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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN MINERAL RESOURCES
AUTHORITY

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

This Agreement made and entered into this day of «--——-—--——--, 200 |,
by and between

THE ARAB REPUBLIC OF EGYPT (hereinafter referred to variously as
"“The A.R.E."” or as the "GOVERNMENT")} - and-

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

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

WHEREAS, Law No. 86 of 1950 of mines and quames as amended,
established that all minerals and Ore Deposits including gold, existing in
mines and quarnes in "A.R.E" including the territorial waters and in the
seabed subject to 1ts jurisdiction and extending beyond the terntorial
waters, are the property of the State; and |

WHEREAS, " EMRA" and "TDM" 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
described 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, TDM agrees to undertake its nbligﬁtinns provided
hereinafter as Contractor with respect to the Exploration, Exploitation
operations in the said Area, and |

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

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter into a concession agreement with EMRA, and
with TDM as a Contractor, for Exploration and Exploitation operations
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 mean for example and not limited to, the
examination, of the surface and the underground by all means,
particularly geological and geophysical, leading to the identification
of mnerals by their physical, magnetic, electric, or other
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charactenistics or by making test pits or bores o ascertain the

gxistence or possihility of existence of GOLD and minerais
associated with GOLD. EXPLORATION includes also exploration
designing works and detailed examination of the surface and
underground by all drilling and mining operations leading to the
delineation of ore bodies, its quantities, the reserves of gold ore and
associated mimmerals and mining and technical conditions, methods
of extraction, dressing, marketing and feasibility studies.

(b) " EXPLOITATION ™ shall mean, but not limited to, all the operation
and activities pursuant to approved Work Programs and Budgets
under this Agreement with respect tor

1.

a3

All the workg that should be made in the area to uncover ore
bodies as sinking  shafts, driving levels, and dnlling, etc.

. Designing works, dnlling, mining and quarntying design, civil

construction, installations  servicing and maintenance of
equipment, electric, ratlway and pipe lines, sewage systems,
facilities, mining and dressing plants, refinement of ores  and
related operations, and any other activity which helps In
preparing the mines or quarries for production and fransportation
{o shipping terminals.

. Producing, transporting, storing and marketing or any other

work or sctivities necessary or ancillary 10 any of the aclivities
referred to above.

4. Restoration and rehabilitation operations.
{¢} (i} The term "GOLD DEPOSITS" will be applied to GOLD ores and

minerals associated with GOLD on or under the surface of the
earth. |

(i1} The term "GOLD" will be applied to the metal GOLD produced

as a result of exploitation and 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,

(¢} "AREB.” is an abbreviation for the ARAB REPUBLIC OF
EGYPT.

() "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 z period of twelve(12)
months according to the Gregorian Calendar being 15! January to
31st 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 AR.E.

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

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

(i) which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder's meetings of a
party hereto; or

(111} of which the share capital conferring a maj;:‘::rity_ of votes at
stockholder's meetings of such company and the share capital
conferning 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 g discovery of Gold
and associated minerals worthy of being developed and exploited
commercially in accordance with the principles of good mining
practices, The GOLD depostt is not deemed commercial unless the
CONTRACTOR presents to EMRA  detailed feasibility study
supported by documents to prove that the deposit, can upon,
explostation, pay back all pre-production, Exploration and
Exploitation mvestments over a period which shall be determined
by the feasibility study based on the following parameters:

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

- Period of Recovery of pre-production, Exploration and
Exploitaion investments incurred by CONTRACTOR in
accordance with the terms of this Agreement;

- Payment of rovalties, 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 opinion 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 commercial discovery exisis.
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(1) "Dumps and Tailings” refers to all those dumps and tailings currently
existing 1n the area and resuited from old mining workings that
have been carried out before the Effective date of the Agreement.

(k) "EXPLORATION BLOCK" shall mean an area, the comer points of
which have to be comcident 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".

() "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 System where possible or within the existing
boundaries of the Areas covered by this Concession Agreement as
set out in Annex "A".

(m) "EXPLOITATION LEASE (s)" shall mean an area that covers one
or more exploitation blocks .

(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.

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

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

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

(f) "CONTRACTOR" could be one company or more (each company
18 called a CONTRACTOR Member). Unless modified by virtue of
Article XX herein, CONTRACTOR under this Concession Agreement
shall mean TDM.
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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) appointed by them to be the entity to which , from
which and In whose name all notifications related to or in

connection with this Concession Agreement shall be made.
CONTRACTOR shall notify the name of the Operator to EMRA,

{t} "Jomt Venture Company " is the company to be formed i accordance
with Article VI and Annex D of this Agreement.

ARTICLE 1)
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the Area covered and affected by this
Agreementi, hereinafter referred to as "The Area”.

Annex "B" is a provisional illustrative map on the scale of approximately
1:500000 indicating the Arca covered and affected by this Agreement
and described in Annex A"

Annex "V is the form of a Letter of Guaranty i¢ be issued by the
National Bank of Egypt, Cairo, Egypt and to be submitted by
CONTRACTOR to EMRA one (1) day before the time of signature of
the Minister of Petroleum on this Agreement, for the sum of three
hundred thousands and sixty thousands ($360,000) U.S. Dollars
guaranteeing the execution of Contractor's Mimmum  Exploration
Obligations hercunder for the initial Exploration Period.

In case CONTRACTOR shall have elected to extend the initial
Exploration Period for an additional period in accordance with Article
[II (b} of the Agreement, similar Letter of Guarantee covering
CONTRACTOR’S minimum exploration obligation for such extension
shall be 1ssued and submitted by CONTRACTOR at the time of its notice

of extension,
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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 1n accordance with the terms thereof or upon completion or

performance of Contractor’s obligations hereunder.

It is specifically agreed that:

- The amount of g'uaranty 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
CONTRACTOR from its obligation under the terms of these letters of
guaranty 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
are hereby made -part hereof, and they shall be considered as having

equal force and effect with the provisions of this Agreement.
| ARTICLE HI
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 o or inconsistent with any provisions of Law
No.86 of 1956, as amended, shall have the force of Law, an exclusive

concession 1 and to the area described 1in 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 refined gold and refined associated
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(b)

(c)

minerals produced from the Area during the Exploitation perod
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 paid in cash (under market conditions prevailing at the time
of sale) or in kind, at the election of the GOVERNMENT.

An initial Exploration period of ONE (1) year shall start from the
Effective Date. TWQO (2) successive extensions to the initial
Exploration peniod of TWO (2) years each shall be granted to
CONTRACTOR: at its option, upon thirty (30) days prior writien
notice to EMRA, and subject only to its having fulfilled its financial
obligations bhereunder for the preceding period(s). 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 penod. Satd extension shall
not be more than stx {6) months.

This Agreement shall be automatically termmated 1f no Commercial
Discovery is established by the end of ali Exploration periods, if -
applicable.

(d) The Exploitation period shall be TWENTY (20) years from the date

of signature of the first Exploitation Lease. This period may be
extended for an additional peniod called "Extension Period”.

The "Extension Penod” 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 prior 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 Minister of Petroleum.
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The existing dumps and {ailings from past GOLD mining operation

within the concession Area shall not be ireated as deposis of

GOLD and associated minerals. These dumps and tailings owned
by The Government and shalt be left in its place or transported later
by EMRA,

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
permissien. Upon the issuance of an Exploitation lease, Exploitation
operations shall be stavted promptly by the Jomt Venure Company
and be conducted in accordance with good mining practices and
accepted engineering principles, until the mine is considered to be
fully exploited. .

{(g) After establishment of a commercial discovery by the Contractor 151

the Concession Area, The CONTRACTOR may Retain some
portions of the area having possible reserves in order to complete
detailed exploration and evaluation for the purpose of maximizing
and up grading these reserves to the extent that enable a
Coinmercial Discovery, Retain shall be two periods of two years
gach. The first Retain period shall start at the end of the final
exploration penod of the Agreement. For the fulliliment of the
Retain , the following are required :

1) Not iess than 60 days before the start of each Retain period, &
request from CONTRACTOR must be submitted to EMRA with
work program & budget and his obligation 1o execufe the work

Program
2} During the hirst Retain period, The Contractor will pay an annual

rent to EMRA equal to one thousand U.S. Dollars{ $ 1,000 ) per
sq. kilometer.
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(h)

3} During the second Retain period the Contractor will pay an
annual rent to EMRA equal to two thousands U.S. Dollars
($ 2,000) per sq. kilometer. |

4) Exploration cost in Retain areca shall not considered as
recoverable cost unless contractor establish a commercial
discovery in retain area.

5} At no event, The total period of Retain shall not exceed 4 years

6) At the end of the Retain period CONTRACTOR at EMRA’s
approval may convert area(s) having Commercial Discovery into
exploitation lease or relinquish it in case of no Commercial
Discovery.

The Retain area(s) shall be mutually agreed upon by EMRA and
CONTRACTOR and be subject to the approval of the Mimster
of Petroleum.

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.

(i) 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 borrowed by CONTRACTOR
from non-affiliated Company (s) provided that the percentage of
loans to the total Exploitation investment does not exceed fifty
percent (50%) and that the rate of interest does not exceed LIBOR.

(j) 1.Unless otherwise provided, Contractor shall be subject to Egyptian

income tax laws and shall comply with the requirements of such
laws with respect to the filling of returns, the assessment of tax,
keeping and showing the books and records for review.
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2.Contractor's annual incomefor Egyptian income tax purposes under
this Agreement shall be an amount calculated as follows:

The 1otal of the sums received by Contractor from the sale or other
disposition of all gold and associated minerals acquired by
Contractor pursuant to ariicle VI of this agreement.

