of all. GOLD and Associated minerals produced
and saved hereunder. CONTRACTOR and Joint Venture Company
shall keep their books of account and accounting records in United
States Dollars, | -

The Joint Venture Cumpany shall furnish to the GOVERNMENT

_or its representatives monthly - returns showing the amount- of
GOLD and Associated minerals produced and saved hereunder.
Such returns shall be prepared in the form required by the
GOVERNMENT, or its representative and shall be signed by the
General Manager or by the Deputy General Manager or a duly
designated deputy ‘and delivered to the GOVERNMENT or its
representative within thirty (30) days after the end of the month
covered in the return,

(b) The aforesaid books of account and other books and records refecred
to above shall be_avml_able- at all reasonable times for inspection by
duly authorized representatives of the GOVERNMENT.
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CONTRACTOR shall submit 10 EMRA g Profit and Loss Statement
of s Tax Year not lwtor than {our {4) months after the
conynencement of the following Tax Your (¢ show s aot proft or
18y Trom the mining operations under this Agreement tor such Tax
Year,

CONTRACTOR shall at the same tme submi o yearend Balance
Sheet for the same Tax Year 10 EMRA, The Balance Sheet and
financial statements shall be certiticd by an Bgyptian certified
accounting firm accepted by EMRA,

ARTHCLE XHI
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Joint Venture Company shall prepare and,
at all umes while this Agreement 1s in force, maintiin accurate and
current records of Hs operations in the Area. CONTRACTOR
andfor Joint Venture Company shall furnish the GOVERNMENT
or iy represcptaiive, i conformity with gpplicable vegulaiions or a3
the GOVERNMIENT or its representauve may reasonably require
information and dola concoming 1is operabons  under s
Agreement. Joint Vepture Company will perform the funclions
indicated in this Avticle X1 in sccordunce with its role as specifed
m Asticle V1 of Annex D

(by CONTRACTOR andior Joint Ventwe Company shall save and keep

{C)

3 represeniative portion of cach sampie of cores apd cuttings taken
from  drifling, 1o be disposed of. or forwoarded o the
GOVERNMENT or 18 representative m the munney drrecied by the
GOVERNMENT. All samiples sequired by CONTEACTOR andfor
foimt Yenture Company Tor theis own purposes shadl boe considered
avatigble  for nspection &t any  rcasonabic  tme by the
GOVERNMENT or its representiatives,

Unless otherwise agreed to by EMRA, in ¢ase of exporting any rock
samples outside AR, samples cquivalent in size and guality
shall, bhefore such oxportabion, be dobvered 10 EMRA as
represeniaiive of the GOVERNMENT,
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(d)

(e)

)

(g)

Originals of records can only be exported with the permission of
EMRA; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A.R.E. may be
exported if a monitor or a comparable record, if available, is
maintained in the A.R.E. and provided that such exports shall be
repatriated to AR.E. promptly following - such processing or
analysis on the understanding that they belong to EMRA.

In the period during which the CONTRACTOR 1s conducting the
Explnratiﬁn operations, EMRA' duly authorized representatives or
employees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EMRA' representative, in exercising its rights
under the prcccdjng sentence of -this paragraph’ (¢), shall not
interfere with CONTRACTOR's operations. .

- CONTRACTOR shall provide EMRA with copies nf any and all

data (including, but not limited to, geological and geophysical
reports, logs and well surveys) information and interpretation of
such data, and other information in CONTRACTOR's possession.
CONTRACTOR should furnish EMRA with monthly, quarterly and
annual technical reports or as per EMRA request.

All these data shall be confidential and shall not be divuiged by
EMRA without the -‘written consent of CONTRACTOR while this
Agreement is in force during Exploration periods. For the purpose
of obtaining new offers, EMRA may show any other party
genphyslcal and geological data- (such data to be not less thag one
(1) year old unless CONTRACTOR agrees to a shorter period,
which agreement shall not be unrcasnnahly withheld, however,
EMRA may at any time show another party such data directly
obtained over or acquired from:those parts-of the Area which
"CONTRACTOR" has rclmqulshed as long as such data is not less
than one (1) year old.
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ARTICLE XIV

RESPONSIBILITY FOR DAMAGES

CONTRACTGR" shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR'S Exploration
operations and shallt indermnify - the GOVERNMENT and/or. EMRA
agaipst all damages for which they may be held liable on account of any
such operations. |
ARTICLE XV
SAVING OF GOLD AND PREVENTION OF LOSS

CONTRACTOR "and Joint Venture Company. shall take all. proper
measures, according to generally accepted methods i use in the mining
industry to prevent loss or waste of GOLD above or under the ground in
any form during Exploitation operations. EMRA has the right 0 prevent
any operation i any mine that it might reasonably expect would result in
loss or damage to the mine. | | |
o ARTICLE XVI

RESTORATION, REHABILITATION AND POLLUTION

CONTRACTOR shall be responsible for reasonable restoration and
rehabilitation of the surface of the Exploration Areas, Exploitation Argas
and any area outside the Exploitation Areas used by CONTRACTOR or
by the Joint Venture Company, as the case may be and shall be
responsible for the safe of substances and protection of open pits and
wells. CONTRACTOR and Joint Venture Company, as the case may be,
shail also take all’teasonible medsure to contro} and fminimize the effects
of harmful pollutions -and contamination to the extent. practically
possible.

* All surface and groundwater resources, if anv should be handled in way
o avoid any kind of harmful pollution.

* Such restoration and control shall be accomplished in a manper consisient
with good infernational practice in the mining industy, gwmg tit:e
regard to the health aid ¢ safety of the public. *
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ARTICLE XVII
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duty authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the opiretibns
conducted thereon. Such representatives may examine the books,
registers and records of EMRA, CONTRACTOR and Joint Venture
Company and'make g reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasomable use of the machinery and instruments of
CONTRACTOR or Joint Ventuire Company on the condition that no
danger or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Jomt
Venture Cﬁmpany so that none of the activities shall endanger or hinder
the safety or efficiency of the operations. CONTRACTOR or Joint
Venture Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the field for the purpose of
facilitating the objectives of this Article. Without prejudice to Article
X {e) any and all information obtained by the GOVERNMENT or its
representatives under this Article XVII shall be kept confidential with
respect 1o the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF -
ABAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EMRA and CONTRACTOR that operations
hereunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Joint - Venture
Company and the personnel of its contractors for the conduet of
the operations hereynder, shall be granted a residence as
provided for in Law No, 89 of 1960 as amended and Ministerial
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Order No. 280 of ‘1981 as amended, and CONTRACTOR

agrees that all immigration, passport, visa and employment

regulations of the ARE, shall be applicable 10 all alien
. employees of CONTRACTOR working in the ARE,

(2) A minimum of twenty-five percent (25%) of the combined
salaries amﬁ wages of each of the expatriate administrative,
professional and  technical  personnel  employed. by

- CONTRACTOR or Joint Venture Company shall be paid
monthly in Egyptian Currency.