Reduced by :
i} The costs and expenses of CONTRACTOR;

i1) the value as determined according to article VIE (h) of EMRA's
share of Excess cost recovery repaid to EMRA in cash or in
Kind if any,
Plas:

An amount equal to CONTRACTOR'S Egyptian income taxes grossed
up in the manner shown in Annex (B) Article VI

For purposes of above tax deductions in any tax year, article Vil (d) shall
apply only in respect of classification of costs and expenses and rates of
amortization, without regard to percentage Hnitation referred 1o in article
YiI (&).

All costs and expenses of Contractor in conducting the operations under
this agreement which are not controlled by article VII {d) as above
quahified shall be deductible 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 Coniractor, Contractor’s Egyptian. income tax { related to the
activities of this agreement) out of EMRA’S share of the production
as provided in article VH (g). All faxes paid by EMRA in the name
and on behalf of Contractor shall be considered income to
Contractor,
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4. EMRA shall furnish to CONTRACTOR the proper official receipts
evidencing the payment. of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (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

receipts,

5. As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the A.R.E. (including tax on tax) 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 or
profits inclﬂcﬁng all dividends, withholding with respect to
sharcholders and other taxes imposed by the GOVERNMENT of
A.R.E. on the distribution of income or profits by CONTRACTOR.

6. In calculating its AR E. income taxes, EMRA shall be entitled to
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) Contractor shall commence Exploration operations hereunder not
later than four (4) months after the Effective Date. EMRA shall, if
requested by CONTRACTOR, make available for Contractor’s use
all geological, exploration and mining data in EMRA possession

with respect to the Area as EMRA is entitled to do so.
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(b) The initial Exploration period shail be ONE (1) year. CONTRACTOR
may, at its option, extend this initial Exploration period for two (2)
successive extension periods of TWO years per each respectively

. and in accordance with Article III (b)_, each of which-upon at least
thirty (30) days prior written notice to EMRA, subject to
CONTRACTOR fulfitiment of its minimum Exploration obligations
hereunder, for the then current Exploration period.

(c) CONTRACTOR shall spend a minimum of three hundred and sixty
thousands ($ 360,000) U.S. Dollars on Exploration operations and
activities related thereto during the initial Year of Exploration period
(ONE year). For the first extension period (TWQO years) that
CONTRACTOR celects to extend beyond the initial Exploration
period, CONTRACTOR shall spend a minimum of seven hundred
and eighty thausands ($1,780,000) U.S. Dollarfs and for the second
extension period (TWO years) that CONTRACTOR elects to extend
beyond the first extension period, CONTRACTOR shall also spend a
minimum of five hundred thousands ($500,000) U.S. Dollars. . -

(d) Should CONTRACTOR spend more than the minimum amount
required to be expended during the initial Exploration period .or
during any period thereafter, the excess shall be subtracted from the
minimum amount of money required to be expended by
CONTRACTOR dunng any succeeding Exploration pen’nd or
periods, as the case may be.

(e) In case CONTRACTOR surrenders its Exploration righté under this
“Agreement as mentioned before or at the end of the initial
Exploration period, having expended less than the total sum of four
three hundred and sixty thousands ($ 360,000) 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 three
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(1)

hundred and sixiy thousands ($ 360,000) U.S. Dollars and the
amount actually spent on Exploration 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 initial Exploration period as
the case may be. -

Any expenditure detficiency by CONTRACTOR at the end of any
additional Exploration period for the reasons above noted shall
similarly result in a payment by CONTRACTOR to EMRA of such
deficiency. Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover any
such payments as Exploration expenditure in the manner provided
for under Article VII 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.

Al 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,
heremafter referred to as the "Exploration Advisory Committee",
shall comsist 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 Commitice, CONTRACTOR shall make such revisions
and submit the Exploration Work Program and Budget to EMRA for
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its approval, Fotlowing such approval. 11s tfurther agreed that:

i) CONTRACTOR shudl not substantially revise or modity Sard
Work Program and Budget! nor reduce the approved budgeted

cxpenditure without the approval of EMRAL

() Inthe event of emergencies voiving danger of loss of lives or
nroperty, CONTRACTOR S may  expend  such  additional
unbudeeted amounts as may be reguired to alleviate such danger.
Such  expenditure shall be considered in all  aspects  as
Exploration expenditure and shuall be recovered pursuant o the

movisions of Arncle VI hercot.

() CONTRACTOR shall advance all necessary tunds for all matenals,
cipopinent, supphies. personnel. admimsiration  and - operations
pursuant to the Lxploration Work Program and Budget und EMRA

shall nol be responsible (10 bedr or repay any of the aloresaid costs.

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

industry practices.

Except as 18 appropriate jor the specralized geophysical, geologic,
cneneering  and  bBxploration  studies thereon, to be made n
specialized centers outside A R.F.. All geological and geophysical
studies as well as any other studies related 1o the performance of this

Agreement. shall he made in the A R.E.

Contractor shall oblain EMRA'S  approval before any work made

outside A.RE.
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{i) CONTRACTOR shall entrust the management of Explorabon
operations m the ARE. to is technically competent General
Manager and Deputy General Manager. The names of such Manager
and Deputy General 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 to them by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful regulations issued or hereafter to be issued
which are applicable hereunder and not in conflict with this
Agreement shall apply to CONTRACTOR.

() CONTRACTOR shall supply EMRA, withm thirty (30) days from the
end of sach 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 documenis shall be available for
ingpection by EMRA at any time during regular working hours for
three {3) months from the date of receiving cach statement,

{Within the three {3) months from the date of receiving such
Statement, EMBA shall advise CONTRACTOR in wrting f it
CORSIGers:

{1} 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
pirchases made and services performed within the AR.E. shail
be subject to Article XXV, or
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(k)

{111} that the condition of the matenials furnished by CONTRACTOR

does not tally wath their prices; or
{iv} that the cosls incarred are not reasonably required for operations.

CONTRACTOR shall confer with EMRA in connection with the
problem thus presented, and the parties shall attempt 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 its objection 10 any statement,

such statement shall be considered as approved.

Any reimbursement due to EMRA out of the Cost Recovery Gold
and associated minerals as a resuit of reaching'ﬂgmamant or of an
arbrtral au;f'ard 's.hali be promptly made in cash to EMRA, plus simple
interest at LIBOR plus two and half percent {2.5%} per annum from
the gate on which the disputed amount’s would have been paid to
EMRA according to Article VI - e and Annex "E” of this Agreement
{1t -~ ¢ the date of rendition of the relevant Cost Rﬁ{:ﬂvﬁrf 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
midpoint of the rates (bid and ask) applicable to one month U.S.
Daollars deposits in the London Interbank Eurocurrency Market on
each fifteenth (151 day of each month occurring between the date
on which the di'sputcdﬁmnunt(s) would have baan paild to EMRA

and the date on which it is settled.
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H the LIBOR rate is available on any fifteenth (1510 day 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 (lity bank
N.A. to other leading banks in the London Interbank Burocurrency
Market for one month 118, Dollar deposits.

If such fifteenth (15" day is not a day which LIBOR rates are
quoted in the London Interbank Eurocumrency Market, the LIBOR
rate to be used shall be that guoted on the next following day on

which such rates are quoted.

{1} CONTRACTOR shall supply all funds necessary for its operations in
A.RE. under this Agreement i freely convertible currency from
abroad. CONTRACTOR shall have the righi to freely purchase
Egyptian currency in the amounts necessary for its operations in the
ARE from EMRA'S or from .any bank authorized by the
GOVERNMENT 1o conduct foreign currency exchange. Prontly
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 ULS
Dollars at the official A.R.E rate of exchange, such amount m U5,
Dollars shail be deposited in an EMRA account abroad with 2
correspondent bank of the National Bank of Egypt, Cairo,

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

At the end of the third Year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent {25%) of the ongmal Area not then
converted to a Exploitation Lease or Lease (s).

Without prejudice w0 Articles I and XXi and the first two
paragraphs of this Article V (a), at the end of the fifth Year of the
Exploration peripd, CONTRACTOR shall relinquish o the
GOVERNMENT the remainder of the Area not then converted 1o
an Exploitation Lease or Leases Mandatory relinquishments shalt
be in a single unit {unless otherwise agreed upon by EMREA and
CONTRACTOR) consists of whole Exploration Bilocks 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.

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 tegting or evaluation procedurg
actually started before the end of the final Exploration perod. Said
extension shall not be more than six {(6) months.

It is understood that at the time of any relingquishment, the areas 1o
be converted into Exploitation lease's and which are submitted to
the Minster of Petroleum for approval, according to Articie (ill) - g,
shall be subject to such approval, be deemed converted to
Exploitation Lease(s}.
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(b) VOLUNTARY Relinquishments:

(a)

CONTRACTOR may, voluntarily, during any period relinquish all
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 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 Mandatory relinquishment provided for above at the end of
the total Exploration period.

ARTICLE VI |

OPERATIONS AFTER COMMERCIAL DISCOVERY

Promptly following Commercial Discovery, EMRA and
CONTRACTOR shall form in the A.R.E. an Operating Company
pursuant to Article VI {b) and Annex (D) (heremafter referred to as
"Joint Venture Company"”) which company shall be named by
mutual agreement between EMRA and CONTRACTOR provided
that such name shall be subject to the approval of the Minister of
Petroleumn. Said company shall be a private sector company. The
Joint Venture Company shall be subject to the laws and regulations
in force in the A.R.E. to the extent that such laws and regulations
are not mnconsistent with the provisions of this Agreement or the
Charter of Joint Venture Company. The capital stock of the Joint
Venture Company shall be owned equally by EMRA and The
CONTRACTOR.
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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 pu?:rliq sector

companies.

Law No. 1539 of 1981 promulgating the law on joint stock
companies, parinership limited by shares and lhinuted liabihty

covpanies.

Law No. 97 of 1983 promuigaiing the law concerning public sector

organizations and companies.

Law Ne. 203 of 1991 prmmuigating the law on public business

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

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

laws,

The Charter of The Joint Venture Company is hereto altached 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 Committee shall be dissolved upon the
final relinquishment of the Area not converted into Exploitation
Lease (s).
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(¢)

(d)

Nincty (90) days after the date Join Venture Company comes into
existence in accordance with paragraph (b) above, it shall prepare u
Work Program and Budget for further Exploration and Explottation
i any portion of the Area converted into Lxploitation Lease (s) for
the remainder of the Financial Year in which the Commercial
Discovery 1s made; and not later than four (4) months before the
end of the current Financial Year (or such other date as may be
agreed upon by EMRA and CONTRACTOR) and four (4) months
preceding the commencement of cach succeedine Financial Year
thereafter (or such other date as may be agreed upon hy EMRA and
CONTRACTOR). Joint Venture Company shail preparc an annual
Production Schedule, Work Progrum and Budget for further
Exploration and Exploitation in any portion of the Arez converted
into Exploftation Lease (s) for the succeeding Financial Year. The
Production Schedule, Work Program and Budget shall be submitted
to the Board of Dircctors for approval. The Work Program and
Budget for further Exploration in any portion of the Area not
converted nto Exploitation Lease's shall be implemented, reviewed
and approved in accordance with Article [V ().

Not later than the twenticth (20) day of each month, The Joint
Venture Company shall furnish to CONTRACTOR a written
estimate of 1ts total cash requirements for expenditure for the first
halt and the second half of the succeeding month expressed in U.S.
Dollars having regard to the approved Budget. Such estimate shall
take 1nto consideration any cash expected to be on hand at month

end.

Fayment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e} 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.
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(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 A R.E. the required amount to
meet the expenditures in Egyptian Pounds for The Joint Venture
Company 1n connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year, The
Jomt Venture Company shall submit to the appropriate exchange
control authorities mn the AR.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 nUtétanding at the end of the Financial Year.,

(f) The parties acknowledge and agree that the Board of Directors of the
Joint Venture Company shall have full rights and responsibilities to
decide and determine all matters reiating-tﬂ 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 subject matters
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 réspective Directors
to act diligently on all such matters which may be referred to them
and to use their best efforts to reach prompt decisions.

(g) It shall be the general policy of the Board of Directors of the Joint
Venture Company, supported by CONTRACTOR and EMRA to
manage the affairs of the Joint Venture Company consistent with
good mining pfﬂctices and to the best interests of the owners of the
Joint Venture Company.



VoAl i YV 5 (ab) Y7 saadl = da Jl 30, 2

o1

St o s ey 31 L 00080 81,2l 35,200 5l ade Gl e ()
st Y = dwy Led — el W i Lall gl conddi JS aus
Jis of AS,dll 48,801 Jo camas g oo - g Jobs sl s ool
Leake Jpmad | LS A g 2l Juiail, g el ponar oY baiger eaai]
PN % P YUV I JO I, T3
I Ol 3581 B ¢ Lyl eldae 5,525 DS Cuy B3] (D)
e bt Jylidly i)l ols ¢ Lpohadenal &8 2all 28,80 SN
idle Lol Dl g, @l 5 ok 13035150 DUl ol Lol bz
38,22l 16,80 o Wl @ldeny Lol
( amailaatt Bald ! ) '
2LIY ALuaify Skl el o R 213 sl
iz Tk o5 Tiaw gy JS o 2 Jo8) 28,2800 26,2800 s g ol s by (1)
S Jlanl on ity Jyliad) wadis LolsS sz (Y e (A0) Loy,
Ll s il 48l 8,01 juds =l alaadl galadly candd]
odi Ko gt Ay gy 3 28 IV ASLisVI wdn g Lghiy L BoLizaY
RaaSH L] A gloue 38,2800 38,801 oy e Rtpacdl J s Ui
ooladly coadily 35,2l A2 Jaissf g . at g5 diwn gy S5 e Ll
a5, 2N elldy, Laa Sl Sl Lidy L0y oniidl U LaLial

kYl e b o3 o8] SN ST LY



oY

YA i id g 1’16«1[@1:) Y saadl — a3 4

(h)

(1)

It 13 expressly agreed that the joint venture company shall have the
right and responsibibity to market and sell all Gold and associated
minerals produced hereunder to any persons outside or within the
AR, k. The Joint Venture company shall use its best efforts to
consummate all salcs on the most {avorable terms and conditions as
it may be able to obtain under market condinons prevaiiing at the
sale time.

If and for as long during the period of production operations, there
CXBSIS dn excess capacity 1 facilities which can not during the
pertod of such excess be used by The Joint Venture Company,
EMRA and CONTRACTOR will consult together in order for
EMRA o use the excess capacity 1t so desires without any
Imancial or operational disadvantage to the CONTRACTOR or
foint Venture Compuany.

ARTICLE Vi
RECOVERY OF COSTS AND EXP'ENSES AND
PRODUCTION SHARING

The Jommt Venture Company shall prepare not less than ninety (9
days prior 1o the begmning ol cuch quarter of each {inancial vear
followmg commencement of conmmercat production and furnish in
writing o CONTRACTOR and EMRA i forccast sciting out the
lotal quantity of the vold and associated minerals that Joint Venture
Company  estimates can be produced, sined and  transported
nereunder. during such calendar quanter in accordance with good
minme practices. The Tomt Ventwee Company shall endeavor o
produce each calendar quuarter the Jorecast guantity. The Gold and
dassoctited nunerals produced shall be pliced in storpee facilitices.
dccordme to the Oovermiment reeutations by the fomnt Venture
Company for the purposes o tov ity and other purposes ander the

J2reemicent.
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- (b)

Royalty

A three percent (3%) royalty as applicable under Article IIF (a) of
the total production produced per quarter of refined gold and
refined 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

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
thirty peﬁ:cnt (30%) of all refined gold and refined associated
miner_ﬁls produced from all Exploitation Leases within the Area
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, the price for GOLD published by London Metal Exchange
at the time of sell or equivalent price, shall be used.

{d) 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.

(11} "Explottation Expenditures” shall mean all costs and expenses
for EXPLOITATION and the related portion of indirect
expenses and overheads together with interest as stated in
Article 111 (1} with the exception of Operating Expenditures.
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(ii} "Operating Expenses” shall mean all costs, expenses and
expenditures made after Commercial Production commences
which costs, expenses and expenditures are not normally
depreciable. However, Operating Expenses shall not include
replacement of assets or part of an asset, additions,
improvements, renewals or major overhauling that extend the
life of the asset.

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

(1) "Exploration Expenditures”, including those Expenditures
accumulated prior to the commencement of initial
Commercial Production, which for the purpose of ‘his
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 initrtal Commercial Production commence whichever is
the later date.

(1) "Exploitation Expenditures”, including those Expenditures
accumulated prior to the commencement of initial
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%) percent per annum starting in the Tax
Year in which expenditures are .r.ade and paid for or the tax
year in which initial Commercial Production commences
whichever is the later date.
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(i11) "Operating Expenses”. incurred and paid afier the date of
initial Commerctal Production, which for the purpose of this
Agreement shall mean the date on which the first regular
shi]jment or the first deliveries of GOLD and Associated
Minerals are made, shall be recoverabie in full (100%) either
in the Tax Year in which expenditures are made and paid for
or the tax year in which initial Commercial Production occurs

whichever 15 the laier date.

(1v) To the extent that in a Tax Year, costs, cxpenses or expenditure
recoverabie per paragraphed (i), (i1) and (ii1) preceding exceed
the value of the Cost Recovery GOLD for such tax year, the
excess shall be carrted forward for recovery i the 1¢xt
succceding Tax Year (s) untl fully recovered. but in no casc
after the termination of this Agreement, as  to
CONTRACTOR.

{(v) The recovery of costs and expenses, based upon the rates
referred to above, shall be uallocated to cach quarier
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter
as thus allocated, shall be carned forward for recovery n the
next quarter.

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

actual recoverable costs and expenditures, including any carry
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forward under Article VH (), t0 be recovered in that quarter, then
such Excess in Cost Recovery Gold shall be called "EXCESS
GOLD" and shall be divided between EMRA and The Contractor as
determined in Article VII (h). CONTRACTOR shall 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 (i1) in kind in accordance with Article
VII (a).
() Production Sharing :

The remaining percentage of total production of refined gold and
refined associated minerals after the deduction of Royalty and Cost
Recovery Gold percentages 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%)

() It is expressly agreed that CONTRACTOR'S cost recovery GOLD
under Article VII (¢) and () and also share of GOLD under Article
VII (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, and subject to
its desire, 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.
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"ARTICLE VIII
TITLE TO ASSETS

(a) 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.

(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 title to fixed and movable assets shall be
transferred automatically from CONTRACTOR to EMRA when
its total costs has been recovered by CONTRACTOR in
accordance with the provisions of Article VII or at the time of
termiination 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 each quarter.

[€) All samples provided in article (XIII- b). that shall be transported
by the contractor to EMRA stores annually upon EMRA's
request and technical data shall be transferred annually to
EMRA as  represemative of the GOVERNMENT, upon
EMRA'S request or at the termuination of the Agreement or at
‘the end of agreement whichever is earlier.
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(4} All maps, data and technical reports concermned with this

agreement which prepared inside and outside A.R.E.

(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 all fixed and movable assets referred to above
in connection with operations hereunder or under any other
Concession  Agreement entered into by the partics. 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 cxport at the end of such use,
machinery and equipments which they either rent or lease 1n
accordance with good industry practices, including but not lmited

to the lease of computer hardware and software.