(b} CONTRACTOR and Joint Venture Company shall each select its

{¢)

(&)

gmployees and determine the number thereof, to be used for
operations hereunder,

CONTRACTOR shall after mnstz}tatmn with EMRA, pmpm and
carry out specialized trammg programs for all it's ARE. employces
engaged in operations hefeunder with Tespect to applicable aspects
of the mining industty. CONTRACTOR and Joint Venture
Company undertake to replace gradually their non-executive
expatriate staff by qualified natinﬁals as they are ava;ilable,l_ |
Training during Exploration periods : .

in each financiﬁ‘i year of exploration periodfs, an -"amm;_nt i US
Dollars that equaf to one and half percent {1%) of the Annual
Expiﬂrﬂﬂ{}ﬂ Ex;}e:ndztures shail be allocated by the Contractor as an
Exploration Training Budget for EMRA’S personnel.

This exploration training cost ~is“ gonsidered as - Recoverabie
Exploration Cost |
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(¢) Training during Exploitation periods :

In each financial year of exploitation period, an amount in 1JS
Dollars that equal to a half percent (0.5%) of the Annust
Explontation cost and Expenditures shall be allocated by Joint

~ Venture Company as an Exploitation Training Budget for
EMRA’N personnel |

This exploitation training cost is considered as Recoverable
Exploitation Expenditures ,

(f) Training programs shall be arranged and organized by the Contructor
or Joint Venture Company at EMRA’S request, In the event that the
total cost of such programs is less than the aliocated training
budget, the difference shall be paid in cash by Contractor/ Joint
Venture Company to EMRA. However, and subject to EMRA's
request, EMRA shail have the nght to take the whole or part of
altocated amount for training , in cash.

ARTICLE XIX
LAWS AND REGULATIONS

(a) CONTRACTOR and Joint Venture Company shall be subject to Law
No. 86 of 1956 and the regulations issued for the implementation
thereof, including the regulations for the safe and efficient
performance of operations camied out for the execution of this
Agreement and for the conservation of the GOLD resources of the
ARE provided that no regulations, or modification or
interpretation thereof, shall be contrary to or inconsistent with the
provisions of this Agreement.

{b} CONTRACTOR and Joint Venture Company shall be subject 1o the
provisions of the Law No. 4 of 1894 conceming the environment
and its executive regulation as may be amended, as well as any laws
or regulations may be issued, concerning the prﬁtcctinn of the
environment,
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(c)

(d)

Exeept as provided in Article III for Income Taxes, EMRA,
CONTRACTOR and Joint Venture Company shall be exempted
from all taxes and dutics, whether. imposed by the GOVERNMENT
or municipalities including among others, Sales Tax, Value Added
Tax and Taxes on the Extracting, Producing, Exporting or
Transporting of GOLD and Associated Minerals as well as any and
all withholding taxes that might.otherwise be imposed on dividends,
interest, technical service fees, patent and trademark royalties and
similar items. or distributions of any income to the shareholders of
CONTRACT OR, and from any tax on capital including any tax on
real estate. |

The rights and obligations of EMRA and CONTRACTOR under,
and for the effective term of this Agreement shall be gnv&mﬂd by
and in accordance with the provisions of this Agreement and can
only be altered or amended by the written mutual agreement of the
Said contracting parties and according to the same procedures by
which the original agreement has been issued.

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

Venture Company shail be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which are
duly issued by the GOVERNMENT apply from time to time and
are not in accord with the prﬁﬁisinns' of this Agreement, such
regulations shall not apply to “CONTRACTOR, Joint Venture
Company and their respective contractors and sub-coatractors, as

the case may be.

() EMRA, CONTRACTOR, Joint Venture Company and therir

respective contractors and sub-contractors shall for the purposes of
this Agreement be exempted from all professional stamp duties,
imposts and levies imposed by syndical laws with respect to their
documents and activities hereunder.
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(g)

All the exemptions from the application of the A.R.E. laws or
regulations granted to EMRA, CONTRACTOR, Joint Venture
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently in

effect or hereafier amended or substituted.

ARTICLE XX
ASSIGNMENT

{a) Neither EMRA nor CONTRACTOR may assign to a person, firm or

(b)

(c)

corporation, in whole or in part, any of its rights, privileges, duties
or obligations under this Agreemént either directly or indirectly
without the written consent of the Government and in all cases of
priority shall be given to EMRA if it so desire to obtain the interest
intended to be assigned subject to paragraph (e) of this Article.

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

(1) The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such request is
made.

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

(3) The assignor (s) must submit to EMRA reasonable documents
and evidence of the assignee’s financial and technical
competence.

Any assignment, sale, transfer or other such conveyance made
pursuant to the - provisions of this Article ((XX) shail be free of
any transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax Value
Added Tax, Stamp Duty, or other Taxes or similar payments.
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(d)

(€)

As long as the assignui' shall hold any interest under this
Agreement, the assignor together with the assignee shall be jointly
and severally liable for all duties and obligations of
CONTRACTOR under this Agreement.

Once the assignor and a proposed third party asﬁignee, have
agreed the final conditions of an assignment, the assignor shall
disclose such final conditions in a  written notification to
EMRA.  EMRA shall have the ﬁght to acquire the interest
intended to be assigned, if,” within sixty (60) days from assignor's
written notification, EMRA delivers to the assignor a written
notification that it accepts the same conditions agreed to with
the third party assignee. If EMRA does not deliver such notification
within such sixty (60) days period, the assignor shall have the
right to assign to the proposed third party assignee, subject to the
GOVERNMENT approval under Paragraph (a) of this Article (XX).

(f) ASSIGNMENT BONUS: shall be 10 % of the total amount of

(2)

transaction and paid by CONTRATOR to EMRA upon
Government's approval on CONTRACTOR'S request to assign to
other entity.

ARTICLE XXI]
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this ﬂgre:ement-
by Order or Presidential Decree, with respect to CONTRACTOR,
in the following instances: '

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

2} If it assigns any interest hereunder contrary to. the provisions of
Article XX; |
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(b)

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

4) If it does not comply with any final decision reached as the result
of court proceedings conducted under Article XXIV .

5) If it intentionally extracts any mineral other than GOLD and
“associated minerals not authorized by this Agreement or without
the authority of the GOVERNMENT, except such extractions as
may be unavoidable as the result of the operations conducted
“hereunder in accordance with accepted GOLD industry practice
and which shall be notified to the GOVERNMENT or its
representative as soon as possible.

6) If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
Agreement.

Such cancellation shall take place without prejudice to any
nghts which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation,

CONTRACTOR, shall have the night to remove from the Area
all its personal property.

If the GOVERNMENT deems that one of the afore Said causes
(other than a force majeure cause referred to in Article XXTI) exists
to cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90} days written notice personally served on CONTRACTOR'S
General Manager in the legally official manner and receipt of which
is acknowledged by him or by his legal agents, to remedy and
remove such cause; but if for any reason such service is impossible

due to unnotified change of address, publication in the Official
Journal of the GOVERNMENT of such notice shall be considered

~as valid service upon CONTRACTOR. If at the end of the Said
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(a)

ninety (90) day notice penod such cause has not been reme:dlcd and
removed, this Agreement may be canceled fnrthwnh by Order or
Presidential Decree as afore Said; provided however, that if such
cause, or the failure to remedy or remove such cause, resuits from
any act-or omission of one party, cancellation of this Agreement
shall be effective only agamnst that party and not as against any
other party hereto,

~ ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EMRA and
CONTRACTOR, or either of them of any obligation under this

Agreement shall be excused if, and to the extent that, such

non-performance or delay is caused by force majeure. The penﬂd of

any-such noniperformance or delay, topether with such penud as

may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for
the performance of such obligation and for the performance of any
obligation dependent fhéremn and cosequently to the term of this

Agreement, but only with respect to the block or blocks affected.