(d) CONTRACTOR and SUBCONTRACTOR shall freely export at the
end of such use machinery and equipment . free of iax and other

duties.
ARTICLE IX
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A.R.E. at which notices shall
be validly served. The General Manager and Deputy General Manager
shall be entrusted by CONTRACTOR with sufficient power to carry out
immediately all local written directions given to them by the Government
or its representatives under the terms of this Agreement. All lawful
regulations 1ssued or hereafter to be issued which are applicable
hereunder and not in conflict with this Agreement shall apply to the
duties and activities of the General Manager and Deputy General

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

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

ARTICLE X
BONUSES
(a) SIGNATURE BONUS:

CONTRACTOR shall pay to EMRA as a signature bonus the sum
eighteen thousands (18000) U.S. Dollars on the Effective Date.

(b) EXPLOITATION LEASE BONUS:

CONTRACTOR shall pay to EMRA as approval of each
exploitation lease the amount in U.S. Dollars that equivalent to the
half percent (0.5%) of the proposed operating budget for the first
year of operation.

(¢) EXPLOITATION EXTENSION BONUS:

CONTRACTOR shal! also pay to EMRA as an approval of the
‘extension of exploitation lease, the amount in U.S. Dollars that
equivalent to the half percent (0.5%) of the proposed operating
budget for the first year of operation.

All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR

ARTICLE XI
CUSTOMS EXEMPTIONS

(a) EMRA, CONTRACTOR, and the Joint Venture Company shall be
permitted to import and shali be exempted from customs duties,
sales tax any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any nature
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{b)

o iy e,

and from the importation rules with respect to the importation of
machinery, equipment, appliances, materials, items, means of
transport and transportation (the exemption from taxes and duties
for cars shall only apply to cars {0 be used in  operations), electric
appliances, air conditioners for offices, fieid housing and facilities,
electronic appliances, computer hardware and software, as well as
spare parts required for any of the imported iems, 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 reguired 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.

Machinery, cquipment, appliances and megns of transport and
transportation imported by EMRA, CONTRACTOR and Joint
Venture' Company's contractors and subcontractors temporaniy
enguged in any activity pursuani 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 (inciuding fees imposed by Mimisterial
Deciston No. 254 of 1993 issued by the Minister of Finance, as now
or hereafter amended or substituted) of any nawre upon
presentation of a duly approved certificate issued by an EMRA
responsible representative nomingted by EMRA for such purpose
which states, that the imported itetns are required for conducting the
operations purstiant to this Agreement. [tems (excluding cars not

fo be used in operations) set out in Article X1 {(a) imported by

EMRA', CONTRACTOR's and Joint Venture Company's
contractars and sub-contractors for the aforesaid operations, in
order to be installed or used permanently or consumed shall meet
the conditions for exemption set forth in Article XI (a2} after being
duly certified by an EMRA responsible representative to be used for
conducting operations pursuant to this Agreement,
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{c)

(d}

i il

The expatriate employees of CONTRACTOR, Jjoini Venlure
Company and their contractors and subcontractors shall not be
entitled 1o any exemptions from customs duties and other ancitiary
taxes and charges except within the limits of the provisions of the
laws and regulations applicable in the AR.E. However, personai
household goods and furniture (ncluding one {1} car} for each
expatriate employee of CONTRACTOR andfor Joint Venture
Company shall be cleared under the "Temporary Reiease System”
(without payment of any customs duties and other anciilary taxes)
upon presentation of a letter to the appropriate customs authorities
by CONTRACTOR or Operating Company approved by an EMRA
responsible representative that the imported tems are imported for
the sole use of the expatriate employee and his family, and that such
imported items shall be re-exported ontside the ARE. upon the
repatriation of the concemned expatriate employee.

ftems imported into the AR.E. whether exempt or not exempt from
customs duties and other ancillary laxes and charges hereunder,
may be exported by the importing party at any time afier obtaining
EMRA's approval, which approval shall not be anreasonably
withheld, without any expori dufics, {axes or charges or any taxes or
charges from which such items have been already exempt, being
applicable, Such items may be sold within the ARE. after
obtaining the approval of EMRA which approval shall not be
unreasonably withheld, In this event, the purchaser of such items

‘shall pay all applicable customs duties and other ancillary taxes and

charges according o the condition and value of such items and the
tariff applicable on the date of sale, unless such items have 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 ta EMRA. In the
event of any such sale under this paragraph {d), the proceeds from
such sale shall be divided m the following manner :
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CONTRALTOR shall be enptitled 0 roimbupsement of s
unrecovered cost. i any, m such itermns and the excess. il any. shall

be putd to EMERA,

() The excmption provided for in Article X1 (2) shall not apply 1o any

()

imported tlems when items of the same or substantially the samge
kind and quaidy are manufactored locally mecting CONTRACTORS
and/or Joint Venlure Company's specifications for quality  and
safety and are avalable for tmely purchase and delivery in the
AR.E. at a price not higher thun ten percent {10%) more than the
cost of the imported item, before customs dutics bul after freight

and msurance costs i any have been added.

CONTRACTOR, EMRA und their respective buvers shall have the
right to freely export the GOLD and Associated minerals produced
from the Arca pursuant (o this Agreement: no hicense shall be
required, and such GOLD shall be cxempted from any customs
duties. uny taxes, levies or any other umposts i respect of the

export of GOLD and Associated minerals hereunder,

ARTICLE XI

BOQOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) EMRA, CONTRACTOR uand Joint Vemture Company shall each

mainiain &l thelr business offices in the A.R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" und
accepted  accounting practices gencrally used in the muning

i

industry, and such other books and records as may be necessary 1o
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show the work performed under this Agreement, inciuding the
amount and value of all GOLD and Associated minerals produced
and saved hereunder. CONTRACTOR and foint Venture Company
shall keep their books of account and accounting records in Umted

States Dollars.

The Joint Venture Company shall fumnish 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
repmsentatﬁre within thirty (30} days after the end of the month

covered in the reium.

{b}y The aforesaid books of account and other books and records referred

(c)

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

CONTRACTOR shall submit to EMRA a Profit and Loss Statement
of #s Tax Yesr not later than four {4 months afier the

commencement of the following Tax Year to show its net profit or

loss from the mining operations under this Agreement for such Tax

Y ear:

CONTRACTOR shall at the same time submit a year - end Balance
Sheet for the same Tax Year to EMRA. The Balance Sheet and
financial statements shall be certified by an Egyptian centified
accounting firm accepted by EMEA.
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ARTICLE X111
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or Joint Venture Company shall prepare and,
at all times while this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR
and/or Joint Venture Company shall furnish the GOVERNMENT
or its representative, in conformily with applicable regulations or as
the GOVERNMENT or its representative may reasonably require
information and data concemning its operations under this
Agreement. Joint Venture Company will perform the functions
indicated in this Article XIII in accordance with its role as specified
in Articte VI of Apnex 1.

(b) CONTRACTOR and/or Joint Venture Company shall save and keep
for one vear - a represeptative portion of each sarpie of cores and
cuttings taken from drilling, 1o be disposed of, or forwarded lo the
GOVERNMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR andfor
Joint Venture Company for their own purposes shall be considered

available for inspection at any reasopable time by the
GOVERNMENT or i3 representatives.

(¢) Unless otherwise agreed to by EMRA, in case of exporting any rock
samples outside ARE., samples equivalent in size and quality
shail, before such exportation, be delivered 0 EMRA as
representative of the GOVERNMENT.

{d) 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 AR.E. may be
exported if ‘2 monitor or a comparable record, if available, is
maintained in the A.R.E. and provided that such exports shall be
repatriated to ARE. promptly following such processing or
analysis on the understanding that they belong t0 EMRA.
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{e)

{f)

{g}

(h)

YA R A ¥ () YU il - L B

In the period during which the CONTRACTOR is conducting the
Exploration operations, EMKA’ duly authorized representatives or
employees shall have the right to full and complete access to the
Arca at all reasonable times with the right to observe the operations
being conducted and to inspect all agsets, records and data kept by
CONTRACTOR. EMRA’s representative, in exercising #8 nighis
under the preceding sentence of this paragraph {e). shall not
interfere with CONTRACTOR's operations,

CONTRACTOR shall provide EMRA with copies of any and all
data {including, but not limited lo, 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 quarterly and annual
technical reports or as per EMRA'S request. |

All these data shall be conhdential and shall not be divuiged by
EMRA without the written consent of CONTRACTOR whiie this
Agreement is in force during Exploration periods. For the purpose
of obtaining new offers, EMRA may show any other party
geophysical and geological data (such data to be not less than one
(1) vear old unless CONTRACTOR agrees to a shorter penod,
which agrecment shall not be unreasonably withheld, however,
EMRA may at any time show another party such data directly
obtained over or acquired from those paris of the Area which
"CONTRACTOR™ has relinquished as jong as such data 1s not less
than one (1) yedr old,

EMRA and CONTRACTOR shail at all times cooperate fully and
use their best efforts to acquire for their mutual benefit any data
which relates to the Areas in possession from any other person of
enfity.
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ARTHCLE X1V
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR'S Exploration
operations and shall indemnify the GOVERNMENT and/or EMRA
against 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 uand Joint Ventwre Company shall ke all proper
measures, according to generally accepted methods in use 1 the runing
industry to prevent loss or waste of GOLD above or under the ground in
any form during Exploitation operations. EMRA has the right to prevent
any operation i any mine that it might reasonably expect would result i
foss or damage 1o the mine.

ARTICLE XVI
RESTORATION, REHABILITATION AND POLLUTION

CONTRACTOR shall be responsible for reasonable restoration and
rehabilitation of the surface of the Exploration Areas, Exploitation Areas
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,
shall aiso take all reasonable measure to conirol and minimize the effects
of harmiul poliutions and contarmumation to the extent practically
passibie,

- All surface and groundwater resources, if any should be handled in way
to avoid any kind of harmful poltution.