(b) "Force Majeure” within the meaning of this Article XXII, shall be

any act of God, insurrection, niot, war, and other labor disturbance,
fires, ﬂﬂﬂ.dﬂ- or any cause not due to the fault or negligence of
EMRA and CONTRAC;T OR or either of them, whether or not
similar to the foregoing, provided fhat any such cause is beyond the
reasonable control of EMRA and CONTRACTOR, or cither of ther.
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(c) Withﬁut prejudice .tn the above and except as .may be otherwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EMRA and CONTRACTOR,. ar either of them for
any damages, restrictions or loss aﬁsing in consequence of such
case of force majeure.

(dy If the fnrée. majeure event occurs during the initial Exploration
period or extension thereof and continues in effect for a period of
six (6) months CONTRACTOR shall have the option upon ninety
(90)' day prior written notice to EMRA to terminate its obligations
hereunder without further liability of any kind. |

ARTICLE XXIII
RIGHT OF REQUISITION

(a) ‘In case of national cmcrgency. due to war or imminent expectation
of war or internal causes, the GOVERNMENT may requisition all
or part of the production from the Area obtained hereunder and
require. The Joint Venture Company to increase such production to
the utmost possible maximum. The GOVERNMENT may also
requisition the GOLD Mine (s) itself and, if necessary, related

facilities.

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

views with respect to such requisition.

(c) The requisition of production shall be effected by Ministerial Order.
Any requisttion of the GOLD mine (s), or any related facilities shall
be effected by a Presidential Decree duly notified to EMRA and
CONTRACTOR.
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(d) In the event of any requisition as provided above, the

{a)

GOVERNMENT shall indemnify in full EMRA and

CONTRACTOR for the period during which the requisition is

maintained, including:

1- Al damages which result from such requisition; and

2- Full repayment each month for all GOLD and associated
| minn:;rals- taken by the GOVERNMENT less the royalty share

of such production. | |

However, any damage resulting from enemy attack is not within the

meaning of this paragraph (d). Payment hereunder shall be made to

CONTRACTOR in U.S. Dollars remittable abroad. The price paid

to CONTRACTOR for taken GOLD and associated minerals shall
be calculated in accordance with Article VII (C).

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties hereto shall be referred to the
jurisdiction of the appropriate A.R.E. Courts and shall be finally
settled by such Courts. |

(b) Any dispﬁte, controversy or claim arising out of or relating to this

Agreement, or breach, termination or invalidity thereof between
EMRA and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration (the Center) in effect on
the date of this Agreement. The award of the arbitrators shall be
final and binding on the parties.

(c) The number of arbitrators shall be three (3).
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(d) Each party shall appoint one arbitrator. If, within thirty (30) days

(e)

()

after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the
Center to appoint the second arbitrator.

The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of
the Permanent Court of Arbitration at the Hague to designate the
appointing authority. Such appointing authonty shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shali be a person of a nationality other
than the A.R.E. or the country of the CONTRACTOR and of a
country which has diplomatic relations with both A.R.E. and the
country of the CONTRACTOR and who shall have no economic

interest in the mining business of the signatories hereto.

Unless otherwise agreed B}r the parties to the arbitration, the
arbitration, including the making of the award, shall take place in
Cairo, A.R.E.

(2) The decision of a majority of the arbitrators shall be final and binding

upon the Parties and the arbitral award rendered shall be final and

“conclysive. Judgment on the arbitral award rendered may be entered

in any court having Jurisdiction or application may be made in such
court for a judicial acceptance of the award and for enforcement, as

the case may be.
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{h) Egyptian Law shall apply to the disputé except that in the event of

(1)

any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducted in English and
Arabic language. | |
EMRA and CONTRACTOR agree that if, for whatever reason,
arbitration in accordance with the above procedure cannot take
place, of is likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR'S nght to
fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, termination or invalidity
thereof shaill be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The rights, duties, nbligaﬁﬂné and liabilities in respect of EMRA and

CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed . as constituting an association or -corporation or
partnership.

(b) Each CONTRACTOR Member shall be subject to the laws of the

(c)

place where it is incorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.

Each CONTRACTOR Member's shares of capital which are
entirely held abroad shall not be negotiable in the A.R.E. and shall

not be offered for public subscription in the A.R.E. nor shall be
subject to the stamp tax on capital shares nor any tax or duty in the

"ARE. CONTRACTOR shall be exempted from the application of
- Law No. 159 of 1981 as amended.

In the event the CONTRACTOR consists of more than one
CONTRACTOR MEMBER, all CONTRACTOR MEMBERS

shall be jointly and severally llable; for the performance of the
obligations of CONTRACTOR under this Agreement.
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ARTICLE XXVi
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Joint Venture Company, as the case may be, and
their contractors shall;

(a) Give 'prinrity' to- local comtractors and -sub-contractors, including
EMRA’ Affiliated Companies as long as their performance is
comparable with international performance and the prices of their
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

() Give preference to locally manufactured material, equipment,

" machinery and consumables so long as their quality and time of

delivery are comparable to internationally available matenal,
equipment, machinery and consumables. |

-However, such material, equipment, machinery and consumables
may be imported for operations conducted hereunder if the local
price of such items at CONTRACTOR'S or Joint Venture
Cnmpany s operating base in A.R.E. is more than ten percent (10%)

hlgher than the price of such imported items before customs duties,
but after transportation and insurance costs have been added.

ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agr;aemem shall, before the courts of A.R.E.
be referred to in construing or interpreting this Agreement; provided
however, that in any arbitration pursuant to Article XXIV herein above
between EMRA and CONTRACTOR the English and Arabic versions
shall both be referred to as having equal force in construing or
interpreting the Agreement.
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ARTICLE XXVHI
GENERAL

The headings or titles to each of the Articles to this Agreement are solely
for the convenience of the parties hereto and shall not be used with
respect to the interpretation of Said Articles.

ARTICLE XXIX

APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law 1s issued by the competent authonties of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental _;nactiﬁeqt, and the Agreement is signed by
the GOVERNMENT, EMRA, and CONTRACTOR.

KLONDIKE STAR

THE EGYPTIAN MINERAL RESOURCES AUTHORITY

2} U

ARAB REPUBLIC OF EGYPT

1) G —
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
- AND
" KLONDIKE STAR CANADA Inc. -
IN
OWEINAT AREA
Western Desert
ARE.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "BY is a prowsional illustrative map showing the Area covered
and affected by this Agreement.

- The Concession Area measures approximately One Thousand and Two
Hundred Forty Five square kilometers {1245 km?). Tt is composed of

" all or part of Exploration Biocks, the whole Blocks are defined on a
three (3) minutes latitude by three (3) minutes longitude gricl.