- Such restoration and control shall be accomplished in a manner
consistent with good international practice in the mining industry,
giving due regard to the health and safety of the public.
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ARTICLE XVH
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such representalives may examine the books,
registers and records of EMRA, CONTRACTOR and Joint Venture
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Joint Venture Company on the condition that no
danger or impediment o the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTTOR or Jomnt
Venture Company 50 that none of the activinies shali endanger or hinder
the safety or efficiency of the operations. CONTRACTOR or Joint
Venture Company shall offer such representatives all privileges and
facilities accorded o s own emplovees m the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
fumished housing while they are in the ficld for the purpose of
facilitating the objectives of this Asticle. Without prejudice to Article
XIIT (¢} any and all information obtained by the GOVERNMENT or its

representatives under this Article XVIE shall be kept confidential with
respect (o the Arca
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ARTICLE X VIl
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(2) It is the desire of EMRA and CONTRACT OR that operations

hereunder be conducted 1in 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 conduct of the operations
hereunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministerial Order No. 280 of
1981 ‘as amended, and CONTRACTOR agrees that all
immigration, passport, visa and employment regulations of the
A.R.E., shall be applicable to all alien employees of
CONTRACTOR working in the A.R.E.

(2) A minimum of twenty-five percent (25%) of the combined
‘salares and 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

employees and determine the number thereof, to be used for

operations hereunder.

(c)

CONTRACTOR shall after consultation with EMRA, prepare and
carry out specialized training programs for all it's A.R.E. employees
engaged in operations hereunder with respect 1o applicable aspects
of the mining industry. CONTRACTOR and Joint Venture
Company undertake to replace gradually their non-executive

expatriate staff by qualified nationals as they are available.
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(d)

(f)

Training during Exploration periods :

In each financial year of exploration period/s, an amount in U.S.
Dollars that equai to one percent (1%) of the Annual Exploration
Expenditures or the sum of thirty thousands (30,000) U.S Dollars,

whichever is higher, shall be allocated by the Contractor as an

Exploration Training Budget for EMRA’S personnel.

This exploration training cost shall be recovered as Recoverable

Exploration Cost .
Training during Exploitation periods :

In each financial year of exploitation period, an amount in US
Dollars that equal to half percent (0.5%) of the Annuai
Exploitation and Operating Expenditures shall be allocated by Joint

Venture Company as an Exploitation Training  Budget for

EMRA’S personnel.

This exploitation training cost is considered as Recoverable

Exploitation Expenditures.

Training programs shall be anangﬁd and organized by the Contractor
or Joint Venture Company at EMRA’S request. In the event that the
total cost of such programs is less than the allocated training
budget, the difference shall be paid n cash-by Contractor’ Joint
Venture Company to EMRA. However, and subject to EMRA’s
request, EMRA shall have the right to take the whole or part of

allocated amount for traiming , in cash.
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ARTICLE XIX
LAWS AND REGULATIONS

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

(b)

(c)

No. 86 of 1956 and the regulations issued for the implementation
thereof, including the regulations for the safe and efficient
performance of operations carried out for the execution of this
Agreement and for the conservation of the GOLD resources of the
AR.E. provided that no regulations, or wmodification or
interpretation thereof, shall be contrary to or inconsistent with the

provisions of this Agreement.

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

environment.

Except as provided in Article III for Income Taxes, EMRA,
CONTRACTOR and Joint Venture Company shall be exempted
from all taxes and duties, whether 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 wany income to the shareholders of
CONTRACTOR, CONTRACTOR stall be exempted from any tax

on capital including any tax on real estate.
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(d)

The rights and obligations of EMRA and CONTRACTOR under,
and for the effective term of this Agreement shall be governed 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 partics and according to the same procedures by
which the original agreement has been issued.

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

(f)

(g)

(a)

Venture Company shall be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which are
duly issued by the GOVERNMENT apply from time to time and
are not in accord with the provisions of this Agreement, such
regulations shall not apply to CONTRACTOR, Joint Venture
Company and their respective contractors and subcontractors, as the
case may be.

EMRA, CONTRACTOR, Joint Venture Company and their respective
contractors and subcontractors shall for the purposes of this
Agreement be exempted from all professional stamp duties, imposts
and levies imposed by syndicates laws with respect to their
documents and activities hercunder.

Al the exemptions from the application of the ARE. laws or
regulations granted to EMRA, CONTRACTOR, Joint Venlure
Company, their contractors and sub-contraciors under this
Agreement shall include such laws and regulations as presently i
effect or hereafter amended or substituted.

ARTICLE XX
ASSIGNMENT

Neither EMRA nor CONTRACTOR may assign to a person, firm or
corporation, in whole or in part, any of its rights, privileges, duties
or obligations under this Agreement either directly or indirectly
without the written consent of the ‘‘overnment and in all cases of
priority shall be given ‘> EMRA if it s0 desires to obtain the interest
intended to be assigned subject to paragraph (¢) of this Article.
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(b) To enable consideration to be given to any request for such consent

the following conditions must be fulfilled:

(1) The 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 inciude provisions stating
precisely that the assignee is bound by al’ 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
mstrument 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.

(c} Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article (XX) shall be free of any
transfer, capital gain 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.

(d) Aslong as the assignor shall hold any interest under this
Agrecment, the assignor together with the assignee shall be jointly

and severally liablc for all dutics and obligations of CONTRACTOR

under this Agreement.
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(¢)

(1)

(a)

Once the assignor and a proposed third party assignee, have
agreed the final conditions of an assignment, the assignor shall
disclose such final conditions ina written notification to EMRA.,
EMRA shall have the nght to acquire the interest -intended to be
assigned, if, within sixty (60) days from assignor's wntten 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 assignto the
proposed third party assignee, subject to the GOVERNMENT
approval under Paragraph (a) of this Article (XX).

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

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the nght to cancel this Agreement
by Order or Presidential Decree, with respect io CONTRACTOR,
in the following instances:

1) 1If 1t knowingly has submilted any false slatements to the
GOVERNMENT which were of a matenal consideration for
the execution ot this Agreement;

2) If 1t assigns any interest hereunder contrary to the provisions of
Article XX;
3) If 1t 1s 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.
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(b)

3) Ot ntentionally extracts any muneral other than GOLD and
assoctgted minerals not authortzed by this Agreement or without
the authority of the GOVERNMENT, except such extractions us
may be unavordable as the result of the operations conducted
herewnder in accordance with accepted GOLD industry practice
and which shall be nouified to the GOVERNMENT or its

representaiive a8 soon as possibie,

6) I 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 1930, which are not contradicted by the provisions of this

Agreement.

Suctt cancellation shall take place withodt prejudice to any
righis which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, m  the ovent of such  canceilation,

CONTRACTOR, shall have the nght to remove from the Area

all s personal property.

If the GOVERNMENT deems that one of the afore Said causes
(other than a force majeure cause referred to in Article XXII) exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety {90} day wntien notice personally served
on CONTRACTOR'S General Manager in the legally official
manner and receipt of which 18 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 vahd scrvice upon
CONTRACTOR. If at the end of the Said ninety (90} day notice
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(a)

(b)

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

ARTICLE XXII
FORCE MA JEURE

The non-performance or delay in performance by EMRA and

CONTRACTOR,.UI' either of them of any obligation under this
Agreement shall be excused if, and lo the extent that, such non
-perfannﬁnc& or del'ay is caused by force majeure. The period of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done during
such ﬂelay, shall be added to the time given in this Agreement for
the performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks affected by

"Force Majeure”.

"Force Majeure” within the meaning of this Article XXII, shall
include, but not be limited to any act of God, insurrection, riot, war,
and other labor disturbance, fires, floods or any cause not due to the
fault or negligence of EMRA and CONTRACTOR or either of
them, whether or not similar to the foregoing, provided that any

such cause 1s beyond the reasonable control of EMRA and
CONTRACTOR, or either of them.
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(d}

(a}

{b)

Without prejudice to the above and except as may be otherwise
srovided herein, the GOVERNMENT shall incur no responsibility
whatsoever t¢ EMRA and CONTRACTOR, or either of them for
any damages, restrictions or loss arising in consequence of such
case of force majeure. |

If the force 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 minety
(90 day prior written notice to EMRA to terminate its obligations
hereunder without further Hability of any kind.

~ ARTICLE XXHI
RIGHT OF REQUISITION

In case of national emergency due to war or imminent expectation of
war of intemal causes, the GOVERNMENT may requisition ail or
part of the produchion from the Area obtained hereunder and require

The Joint Venture Company fo increase such production to the

ptmost  possible maximum. The GOVERNMENT may also
tequisition the GOLD Mine (3) itself and, if necessary, related

facihnes.

In any such case, such requisition shall not be effected except aftex
inviting EMRA and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their
views with rﬁsﬁmt to such requisition.

{c) The requisition of production shall be effected ﬁy Ministerial Order.

Any requisition of the GOLD mirpe (s), or any related facilities shall
be effected by a Presidential Decree duly notified to EMRA and
CONTRALCTOR.
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{(d} In the event of any requisition as provided above, the GOVERNMENT
shall indemmnify in full EMRA and CONTRACUTOR for the period
during which the requisition is maintained, including:

I - All damages which result from such requisition; and

2 - Full repayment each month for all GOLD and associated
minerals faken by the GOVERNMENT less the royvalty 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 iﬂ accordance with Articie Vi {{Z)Lr

ARTICLE XXIV
DISPUTES AND ARBITRATION

{a) Any ;:iiaputﬂ, controversy or olam ansing out of or relating o this
Agreement or the breach, termrnation or mvahdity thereof, between
the GOVERNMENT and the parties hereto shall be referred 1o the

jurisdiction of the appropriate ARE. Courts and shall be finally

settiedd by such Courts according 1o the Egyptian law.

(b} Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof bstween
EMRA and CONTRACTOR shall be settied by arbitration mn
accordance with the Arbitration Rules of the Cairo Regional Center
for Intermational Commercial Arbitration (the Center) in effect on
the date of this Agreement. The award of the arbitrators shali be
final and binding on the parties.
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{C)

The number of arbitrators shall be three (3).

{d} Each party shall appoint one arbitrator, If, within thirty (30) days

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

{e) The two arbitrators thus appointed shall choose the thrd arbitrator

)

(2)

who will act as the presiding arbitrator of the tribunal. If within
thirty (30} days after the appointment ¢of the second arbitrator, the
iwo 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 in The Hague- Netherlands to
designate the appointing authority, Such appegﬂting authority shall
appoint the pﬁ:ﬁidiﬁg arbitrator in the same way as a sole arbitrator
would be appointed under Arsticle 63 of the UNCITRAL
Asbitration Rules. Such presiding arbitrator shall be a person of 2
ﬂﬂti{:}riﬁﬁt}’ other than the ARE. or the couniry 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 imterest in the mining business of the
signatories hereto.

Uinless otherwise agreed by the parties (o the arbitration, the

_arbitration, including the making of the award; shall take place m

Cairo, ALRE.

The arbitral award rendered shall be final and binding upon the
parties including the expenses of the arbitration and related 1ssues,
The execution of the arbitral award before competent court
accarding to the Egyptian law,



Yo AR Lip Y1 3 () YN ol = T Jhaag MY

Glpdlt i > sl s Bl ik gl e gl 5080 Gy ()

o a3 3 G ) LY ada Lo pail o1 ¢ RSV e oy A pal]
Aol Tl il Sl 02s9 L (SE A (Sl

LT Y PP W | ESUWRIP, DR P 3 PH S PRV (PR TNTII TSR 08

alUedt JF UM S oot g8 old o adle syl koW il

Lotk f Lol 5] L YT Latitadgy glams 5l oo Lan 0

Gy BN (I ) dshyld Uil (it pud o8F oy Ld Sy

R porors Kzl l (STl I U WL 5l B0 Ede il om0
A yadl s
(g ettty Sussqliadl Dall!)
il o'W el gl

corst SR Tl Lol cldindly LVl Olalll 58 e ()
paefuibt oy ¢ Leplom ¥ dpitlosd oy Mg LS i
LSt o I 533 Ll s Al oi s i o Gy Y T
oy 38,5 o Jlgal 3,8 1 olsuid
s i3y Wt s (31 gl i) Tl o Liasl o yiae IS iy (00)
OO O] [PPSR RPUOUI C RPN -Co N IR L I8 [ e | POy P
REFUN W U N IC R FPUR, FPEX-S PRI SYPL DUR JPUTE § 33 VY
Sl Lok o Y LS (g 1 ol 2,8 3 sl aa
ot o 51 51U ol ool o Liaall Gy ad s Yy g o plalE
\LAPS ST r&-"‘i Goeks oo JlBE imrs g0 o s ol
ALt VAAY G
Joall e Lons] pvar iy, szt o 28T a0, K0 JoWRI WS 15] Dl 3 ()
o ekl B OLLIL BT 3 fualiane (el oo iias (Aswsone

b

A ea b ke



LR R

YA i B ¥1 3 () YV sl = G S B 4

{f)

(1)

(b}

P, plelsieyiylpbipl nblrbinleelfy Sl m—

Egyptian Law shall apply 10 the dispute except that in the event of
any conflict between Egyptian Laws and this Agreement, the
orovistons of this Agreement (including the arbutration 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 cannol take
place, all disputes, controversies or claims arising out of or relating
to this Agreement or the breach, termination or tnvalidity thereof
shall be settied by and hoc arbitration agreed by the parties in
accordance with the UNCITRAL Rules in effect on the Effective
Date. And if ad hoc arbitration can not take place, ail disputes shall
be settied by the appropriate A R.E. Courts.

ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of EMRA and
CONTRACTOR hereunder shall be several and not jomt or
collective, it being understood that this Agreement shall not be
construed as constiuting an  association or corporation or
partnership.

Each CONTRACTOR Member shall be subject to the laws of the
place where it is incorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.

Each CONTRACTOR Members shares of capital which are
entirgly held abread shall not be negotiable in the A R.E. and shall
rot be offered for public subscription in the ARE. nor shall be
subject to the stamp tax on capital shares nor any {ax or duty in the

- ARE. CONTRACTOR shall be exempted from the application of

{c)

Law No. 159 of 1981 as amended.

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

shall be jointly and severally liable 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 prionty to local contractors and subcontraciors, 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
subcontractors by more than ten percent (10%).

(b) Give preference to locally manufactured material, equipment,

machinery and consumables as long as their-quality and time of
delivery are- comparable to intermationally available material,
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
Company's operating base in A R.E. is more than ten percent {(10%)

 higher than the price of such imported items before customs duties,

but alter transportation and insurance costs have been added.
ARTICLE XXVH
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts of

A.R.E. be referred to in construing or interpreting this Agreement;
provided however, that in anjr arbitration pursuant to Article XXIV
herein above between EMRA and CONTRACTOR the En glish and
Arabic versions shall both be referred to as having equal force in
construing or interprefing the Agreement.
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ARTICLE XXVl
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 RE, GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a iaw s issued by the competent authorities of the ARE.
authonizing the Munister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
counfervailing Governmental enactment, and the Agreement is signed by
the GOVERNMENT, EMRA, and CONTRACTOR,

THANI DUBAL MINING,

Y L
E - i el bl ey o' D e ey Copl o el oy v bl e e e e ey i ey . o ] e [FTyR 1 kgl el P s A

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
| ) R ——— e s

ARAB REPUBLIC OF EGYPT
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ANNEX "AY
CONCESSION AGREEMENT
BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMERA)

AND

THANI DUBAI MINING COMPANY

IN
WADI KARRIM AREA,
EASTERN DESERT,
ARE,
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

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

- The Concession Arsa measures approximately eight thumslreds and
thixty ~ five square kilometers (835 km?). It is composed of alf or part
of Exploration Blocks, the whole Blocks are defined on a three (3)
mitnutes latitude by three (3} minutes longitude gnd.

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

25 59
15" 59

25° 49
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ANNEX "B"
[llustrative Map Showing 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
THANI DUBAI MINING COMPANY
IN
WADI KARRIM AREA,
EASTERN DESERT,
A.R.E.

Anncx "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 to be only illustrative and provisional and may not show
accurately their true position 1n relation to existing monuments and

geographical features.

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

STTER OF GUARANTY NO. CAIRO 2007

THE EGYPTIAN MINERAL RESQURCES AUTHORITY
Gentlemen,

The Undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the Egyptian Mineral Resources Authority { hereinafter
referred to as " EMRA")} to the limit of three hundred and sixty
thousands ($360,000) U.S. Dollars, the performance by THANI]
DUBAT MINING (hereinafter referred to as (TIDM]} of its obligations
reguired for Exploration operations to spend a minimum four
hundred and sixty thousands ($360,000) U.S. Dollars durmg the first
vear of the Exploration period under Ariicle IV of that certain
Concession Agreement (hereinafter referred to as the "Agreement™)
covering that Arga described in Annexes "A" and "B" of Said
Agreement, by and between the Arab Republic of Egypt {(hereinafter
referred to as "A.R.E"), EMRA and TDM, dated —-----s--mmmmrm

It is understood that this Guarapty and the hability of the Guarantor
hereunder shall be reduced quarterly, during the period of
expenditure of Said three hundred thousands and sixty thousands
($360,000) U.S. Dollars by the amount of money expended by TDM
for such Exploration operations during each such quarter. Each
such reduction shall be established by the joint written statement of
TDM and EMRA.

In the event of a claim by EMRA of non-performance or surrender
of the Agreement on the part of CONTRACTOR prior 1o fullillment
of Said minimum expenditure obligations under Article IV of the
Agreement, there shall be no liability on the undersigned  Cruarantor
for payment to EMRA unless and untif such habriity has been
established by written statement of EMRA setting forth the amount
due under the Agreement.
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It is a further condition of this Letter of Guaranty that:

1 - This Letter of Guaranty will become available only provided that the
Guarantor will have been informed in writing by TDM and EMRA
that the Agreement between .........., AR E. and EMRA has become
effective according to s terms, and Said Guaranty shall become

cffective on the Etfective Daie of Said Agreement.

2 - This Letter of Guaranty shall 1n any event automatically expire on

whichever carlier date
{a) Eighteen {18) months after the date it hecomes effective, or

(b} At such time as the total of the amounts shown on quarterly jornt
statemnents of EMRA and TDM cguals or exceeds the amount of
Said minimum expenditure obligation,

3 - Conseguently, any claim, in respect thereof should be made fo the
Guarantor prior to either of Said expiration dates at the latest
sccompanted by EMRA'S wntien statement, setting {orth the amount
of under-expenditure deficiency by TDM to the effect that:

- TDM has {aled to perform s expendiiure obligations referred to
tn thig Guaranty, and

~ TDM has failed to pay the expenditure deficiency to EMRA.

Please return to us this Letter of Guaranty in the event it does not
become effective, or upon the expiry date.

Yours Faithiully,
ACCOUNLANT [ ——mmmmmww s mm e s e

»>
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ANNEX "D"
CHARTER OF JOINT VENTURE COMPANY

ARTICLE ]

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

The Company 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.

ARTICLE I}

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

ARTICLE 111
The Head Office of Joint Venture Company shall be in the ARE..

ARTICLE IV

The object of Joint Venture Company is {0 act as the agency through
which EMRA and CONTRACTOR, carry out and conduct the
Exploitation and further Exploration operations required in accordance
with the provisions of the Agreement signed on the ----- day of
e - 2007 by and between the Arab Republic of Egypt, The
Egyptian Mineral Resources Authority and CONTRACTOR covering
Expioitation operations in Wadi Kareemn: AREA, descnbed therem,

The Joint Venture Company shall be the agency to 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
Programs and Budgets approved in accordance with the Agreement,

The Joint Venture Company shall keep aceount of all costs, expenses and
expenditures for such operations under the erms of the Agreement and
Annex "B thereto
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The Joint Venture Company shall not engage in any business or
undertake any activity beyond the performance of Said operations unless
otherwise agreed upon by EMRA and CONTRACTOR.