- Coordinates of the comer points of the Area are given in the following
table which forms an integral part of Annex "A™:

m Latitude /North | Longitude / East

22° 20" 00" 26° 00" 00"

227 200 0 26" 200 o

227 00 00" 26" 20° 00"

25 o o0
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ANNEX "B"
Iustrative Map 'ﬁhnwing the covered area
Of
CONCESSION AGREEMENT
FOR
- GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
~ BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND =
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
KLONDIKE STAR CANADA INC-
. N
OWEINAT AREA,
WESTERN DESERT,
ARE,

Annex "B" is a provisional illustrative map at an approximate scale of

(1:500,000 ) showing the Area covered and affected by this Agreement.

- It is to be noted that the delineation lines of the Area in Annex "B" are
intended fo be only illustrative and provisional and may not show
accurately therr true position in relation to existing monuments and
geographical features. :
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- ANNEX "C"
LETTER OF GUARANTY

LETTER OF GUARANTY NO. CAIRO 2007

THE BEGYPTIAN MINERAL RESQURCES AUTHORITY

Gentlemen,
The Undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the Egyptian Mineral Resources Authority  hereinafter
referred to a3 EMRA " ) to the limit-of one million , one hundred

“eighty six thousands and cighty six 38/100 § (1,i86,086.38) US.

Dollars in U.S. Dollars, the performance by Klondike Star Canada
Inc. hereinafter referred to as (Klondike) of ity obligations required for
Exploration operations to spend a mimimum of onc million, one
hundred eighty six thousands and eighty six 38/100 3 (1,186,086.38)
Doltars in U.S. Dollars during the first year of the Exploration period
under Article 1V of that certain Concession Agreement (hereinafter
referred to as the "Agreement”) covering that Area described in
Annexes "A" and "B" of Said Agreement, by and between the Arab
Republic of Egypt (hereinafter referred to as "ARE"}, EMRA and
Kiondike Star Canada Inc , dated --—- .

It is understoodd that this Guaranty and the liability of the Guarantor
hereunder shall be reduced guarterly, during the period of ¢xpenditure
of Said ofie million, one hundred eighty six thousands and eighty six
38/100$ (1.186,086.38) U.S. Dollars in U.S. Dollars . Doilars by the
amount of munﬂy expended by Klondike for such Exploration
operations during each such quarter. Each such reduction shall be
established by the joint written statement of Klondike and EMRA,

T the event of a ¢laim by EMRA of non-performance or surrender of
the Agreement on the part of CONTRACTOR prior to fulfiliment of
Said minimum expenditure obligations under Article IV of the
Agreement, there shall be no liability or the undersigned Guarantor
for payment to EMRA unless and until such liability has been
established by written statement of EMRA setting forth the amount
due under the Agreement.
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It is a further condition of this Letter of Guaranty that:

1, This Letter of Guaranty will becoie avaijable only provided that the
Guarantor will have been informed in writing by Xlondike Star and
EMRA that the Agreement between........, A.R.E. and EMRA has
become effective according to its terms, and Said Guaranty shall
become effective on the Effective Date of Said Agreement.

2. This Letter of Guaranty shall in any event-automatically expire {in a
date whichever comes earlier):

(a) Eighteen ( 18 ) months after the date it becomes effective, or

{b) Or at such time as the total of the amounts shiwn on quarterly
joint statements of EMRA and Klondike Star equals or exceeds
the amount of Said minimum expenditure obligation,

3. Conscquently, any claim, in respegt thereof should be made (o the
Guarantor prior o egither of Said expiration dates at the latest
accompanied by EMRA'S written statement, setting forth the amount
of under-expenditure deficiency by Klondike Star to the effect that:

- Klondike Star has failgd 10 perform its expenditure obligations
referred to m this Guaranty, and

- Klondike Star has failed 10 pay the expenditure deficiency 0 EMRA.
Please retum to us this Letter of Guaranty in the event it does. not

PR

become effective, or upon the expiry date.

Yours Faithfully,

Aﬂﬁﬂ?ﬂﬂtﬂﬂt: - e YR e e e s ot il e e e e
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ANNEX "D"
CHARTER OF JOINT VENTURE COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter.

The Cumpany shall be subject to all laws and regulations in force in the
A.R.E. to the extent that such laws and regulations are not inconsistent
with the provisions of this Charter and the Agreement referred to below.

ARTICLEIl
The name of the Joint Venture Company shall be mutually agreed upon
between EMRA and CONTRACTOR on the date of the Commercial
Discovery and shall be subject.to the approval of the Minister of
Petroleum. | |
ARTICLETIT

‘The Head Office of Joint Venture Company shall be in the AR.E. in
Cairo.

ARTICLE IV

The object of Joint Venture Cnmpﬁny is to act as the agency thmﬁgh
which EMRA and CONTRACTOR, carry out and conduct the,
Exploitation and further Exploration operations required in accordance
with the provisions of the Agréemcnt signed on the ---—--- day of
reemieew 200_ by and between the ARAB REPUBLIC OF EGYPT,
THE EGYPTIAN MINERAL RESOURCES AUTHORITY and
CONTRACTOR covering Exploitation operations in OWEINAT AREA,
WESTERN Desert A.R.E. described therein.
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The Joint Venture Company shall be the sgency 1o carry out and conduct
Exploration operations after the date of Commercial Discovery in any
portion of the Area converted into a Exploitation Lease pursuant to Work

Prograrns and Budgets approved in accordance with the Agreement.

The Joint Venture Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and

Annex "E" thereto.

The Joint Ventwe Company shall not engage id‘any business or
undertake any activity beyond the performance of Said operalions unless
otherwise agreed upon by EMRA and CONTRACTOR. - A el

ARTICLE Y

The authorized capital of Joint Venture Company is twenty thousand
(20,0001 bgyptian Pounds divided into five thonsand shares of common
steck with a value of four Egyplian Pounds per share having equal voting
rights, fully paid and non- assessable. EMRA and CONTRACTOR shall
cach pay for, hold and own, throughout the life of Operating Company,
one half {172} of the capial stock of Joint Venwre E{%ﬂié&ﬁ}f provided.
tizat only in the event that etther party should transter or assign the whole
or Aany percentage of it ownership interast in the Entiréty of the
Jgreemont, may stch ansfemag oF assigntng pary transier {1-:}.‘ hisHul
wivy of the capital swek of Operating Company and, in that event, such
ransferning o assigning party (and its successors and assignecs) must
ceansfer and assign a stock interest in Operatmg Company egual .m the
nnsforred or assigned wiwnle or percentage of s ownership mierest in

e oentreetysof the Said Agreement,



Yo Vanis, YA 4 () ol ¥ saadl — deu Jion 41 VYE

e e e g

g WEN ] ETT)
S | Yy plan I ¥y L0 L) Wi ¥y 5o o 26 2800 257,00 uliak
o o Yl ade e Lasy Mazul aie gl 3 Yy Ut ol 2u3lis¥l i dg,lic
bl e Iizael e 5 Comy g Uni (5T 0 dor piniann o) domlza G3lan o1 b
Jpadl o il ollat o Slias &f 1 dyeol Gl 5 ¥y LIV azis o g2all
S Tl o o Lpde 05 ¥y Slolaad] Spis 212N Henzees 2 1] Lede
SR ol gl o sF e Loy e (380 a5l T ey T ¢ ol 5l o gy 1520
O saan T o ey sl G Bl 26,801 26,80 gy Yy L LSl oda uanis
' (dalaad! B34 ) o
SSUY odb 3,55 Lty DLty gl oo Sy (s ov it S, 2 36 20
ooad U3 gl U ol Welzsl g o B lal dbey 5l 15 juear 282l 457,201
Lol il a1 Jglakl lor o 5] D] ciler o e 03 1A a3 1 gl
i YT Sl pamile > ¢ 4Ll
(&t Balkh)

(£) dag,l o o Laael (A) Llad ;o 55 3,13 w&aﬁ,‘&ﬂ'&fﬂuwﬂ
RETTREE mwlj Lol oyt s

Aol udave pins dnds php flirgll dicend A5 2l &S 23T 1] Gabons (e
IS dzze 3] pudone siae ans yay aladl ol Jylal pemsy ¢ rdzin

(Gmanlf! Daldf)
A3 GL u..I.JI Lh.s' kel ;.aa. 150 Zonaomas 1] U_lpu ooluzs ;,,s:

’qub._,_,q,,ﬂ_,ud_.ui,.ﬂﬁmduu m‘slut_,.,lu..,m
w3k JuS 5 Je e by e



VYo Y..Y Ly YA 3 (o) mb YN sl — dans ) Sy b

ARTICLE VI

The Joint Venture Company shall not own any right, titie, interest or
estate in or under the Agreement or any Exploitation Lease created there
under or in any of the GOLD or associated minerals produced from any
Exploration Block or Exploration Lease there under or in any of the
assets, equipment or other property obtained or used in connection
therewith, and shall not be obligated as a principal for the financing or
performance of any of the duties or obligations of either EMRA or
CONTRACTOR under the Agreement. Joint Venture Company shall not
make any profit front any source whatsoever,

ARTICLE VIi

The Joint Venture Company shall be no more than an agent for EMRA
and CONTRACTOR. Whenever it is indicated herein that The Joint
Venture Company shall decide, take action or make a proposal and the
like, it is understood that such decision or judgment is the result of the
decision or judgment of EMRA, CONTRACTOR or EMRA and
CONTRACTOR, as may be required by the Agreement.

ARTICLE VIl

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

ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (5) or more of the Directors, provided,
however, that any Director may be represented and vote by proxy held by
another Director.
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ARTICLE X

Assembly meetings of the Shareholders shall be valid if a majority of the
capital stock of Operating Company is represented thereat. Any decision
taken at such meetings must have the affirmative vote of Sharcholders
owning Or fepresenting a majority of the capital stock

ARTICLE X1

The Board of Directors shall approve the regulations covering the terms
and ﬂ{}ﬁﬁitiﬂﬁ? of employment of the personnel of Joint Venture
Company employed &imﬁyf by Joint Venture Company and not assigned
thereto by CONTRACTOR and EMRA.

The Board shall, in due cowsse, draw up the By-Laws of Joint Ventuce
Company . and such By-Laws shall be effective upon being approved by
a Oeneral Meeting of the Shacrcholders, in accordance with the provisions
of Article X hereof. |

ARTICLE XII

The Joint Venture Company shall come into existence within thirty (30)
days after the date of Commercial GOLD Discovery as provided for in
the Agreement (unless otherwise agreed by EMRA and Contractor).

The duration of Joint Venture Company shall be for a period equal to the
duration of the Said Agreement, including any renewal thercof.

The Joint Venture Company shall be wound up if the Agreement referred
to above is terminated for any reason as provided for therein,

KLONDIKE STAR CANADA INC.

H y : oty i Al ek i Ak vk vk el ke ol e ] T L P R Y ; M il e el - ek s e v —— —

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS
(a) Definitions:

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

this Accounting Procedure and have the same meanings.

(b) Statements of activity:

(1) CONTRACT OR shall, pursuant to Article IV of this Agreement,
render to EMRA within thirty (30) days of the end of each
caleﬁdar @arter a Statement of Exploration Activity reflecting
all charges and credits related to the Exploration Operations
conducted in any portion of the Area not converted into an
Exploitation Lease for that quarter summarized by appropriate

classifications indicative of the nature thereof.

(2) Following its coming into existence, Joint Venture Company
shall render to EMRA and CONTRACTOR within fifteen (13)
days of the end of each calendar quarter a Statement of
Exploitation and Exploration Activity reflecting all charges and
credits related to the Exploitation and Exploration operations
conducted in any portion of the Area converted into a
Exploration Lease for that quarter summarized by appropriate
classifications indicative of the nature thereof, except that items

of controllable material and unusual charges and credits shall
be detailed.



Yo VZL oy YA 3 () &l YN suadl — L Jl5a 41 VY

:amanl pL1g Ciduandli( )
() 5, Uiy Condl UL G 4lS o (g piuw gy RS JS iy (V)
(¥) TW sy L By ooy Lo Gl Lin 3 J5N155U g ()
A () DY I i) ke o zet ) V1 W gl Sl o gl
3 - LY e () 508 Aagl J1 5ol L SY sy Loglns Ul et 5,5
ez gl e 3.0 3 Oolimand ! 055 5,80 el (¥ DMl 525 S
el el a u:f;,i
oLy Lol 2 G| ks Jyliald K ¢ e il 5 A0 0dn wan gt
&8 2l 3,A0 Ol dnal e
Kpmy 5 iiaw gy 51 3 Comudly P ] DLy 2ol UL LS (¥)
Apos Bslo nans Godll ia (3 J5¥Essll g (¥) (0 5,0 L,
G 2t 131 4] UL el MY LIG ] (1) BN awy Ll Tia,
i,a8 s Loall oy L 5,500 gl (¥) I DMs LS Lde Jylalt of 2oyl
A ol Lag IS ST JuLatt ,F Sa ot e &N 0,80 5, Sl gl (1)
Ko gy o L) B3t ozl Lgm,wj iS5 akl 55, Al Ul ds
LGSl e (5) 5,38 Zagl 1 3all G e o pocackd 2 o)l iy S
: dhod! Jugad (2)
Dt W Rerlil] 38,5301 38,88 3065y b dsldd Jolatl 565 gloZ
o\l 1, l.SZ_L,.;::'; dasd ! LY :J!J.‘:JJ.L, Sy ol fopef o Sl

&3 il ILLE oty Whaasf camy ¢ XS ,a ¥ szl LY I Y gy 26 il



WYY Y Rl iy YA G () ml YR saadl - G S S0 e

{ey Adjustments and Audiis:

{1} Each guuanerly Stutentent of Exploration Activily pursaant o
Article T{bY (1) of this Annex shall conclusively be prosumed
wr be true and correct after three {2 months foliowing the
roceipt of cach Statement by EMEA wnfess within the Saud
three {37 months EMRA wkes writlen oxoepion thewen
surseant o Asrticke IV (1 of the Agreoments Duriog the Sad
three {3) months pertoed supporting documents will be avinlable

far inspection by EMEA during all working heans,

CONTRACTOR will bave the same audit nghts on Jdomt
Venmture  Comparry Statements as . BEMRA S under thes

sub-parazraph,

(3 Al Siarementy of Fxploitition and Bxploration Achiviy for any
adendar quurtor pursuant o Arucle T ihy (20 of g Annex,
sl conclustvely he prosamed o be e and Garvect three £3)
months fnlowing e reovipt of sgoh Staement, aaless wailun
the Said three (3 months ponod TMRA or CONTRACTOR
tihes sriten exception theroto, Pording oxpivition of said thiee
{.3] manths EMRA o CONTRACTOR o bath ol them shall
Bave the dieht o oawdit Joint Venture Company aogounts,
rovowds amd sopporting docwments for such ginurter i the sime

ranner as provided m Anticke TV (31 of the Agreoment,
{ey Currency FExchange:
CONTRACTOR'S books o Exploration and  Jony Vonlure

Company’s books for Exploitation and Exploration, if uny, shall be
kept i the AR K in ULE, Doliurs,



¥V Dy YA 5 () b Y stall o dwa 5 R MY

L s ity " it

sl WY LY g all aoad o a3 LA LS J 4y

o rall @Al e paliall okl ol Bl aead Wik 2,50 0¥
iy 31 LN LSy - AR asd s g gt o T gl

i

Koy it Baamat | SUN I SN s R L8N bt ¥ Y0
) foioatins DUyt i i 50 ahanlf s < 12] Gl Ui
P2 JPEC KPR I E ARG FET) I ISR I - UG | BT
PR 5t FOSCII ¢ N TS | R P ) P - PRI §-+11| DU JUAW
sduseid | LN LY g8 i 5T SR o] & pad] il g by oo Lt
LISl Y s S Y
2 PPy RIVERTIST TR WY,
RUNPR P UL B NI RN ) PEE IR BCWS VLI PP {| PO
gmtts 315 4 &34 g g Ualins (6 IS I 5330 Tn LIV o
A Jaay i LY
 goeniand ] alGead] ik (4)
2af pumelnd o8t L ftas ¢ Sy Z2gl! e Jolasl GLEVY o
RTINS PUAWC I I P, LA P
3 Jopliad! gl Bt il il piis (3
Jeaf 55y 6l (B pms Wi LSSV o ()AL 3500 DSV ke o
BT PV R K ORIV pRTRA AP BTN 5 YU P ACIRE
UM b L ofe s LG GRS g o6 §yale ibitess 1L



WYY Y lldgy YA () a0 YR aadl - en JY3y 4

All U.S. Dollars expenditures shall be charged in the amount
expended. All Egyptian Pourids expenditures shall be converted to
U.S. Dollars at the applicable rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which expenditures
are recorded, and all other non-U.S. Dollars expenditures shall be
translated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited, London
at 10.30 am. GM.T., on the first day of the month in which
expenditures are recorded. A record shall be kept of the ex.c:hangﬂ
rates used in translating Egyptian Pounds or other non-U.S Dollars

expenditures to U.S. Dollars.

(e) Precedence of Documents:

In the event of any inconsistency or conflict between the provisions
of this Accounting Procedure and the provisions of the Agreement
treating the same subject differently, then the provisions of the

Agreement shall prevail.

(f) Revision of Accounting Procedure:

By mutual agreement between EMRA and CONTRACTOR, this
Accounting Procedure may be revised in writing from time to time

in the light of future arrangemenits.

(g) No Charge for Interest on Investment:

Without prejudice to Article IIE (h) of this Agreement, Interest on
investment or any bank fees, charges or commissions related to any
bank guarantees shall not at any time be charged as recoverable

costs under the Agreement.
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ARTICLE I

COSTS, EXPENSES AND EXPENDITURES
Subject to the provisions of the Agreenent;“~CONTRACTOR shall atone
bear and, directly or through Joint Venture Company, pay the following
costs and expeﬁ;scs, which costs and expenses shall be classified and
allocated to the activities according to sound and generally accepted
accounting principles and treated and recovered in accordance with
Article VII of this Agreement:

(a) Surface Rights: | upor
All direct cost attributable to the acquisition, renewal or relinquiShniE:nt
of surfacé tights acquiréd®and maintained in force for the Area.

(b) Labor and Related Costse

(1) Salaries and wages of CONTRACTOR'S or Joint Venture
Company's employees, as the case may be, directly engaged in the
van{qlus activities under the Agreement including salaries and
wages paid to gmlng:sts and other employees who are temporarily
assigned to and employed in such activities. Such salaries and

wages to be certified by a certified public accounting firm.

Reasonable revisions of such salaries and wages shall be
effected' to take into account changes in CONTRACTOR'S
policies and amendments of laws applicable to salaries.

For the purpose of this Article IT (b) and Article II (c¢) of this
Annex, salaries and wages shall mean the assessable amounts
for ARE. Income Taxes, including the salaries during
vacations and sick leaves, but excluding all the amounts of the
other items covered by the percentage fixed under (2) below.

(2) For expatriate employees permanently assigned to Egypt:
I.All allowances applicable to salaries and wages;

2.Cast of established plans; and
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3. All travel and relocation costs of such expatriate employees

and their families to and from the employee's country or
point of origin at the time of employment, at the time of
separation, or as a result of transfer from .one location to
another and for vacation (transportation costs for employees
and their families transferring from the A.R.E. to another
location other than their country of origin shall not be
charged to A.R.E. Operations).

-Costs under this Article II (b) (2) shall be deemed to be equal

to seventy five percent (75%) of basic salaries and wages paid
for such expatriate personnel including those paid during
vacations and sick leaves as established in CONTRACTOR's
international policies, chargeable under Article II (b) (1),
Article 1I (1), Article II (k) (1) and Article I1 (k)(3) of this
Annex.

However, salaries and wages during vacations, sick leaves and
disability are covered by the foregoing percentage. The
percentage outlined above shall be deemed to reflect
CONTRACTOR's actual costs as of the Effecive Date with
regard to the following benefits, allowances and costs :-

1. Housing and Utilities Allowance.

2. Commodities and Services Allowance.

3. Special Rental Allowance.

4. Vacation Transportation Allowance.

5. Vacation Travel Expense Allowance.

6. Vacation Excess Baggage Aliowance.

7. Education Allowances (Children of Expatriate Employees).

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

9.Storage of Personal Effects.
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183, Housing Refurbishment Expense.

11. Property Management Service Fees,

12. Recreation Ailowance.

13. Retirement Plan.

14, Group Life Insurance.

15. Group Medical Insurance.

16. Sickness and Disability.

17. Vacation Plans Paid (excluding Allowable Vacation Trave!
Expenses).

18, Savings Plan,

19. Military Service Allowarice,

20, F1.C.A.