ARTICLE ¥V

The authorized capital of Joint Venture Company is twenty thousand
(20,000) Egyptian Pounds divided into five thousand shares of common
stock with a value of four Egyptian Pounds per share having equal voting
rights, fully paid and non-assessable. EMRA and CONTRACTOR shall
each pay for, hold and own, throughout the life of Joint Venture
Company, one half {1/2) of the capital stock of Joint Venture Company
{2500 shares for EMRA and 2500 shares for TDM )provided that only in
the event that either party should transfer or assign the whole or any
percentage of its ownership interest in the entirety of the Agreement, may
such transferring or assigning party transfer or asslign any of the capital
stock of Operating Company and, in that event, such transferring or
assigning party (and its successors and assignees) must transfer and
assign a stock interest in Operating Company equal to the transferred or
assigned whole or percentage of its ownership interest in the entirety of
the Said Agreement.

ARTICLE VI

The Joint Venture Company shall not own any right, title, 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 m 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.
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ARTICLE VI

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 s the resull of the
decision or judgment of EMRA, CONTRACTOR or EMRA and
CONTRACTOR, as may be required by the Agreement. B

ARTICLE Vi1

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 a2 Managing Director, CONTRACUTOR shall
designate the General Manager who shall aiso be a Managing Divector.

ARTICLE IX

Decisions of the Board of Directors shall be valid if a majority of the
Directors are voted and any decision taken 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.

ARTICLEX

Assembly meetings of the Sharehoiders 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 Shareholders
owning or representing a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of Joint Venture
Company employed directly by Joint Venture Company and not assigned
thereto by CONTRACTOR and EMRA.
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The Board shall, in due course, draw up the By-Laws of Joint Venture
Company and such By-Laws shall be effective upon being approved by
a GUeneral Meeting of the Shareholders, in accordance with the provisions

of Article X hereof.

ARTICLE X1l

The Joint Venture Company shall come 1nto 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 Sard Agreement, including any renewal thereof.

The Joint Venture Company shall be wound up 1f the Agreement referred

to above is terminated for any reason as provided for therein.

THANI DUBAI MINING,

N

THE EGYPTIAN MINERAL RESOURCES AUTHORITY

3
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS
(a) Definitions: |

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

this Accounting Procedure and have the same meanings.

(b) Statements of activity:

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

(2)

render to EMRA within thirty (30) days of the end of each
calendar quarter a Statement of Exploration Activity reflecting
all c_hargé:s and credits related to the Exploration Operations
conducted in any. portton of the Area not converted into an

Exploitation Lease for that quarter summarized by appropriate

classifications tndicative of the nature thereof,

Following 1ts coming into existence, Joint Venture Company
shall render to EMRA and CONTRACTOR within fifteen (15)
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.
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(c) Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant Lo

(2)

Article T (b) (1) of this Annex shall conclusively be presumed

to be true and correct after three (3) months following the
receipt of each Statement by EMRA unless within the Sad
three (3) months EMRA takes wntien exception thereto
pursuant to Article IV (j) of the Agreement. During the Said
three (3) months period supporting documents will be avaiiable

for inspection by EMRA during all working hours.

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

sub-paragraph.

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

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

()

{8)

CONTRACTOR'S books for Exploration and Joint Venture
Company's books for Exploitation and Exploration, if any, shall be
kept in the A.R.E. in U.S. Dollars.

All U.S. Dollars expenditures shall be charged in the amount
expended. All Egyptian Pounds expenditures shall be converted 1o
1J.S. Dollars 2t 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 shali be
transiated to LS. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited, Loudon
at 1030 am. GMT., on the first day of the month in which
expenditures are recorded. A record shall be kept of the exchange
rates used in transiating Egyptian Pounds or other non-U.S Dollars
axpenditures to U.S. Dollars.

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.

Revision of Accounting Procedure:

By mutna) agreement between EMRA and CONTRACTOR, this
Accounting Procedure may be revised in writing from time 10 time
in the light of future arrangements.

Ne Charge for Interest on Investment:

Without prejudice to Article Il (h) of this Agreement, Interest oo
investment or any bank fees, charpes 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 11
COSTS, EXPENSES AND EXPENDITURES

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

(a) Surface Rights:

All direct cost attributable tc the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force for
the Area. - ,

(b) Labor and Related Costs:

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

For the purpose of this Article II (b) and Article II (¢} of this
Annex, salartes and wages shall mean the assessable amounts
for A.R.E. 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 expatnate émplnye:es permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;

2. Cost of established plans; and
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3. Ali 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
transferning 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 IT (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 II (i}, Article II (k) (1) and Article II (k)(3) of this
Annex.

However, salaries and wages during vacations, sick leaves and
disabihity are covered by the foregoing percentage. The

percentage outlined above shall be deemed to reflect

CONTRACTOR's actual costs as of the Effective Date with
regard to the following benefits, allowances and costs :

. Housing and Utilities Allowance.

. Commodities and Services Allowance.
- Special Rental Allowance.

Vacation Transportation Allowance.
Vacation Travel Expense Allowance.

. Vacation Excess Baggage Allowance.

. Education Allowances {Children of Expatﬁaiﬁ Employees).

. Hypothetical U.S. Tax Offset {which results in a reduction of
the chargeable percentage).
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9. Storage of Personal Effects.
10. Housing Refurbishment Expense.
11. Property Managemﬂlit Sﬂrvice Feaé.
12. Recreation Allowance.
13. Retirement Plan.
14, Group Life Insurance.
15. Group.Medical Insurance.
16. Sickness and Disability.
17. Vacation Plans Paid (excluding Aliowable Vacation Travel
E.xpeﬁses)'.
18. Savings Pl'an;
- 19- Military Service Allowance.
20. F1.C.A.
21. Workman's Compensation.
22. Federal and State'Unemployment Insurance.
23. Personnel Transfer Expense.
24. National Insurance

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

The percentages outlined above shall be reviewed at intervals
of three (3) years from the Effective Date and at such time
CONTRACTOR and EMRA will agree on ncw percentages to
be used under this paragraph. |



Y. Ammy ’f“iws (&:M Y% J.uﬂ—w_,ﬂ m.,li

TP Tl

" :..,.ff....ﬁ PLNEYS Ik EX CNRY % TN - | JO7,' TP 1
RESPRNE PR LRI L {3 WA PR DU 51 O, PRUCIOW BRI LE
il oSy« tebl S50 L5HE SV g U] iy ]
Ny path Lol el JUidY CaSG o YT 508 ¢ Ll
- aadls ga SRS 3,8 sl ey
YA TS ¢ Rl Rt ot k] b ] 0D k] Tmidly (V)
At gbald 0dB L1 Y gp LBy s LIS U5 1l Bl IS,
ol G GRS ada Jata¥y | 5l gt 5,00 L0t sl G
Saldi ads e (¥ () 5,801 5 2y o Lo o Lty Tdluial 2,00
gedd] s 3 Ratal!
St 4l 5l Ui L b} LST,22%1 o Uil R (£}
oo Bl RAST e ot ity o Zmn Sl Sl gl e Loy il
A (1) o) LA dde o gain 50 ULiS5 Jyely S
Bali o (F) () ,.ws_, (V) (@) 3l (b 5ty (¥} (o)
gl Lia g 2ot
s ol TR T ATy omaila o1 bWl i agy Wl ()
Bt ol e Salaad! Ut o¥adly  SLaYE Jadl el 5 oLt
[SETR SPWRES DTN I I W PR FCR T g0 R VAT JORS U, ¢
ni pa () ) §kills (V) () 3iidly (b ity (V) (o) i
Padacs 105 ailys Raddhl Al SU qannsfy | Gl i g tall 50l
o] Lo (8 Lo gbouns 098Gy AT AT Gl Bl YT e by
§opor o el ot ity Rasdd (gt 3 oy B1H oY1

141



VEV YA R i YV 5 () Y sl = e 3 S

Revisions of the percentages will take into consideration
variances In costs - and changes in CONTRACTOR's
mternational policies which change or exclude any of the above
allowances and benefits. The revised percentages will reflect as
nearly as possible CONTRACTOR's actual costs of all its

established allowances and benefits and of personnel transfers.

(3) For expatriate employees temporarily assigned to Egypt all
altowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead ﬂlther than what is

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

(4) Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmental authority which are
applicable to labor cost of salanes and wages as provided under
Article II (b) (1), Article II (b} (2), Article I (1), Article II (k) (I}
and Article II (K) (3) of this Annex.

(c) 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
A.R.E., ali as chargeable under Article II (b} (1), Article H (i),
Article IT (k) (1) and Article II (k) (3) of this Annex. Severance pay
will be charged -at a fixed rate applied to payrolls which will equal an

amount eguivalent to the maximum liability for severance payment
as required under the A.R.E. Labor Law.
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{d)} Material

Material, cquipment and Eupphﬂﬁ purchased or furmshed as such by
CONTRACTOR or Joint Venture Company.

{1} Purchases:

{2)

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 al discounts actually
received,

Material Furnished by CONTRACTOR:

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

1. New Material {Condition A"}

New Material transferred from CONTRACTOR'S or
CONTRACTOR'S Affiliated Companies warechouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than international prices for
material of similar quality supplied on similar terms,
prevatling 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 {7 ‘i%)
of the price of new material.

) Material which cannot be classified as Condition "B" byt
which 18 serviceable for original function but substantially
not suitable for reconditioning, shall be classed as
Condition "C" and priced at fifty percent (50%) of the price
of new material.
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¢) Material 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 adjustment
has been received by CONTRACTOR from manufacturers or

their agents.