21. Workman's Compensation.

22 F&dcrai and State Unemployment Insurance,

23. Personnel Transfer Expense.

24. National Insurance

25. Any other Costs, Allowances and Benefits of a like nature
. a8 established in CONTRACTOR'S International Policies.

The percentages outlined above shall be reviewed at intervals
of three {3} years from the Effective Date and at such time
CONTRACTOR and EMRA will RPYSC ON NeW percentages to
be nsed under this paragraph,

Revisions of the percentages will fake into ¢onsideration
variances in costs and changes in CONTRACTOR's
international policies which change or exclude any of the
above allowances and benefits, The revised percentages will
reflect as nearly as possible CONTRACTORs actual costs of
all its established allowances and benefits and of personnel
transfers.
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3)

{4)

A

For expatriate employees temnporarily assigned to Egypt ali
aliowances, cosis of established plans and all travel relocation
costs for such expathates as paid in accordance with
CONTRACTORs international policies. Such costs shall not
include any administrative overhead other than what is
mentioned in Article 11 (K} {2) of this Annex.

- Costs of expenditure or contributions made pursuant to law or

assessment imposed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Articie 11 (b} (1), Amicle H (b) {2), Anticle I {1), Article T (k)
{1} and Articie {1 (k} (3) of this Annex.

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

Bonuses, overtime, customary allowances and benefits on a basis

similar to that prevailing for Mining companies operating in the
ARE., all as chargeable under Article I (b} (1), Article I (i),
Articie If (k) {1} and Article TT (k) (3) of this Annex. Severance pay
will be charged at » fixed rate applied to payrolls which will equal an

armount equivalent to the maximum Hability for severance payment
as required under the A R.E. Labor Law.

{d} Material

Maierial, equipment and supplies purchased or fumished as such by
CONTRACTOR or Joint Venture Company.

{1} Purchases:

Material, equipment and supplies purchased shall be at the price
paid by CONTRACTOR or Joint Venture Company plus any
related cost and after deduction of all discounts actually
received. )
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(2) Material Furnished by CONTRACTOR:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR'S or CONTRACTOR'S
Affiliated Companies stocks outside the A.R.E. under the
following conditions:

1. New Material (Condition ""A"")

New Material transferred from CONTRACTOR'S or
CONTRACTOR'S Affihated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
matenal supplied is not higher than interational prices for
material of simlar quality supplied on similar terms, prevailing
at the time such material was supplied.
2. Used Material (Conditions ""B" and "'C'")
‘a) Material which is in sound and serviceable condition and
~is suitable for reuse  without reconditioning shall be
classed as Condition "B" and priced at seventy five
percent (75%) of the price of new material. .
b) Matenal which cannot be classified as Condition "B" but
which is serviceable for original function but
substantially not suitable for reconditioning, shall be
classed as Condition "C" and priced at fifty percent
(50%) of the price of new material.
¢) Matenal which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate
with its use. |
d) Tanks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of knocked
- down new price.

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond

or back of the dealer’s or manufacturer's guaranty; and in case of
defective material, credit shall not be recorded until adjusnnent

- has been received by CONTRACTOR from manufacturers or

their agents.



¥V G Dy YA 5 () s Y sdall = Leas S i AL VEE

3 k] i Bl i S ()
a8 2800 28,80 ) Jalakl Aladsl 3,155 ZaNl Ol yu2ly shbty colandl i (V)
pAb Bl Uhiis I sl i Kponduald Sl Jislly il iy pecan (1)
sl bl Lpnisy Whadt 3l il My il i o all Lty 51 LG
3SRl Z, A0 T gl e 518Y Jpl e gmiagy Lpaomay 21
Lgchis 2 a5ad! g (3055 amais gl el gkl 035 S3lely M6 RIS (Y)

5y All Jaolf
: wtbpadf (4)
ol @ldly Slaadly oyl Gustactl S Lo Ukl Sl (V)
| g Y

o g L O a0l 5 Jylakt ] Rl L B 3 Coladad | iS55 (¥)
all SAS 2 1 Jglalty Lol gy e o0 5] Sl ol gl
NI S {0 WS | RN i CYR-SUIC I | PR < (-0 -0 { JCR DR R IR O
e Gisy G s el e 3 Joa 2y Lol ol (g 31 Judbonsls
I S aile g, 2L L im0 o gl o Jlally 2angll o5,
e sk gl pma Leareal s dowiid Ol Cbi

g daglatt S8l ) okl i dxe gl LalsOL 28l Sltal! Szl (V)
b g abints g Joo | Sl GSS o cnliss 2 ploe] 225 ol o ek
fopl o i 3L ALl DL gy L2 0n g5 Y

S5 g pman 13| ppaviasy o Kmglall Sy Jylabt Ly Uy 2 Ll (£)
on (Y () 3, 5,05 5a Lo e litmly il iS5 f il 3,00
el e e 28] 55U



Vee Y. .VLLdin YA () Al ¥ sl — Loaas Gy 4|

P e I e —
. - o .. -

(e} Transportation and Employee Relocation Costs:

(i) Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR'S or Joint Venture
Company's activities.

(2) Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatriate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR'S or Joint

Venture Company's business. -

(3) Employees transportation and relocation costs for national
employees to the extent covered by established policies.

() Services:

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

(2) Cost of services performed by EMRA or by CONTRACTOR,
or their Affiliated Companies in facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EMRA and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
involving engineering and design services shall be performed by
EMRA and/or CONTRACTOR or their Affiliated Companies at
a negotiated contract amount.

(3) Use of EMRA, CONTRACTOR'S or their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not
in excess of competitive rates currently prevailing in the A R.E.

(4) CONTRACTOR'S and CONTRACTOR'S Affihated Companies’

rates shall not include any administrative or overhead costs
other than what is mentioned in Article H (k) (2) of this Annex.
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(g) Damages and Losses:

(h)

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Joint Venture
Company through the exercise of reasonable diligence.
CONTRACTOR or Joint Venture Company  shall furnish EMRA
and CONTRACTOR written notice of damages or losses incurred in
excess of ten thousand ($10,000) U.S. Dollars per occurrence, as

soon as practicable after report of the same has been received by
CONTRACTOR or Joint Venture Company.

Insurance and Claims:

The cost of any public Liability, property damage and other insurance
against habilities of CONTRACTOR, Joint Venture Company
and/or the parties or any of them to their employees and/or outsiders
as may be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim colilected, less the actual cost of making

a claim, shall be credited against operatrons.

If no insurance is carmried for a particular risk, in accordance with
good internationat Mining practices, all related actual expenditures
incurred and paid by CONTRACTOR or Joint Venture Company in
settlement of any and all losses, claims, damages, judgments and any

other expenses, including legal services.

Indirect Expenses:

Camp overhead and facifities such as shorc base, warehouses, water
systems, road systems, salanies and expenses of ficld supervisory
personnel, field clerks, assistants, and other general employees

(ndirectly serving the Area.
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(i} Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged agatnst
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handled
by the legal staHf of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing such services
may be made (0 operations.

(k) Administrative Overhead and General Expenses:

(1} While CONTRACTOR 15 conducting Expioration operations,
the cost of staffing and maintaining CONTRACTOR'S head
office in the ARE. and/or other offices established in the
AR.E. as appropriate other than field offices which will be
charged as provided in Article T 4) of this Annex, and
excepting salaries of employees of CONTRACTOR who are
temporanly assigned 10 and directly seyving on the Area, which
will be charged as provided in Article 1T (b) of this Annex.

{2) CONTRACTOR'S administrative overbead outside the ARELE,
applicable to Exploration operations in the ARE. shall be
charged each month at the rate of five percent (3%) of total
Exploration expenditures, provided that no administrative
overhead of CONTRACTOR outside the ARE. applicable o
A.R.E, Exploration operations will be charga& for Exploration
operations conducted by Joint Venture Company. No other
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direct charges as such for CONTRACTOR'S administrative
ovethead outside the AR.E. will be applied against the
Exploration obligations.

Exarnples of the type of costs CONTRACTOR is incurring and

charging berpunder due to activities under this Agreement and

covered by said percentage are:

1. Executive - Time of executive officers.

2. Tréasur}* - Financial and éxﬂhaﬂge_ problems.

3. Purchasing - Procuring materials, equipment and supplies.

4, Exploration and Production-Directing, advising and controlling
the entire project.

3. Other departments such as legal, comptroller and engineering

which contribute time, knowledge and expenience to the
operations.

The foregoing does not precluds ahérgin_g for direct service
under Article I (£} {2) of this Annex.

(3) While Joint Venture Company is conducting operations, Joint
Venture Company’s personnel engaged in general clerical and
office work, supervisors and officers whose time is generally
spent in the main office and not the feld, and all employees
generally considered as general and administrative and not
charged to other types of expense will be charged to operations.
Such éxpenses shail be asallocated ecach month between
Exploration and Exploitation operations according to sound and

gracticable accounting methods.

@) Taxes:

Al taxes, duties or levies paid in the ARE. by CONTRACTOR or

Joint Venture Company with respect to this Agreement other than
these covered by Article ITE (§) (1) of the Agreement,
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(m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after Joint Venture Company
is formed. Without prejudice of Article IH (i) of the Agreement, No
sales expenses incurred outside or inside the A.R.E. may be
recovered as a cost.

(n) Other Expenditures

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this article-1I ,

incurred by CONTRACTOR or Joint Venture Company under
approved work programs and budget.

ARTICLE III
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EMRA and
CONTRACTOR inventories shall be taken by Joint Venture
Company of the operations materials, which shall include all such
materials, physical assets and construction projects. Written notice of
intention to take inventory shall be given by Joint Venture Company
to EMRA and CONTRACTQOR at least thirty (30) days before any
inventory is to begin so that EMRA and CONTRACTOR may be
represented when any inventory is taken. Failure of EMRA and/or
CONTRACTOR to be represented at an inventory shall bind them to
accept the inventory taken by Joint Venture Company, who shall in
that event furnish the party not represented with a copy thereof.

(b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EMRA, and a list of overages and shortages shall be jointly
determined by Joint Venture Company and CONTRACTOR and
EMRA, and the inventory adjusted by Joint Venture Company.
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ARTICLE IV
COST RECOVERY

(a) Statements of Recovery of Costs and of Cost Recovery GOLD:

CONTRACTOR shall, pursuant to Articie VII of the Agreement,
render to EMRA as promptly as practicable but not later than fifteen
(15) days after receipt from Joint Venture Company of the
Staternents for Exploitation and Exploration Activity fnr the
calendar quarter a Statement for that quarter showing: |

1. Recoverable costs carried forward from the previous quarter, if
any.

2. Recoverable costs incurred and paid during the quarter.

3. Total recoverable costs for the quarter (1) + (2).

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

5. Amount of costs recovered for the quarter

6. Amount of recoverable costs camied into the succeeding quartcf, if
any.
7. Excess, if any, of the value of Cost Recovery GOLD taken and

separa;tel} disposed of by CONTRACTOR over costs recovéred
for the quarter. -

(b) Payments:

If such Statement shows an amount due EMRA, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EMRA on the date when such payment 1s due, then
CONTRACTOR shall pay interest of two and one half percent
(2.5%) per annum higher than the London Inter bank Borrowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest 1s calculated. Such interest

payment shall not be recoverable, |
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(€} Settlement of Excess Cost Recovery GOLID:

EMRA has the right to take its entitlement of Excess Cost Recovery
GOLD under Article VI () of the Agreament in kind during the
said quarier. A settlement shall be required with the rendition of such
Stutements in case CONTRACTOR has taken more than its own
entitlement of such Excess Cost Recovery GOLD.

(d) Audit Right:

EMRA shall have a period of twelve (12) months from receipt of any
Statement ynder this Article TV tn which to audit and raise obiection
to any such Statement. EMRA and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will
be available to EMRA during Said twelve (12) month period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS
{a} Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the folal
amount of Exploration expenditures reported on Statements of
activity prepared per Article I (b) (1) of this Annex, less any
teductions agreed to by EMRA and CONTRACTOR following
written exceptions taken by a non-operator pursuvant 10 Article I (¢)
{1} of this Annex, in order o determine when minimum Exploration
obligations have been met.

{b} Cost Recovery Control Account:
CONTRACTOR will establish a Cost Recovery Control Accourit
and an off-setting contra account to coatrol therein the amount of

cOst rematning 1o be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery GOLD, if any.
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(¢} Major Accounts:

For the purpose of classifying cosis, SXpenses and expenditures for
Cost Recavery as well as for the purpose of establishing when the
mintmum Exploration obligatons have been met; costs, expenses
und expenditures shall be recorded in major accounts including the
followmg
- Expioralion bxpenditums;
- Exploitabon Expendiues agiher than Operating Expenses;
. Qpemiina Expenses

- Nevessory sub-accounts shall be used.
Reovenue accouns shall be muintained hy CONTRACTOR o the
extent necessary for the” control of recovery of costs and the
treatiaent of cost rerovéry ‘Gold. !

ARTHCLE VS
TAX IMPLEMENTATION PROVISTONS

oos waddersiond thas CONTRACTOR shall o subject o Bavptian
fogges Tan Laws exceepl us otherwise provided i the Agreenent, tha
e AR e dpcome Tawes puid by EMEA on CONTRACTOR'S behadf
conahiege addional meone o CONTR %£““‘OE{1 and this additional
Mo e s suhrect 1o AR R income ik, that s Tarossed up”

-—

CONTRACTOR'S annual income, as detorivined in Aricic ¥ O of
Jdas Agzgeement, fess the amount eguad o CONTRACTOR'S grasseg up
Covpiian neome tax by, shall be CONTRACTOR'S "Provisianad
wcame”,

The Tgress-up value” s an amount added {o Provisiond] income o give

saanie Income”, such that the grossed-up value s oguvalent 1o the
AR R CIncome Taxes.

THEREFORI:

Covtle Income = Proviseonal income plus Grossed-up Vidue and

Cheniaed-ud Valuas AR Ineoine Tax o Tuxabio neonke
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If the "A.R.E. Income Tax rate”, which means the effective or composite
tax rate due to the various A R.E. taxes levied on income or profits, is

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

Grossed-up Value = A.R.E. income tax rate TIMES Taxable Income.

~ Combining the first and last equations above

Provisional income X Tax Rate
1 - Tax Rate

Grossed-up Value =

Where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is $10 and the A.R.E.

income Tax rate is forty percent (40%), then the Grossed-up Value is

equal to:
$10x04
o =$667
Therefore:
Provisional income $ 10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% 0.67

CONTRACTOR's Income after taxes $ 10.00
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