(e) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and supplies necessary

for the conduct of CONTRACTOR'S or Joint Venture

Company's activities.

(2) Business travel and transportation eipenses 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.

Employees transportation and relocation costs for national

employees to the extent covered by established policies.

(f) Services:

(1} Qutside services: The costs of contracts for consultants, services

and utilities procured from third parties.
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{2} Cost of services performed by EMRA or by CONTRACTOR, or
their Affiliated Companies in facilities inside or ouiside the
A.R.E. Regular, recurring, routine services, such as inferpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EMRA andfor CONTRACTOR or their Affibated
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 negotigted 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 Affiliated Companies
rates shall not include any administrative or overhead costs
other than what is mentioned in Anicle II (k) {2} of this
Annex,

{g) Damages and Losses:

All costs or expenses, necessary 1o replace or repair damages of
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Joint Venture
Company through the exemise of reasonable diligence.
CONTRACTOR or Joint Venture Company shall furnish EMRA
and CONTRACTOR written notice of damages or losses incurred
excess of ten thousand ($10,000) U.S. Dollars per occurrence, as

soon as practicable after report of the same has been received by
CONTRACTOR or Joint Venture Company.
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thl Insurance and Claims:

The cost of any public hiability, property damage and other insurance
against hiabihities 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 msurance or claim collected, less the actual cost of making
a clairn, shall be credited against operations.

If no msurance 15 carried for a particular risk, in accordance with
good international Mining practices, all related actual expenditures
mcurred and paid by CONTRACTOR or Joint Venture Company in
settlement of any and all losses, ¢laims, damages, judgments and any
other expenses, including legal services.

(i) Indirect Expenses: o

Camp overhead and facilities such as shore base, warehouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general emplovees
indirectly serving the Area.
{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 hercinafter 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
Dy any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
acttons or claims affecting the interests hereunder shall be handled
by the legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing such services
may be made to operations.



¥ oA R i ¥V 3 () Y% sl = T M2

Al n - e

: duggoxdly dudlaad! 841031 calhy pall (&)

SCAUFIRTHCRUERN S R R ORI F O IR RS

I (RO L SURCR L PIPLATS PRTT- N TP PPt TV AN PR |
Wi dF i « Towbie a3 518 LIS« Ligd o i s s
o dde popemin b Lo go0 b LmilSS Jadt I Jidt sl
Jolll b gn ol s s 2ienlyy « Sl Ma e (D) Lstadt 5ald
Lo o0 o e ada 505,00 Lsasse Rl Tiga psdl]

Gl e e 2l 35U s {00Y A0 3 ads et

i Al g o 25U Jlal) Rca paadly By ¥ Uy pead] Juif (¥)

o 178 Y BT 0 R it il JnS ol o Dol Olhaay
Jiliald dgo pmally R sV iy pad! Jusk Y oy et Gk g g
o Gldes o g b doudl Ollany b dgppr o)
AL 5 petn dak wtr@fuu,_;ﬂg ¥y A8l 5,0 Ly g
slhald Lo gmalls Lo, 5Y S bl dis Junlll U 0 5 320
JAlat! Loz, 0t il g LY Al La$y g b
ST PRI S [ 51 ACE U PR Pr: B PR | § | PNSPRPS Y PP

c 3 Ll Lgudaiy 3L

okt il sy 1 d iz (4
S by S8 U RJU JSLALT s B SERI{Y)

bl Yy adanlly sl Je dpad] ol 23 (Y
bl 0 Rt 5 My Uil BSYE 2 2Ly ol (£)

Yo




VoY YA Bed TV 5 () 1Y skl - e Ui A

(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR is conducting Exploration operations, the
cost of staffing and maintaining CONTRACTOR'S head office
in the A.RE. and/or other offices established in the AR.E. as
appropriate other than field offices which will be charged as
provided in Article I {i) of this Annex, and excepting salanies of
employees of CONTRACTOR who are temporanly assigned
to and directly serving on the Area, which will be charged as
provided in Article IT (b} of this Annex.

(2y CONTRACTOR'S administrative overhead outside the AR.E.
applicable- to Exploration operations in the AR.E. shall be
charged each month at the rate of five percent (3%) of total
Exploralion expenditures, provided that no administrative

overhead of CONTRACTOR outside the A.R.E. applicable to
AR.E. Exploration operations will be charged for Exploration
operations conducted by Joint Venture Company. No other
direct charges as such for CONTRACTOR'S administrative
overhead outside the A.R.E. will be applied against the
Exploration obligations,

Examples of the type of costs CONTRACTOR is incurning and
charging hereunder due to activities under this Agreement and
covered by said percentage are;

1. Executive - Time of executive officers,
2. Treasury - Financial and exchange problems,
3. Purchasing - Procuring materials, equipment and supplies.

4. Exploration and Production-Directing, advising and controlling
the entire project,
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5. Other departments such as legal, comptroiler and engineertng
which coninbute lime, Knowledge and expenence o the
aperations. o

The foregoing does not preciude charging for direct service

under Article I {D) {2) of this Annex.

{3} While Joint Venture Company is conducting operations, Joint
Venture Company’s personne] engaged in general clencal and
office work, supervisors and officers whose nme is generally
spent in the main office and not the field, and all employees
generally considered as genersl and administrative and not
charged to other types of expense will be charged to operations.
Such. expenses shall be allocated each month between
Fxploration and Exploitation operations according to sound and
practicable accounting methods.

{h Taxes:

All taxes, duties or levies paid in the ARE. by CONTRACTOR or
Joint Venture Company with respect to this Agreement other than
those covered by Arhicle HI () (1) of the Agreement.

(m} Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A R.E. after Joint Venture Company
ts formed. Without prejudice of Article 11 (1) of the Agreement, No
sales oxpenses incigred oulside or inside the ARE, 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 furagning provisions of this article- I,
imcurred by CONTRACTOR or Joit Venture Company under
approved work programs and budget.
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ARTICLE I
INVENTORIES
{a} Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EMRA and
CONTRACTOR mmventories 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 lake inventory shall be given by Joint Venture Company
o EMRA and CONTRACTOR at least thirty (36} days before any
mventory 15 o begin so that EMRA and CONTRACTOR may be
represented when any wmventory is {aken. Fatlure of EMRA andior
CONTRACTOR 1o be represented at an inventory shall bind them to
accept the inventory taken by Joint Venture Company, who shall mn
that event furnish the party not represented with a copy thereof.

(b} Recounciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EMRA, and a list of overages and shorages shall be jeintly
determuned by Joint Venture Company and CONTRACTOR ang
EMRA, and the inventory adjusted by Joint Venture Conmpany,

ARTICLE 1V
COST RECOVERY
{a)} Statements of Recovery of Costs and of Cost Recovery GOLD:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EMRA as promptly as practicable but not later than fifteen
{153) days after receipt from Joint Venture Company of the
Statements for Bxplonation and Exploration Activity for 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 pasd during the quarter,
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3. Total recoverable costs for the quarter (1) + {2).

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

5. Amount of ¢osts recovered for the quarter.

6. Amount of recoverable costs carried mto the succeeding quarter, if
any. .
7. Bxcess, i any, of the value of Cost Recovery GOLD taken and

separately disposed of by CONTRACTOR over costs recovered
for the quarter, |

{b} Payments:

(c)

If such Statement shows an amount due EMRA, payment of that
amount shali 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 payvment is due, then
CONTRACUTOR shall pay interest of two and one half percent
(2.3%) per annum higher than the [.ondon Inter bank Borrowing
Offered Rate (LIBOR) for three {3) months U.S. Dollars deposits
prevailing on the dafe such mferest 8 calculated. Such interest
payment shall not be recoverable,

Settiement of Excess Cost Recovery GOLID:

EMRA has the right to take its entitlement of Excess Cost Recovery
GOLD under Articie VII (h) of the Agreement in kind during the
said quarter, A seitlement shall be required with the rendition of such
Statements In case CONTRACTOR bas taken more than its own
entitlement of such Excess Cost Recovery GOLD.

{1} Audit Right:

EMRA shall have a period of twelve {12) months from receipt of any
Statement under this Article I'V in which to andit and raise objection
to any such Statement. EMRA and CONTRACTOR shall agree on
arty required adjustments. Supporting documents and accounts will
be available 1o EMRA during Said twelve {(12) month period.
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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 total
amount of Exploration expenditures reported on Statements of
activity prepared per Article 1 {(b) {1) of this Annex, less any
reductions agreed to by EMRA and CONTRACTOR following
written exceptions taken by a non-operator pursuant to Article 1 {¢)
(1) of this Annex, in order to determine when minimum Exploration
obligations have been met.

(b) Cost Recovery Control Account: |

{c)

CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost remaining 1o be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery GOLD, if any.

Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
mimmum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded in major accounts including the
following:

- Expioration BExpenditures;

- Exploitation Expenditures other than Operating Expenses,
- Operating Expenses,

- Necessary sub-accounts shall be used.

Revenue accounts shalt be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of cost recovery Gold.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 1s understood that CONTRACTOR shall be subject to Egyptian
income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by EMRA on CONTRACTOR'S behalf
constitute additional income to CONTRACTOR, and this additional

income 1s aiso subject to A.R.E, income tax, that is "grossed up".

CONTRACTOR'S annual income, as determined in Article III (j)-2 of
this Agreement, less the amount equal to CONTRACTOR'S grossed-up
Egyptian income tax liability, shall be CONTRACTOR'S "Provisional

Income”.

The "gross-up value" is an amount added to Provisional Income to give
"Taxable Income”, such that the grossed-up value is equivalent to the

A.R.E. Income Taxes.

THEREFORE:

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

It 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:
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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'Gmssad-up Value 1s

equal 10;
$10x04 _$6.67
1-04
Therefore:
Provisional income $10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% 6.67

CONTRACTOR's Income after taxes $ 10.00
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