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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN MINERAL RESOURCES
AUTHORITY

AND
ALEXANDER NUBIA Inc.,
| FOR
- GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
. IN
ABU MARAWAT AREA, EASTERN DESERT, A.R.E.

This Agraem::nt made and entered into this day of ...y 2007,
by and between

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

THE EGYPTIAN MINERAL RESOURCES AUTHORITY,
(hereinafter 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

ALEXANDER NUBIA Inc., a company organized and existing under

the laws of British Columbia - Canada ( hereinafter referred to as "ALN"
or as "CONTRACTOR" ).
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WHEREAS, J.aw No. 86 of 1956 of mines and quarries as amended,
established that all minerals and Ore Deposits including GOLL}, existing
in mines and quarries in "A.R.E" including the territorial waters and in
the seabed subject to its jurisdiction and extending beyond the terrtorial
waters, arg the property of the State; and

WHEREAS, "EMRA" and " ALN " wish to collaborate for the purpose
of exploring and developing GOLD and associated minerals in "ARE";
and ~ :

WHEREAS, EMRA has appiied to the GOVERNMENT for an exciusive
concession for the exploration and exploitation of Gold and associated
minerals in and throughout the area referred to in Article I1, and
described in Annex "A" and shown approximately on Annex "B", which
are attached bereof; and made part hereof; (hereinafter referred to as the
“area"); and

WHEREAS, ALN agrees to undertake its obligations provided
hereinafter as Contractor with respect to the Exploration, Expioitation
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 1936, may enter into a concession agreement with EMRA, and
with ALN as a Confractor, for Exploration and Expiloitation operations
for GOLD and Associated Minerals  in the Areas hereinafter referred to.
NOW, THEREFORE, the parties hercio agree as follows:
ARTICLE ]}
DEFINITIONS

(a) " EXPLORATION " shall mean but not be limited to, the
examination of the surface and the underground by all means,
particularly  geological and geophysical, leading o the
identification of minerais by their physical, magnetic, electric, or
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other characteristics or by making test pits or bores to ascertain the
existence or possibility of existence of GOLD and minerals
associated with GOLD. EXPLORATION includes also more
detailed examination of the surface and underground by all drilling
and mining operations leading to the delineation of ore bodies, its
quantities and specifications, methods of extraction, dressing,
marketing , pre- feasibility. studies and feasibility stydies

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

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

2. Dnlling, mining and quarrying design, water supply, civil
construction, installations servicing and maintenance of
equipment, electric, raillway and pipe lines, sewage systems,

| faciliﬁes,-mining and dressing plants, transportation of ore and

~ ore concentrates and related operations, and any other activity
which helps in preparing the mines or quarries for production
and transportation to shipping terminals.

3. Producing, transporting, storing and marketing or any other
work or activities necessary or ancillary to any of the activities
referred to above.

4. Restoration and rehabilitation operation.

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

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

(i1) The term " GOLD " will be applied to the metal GOLD produced
as a result of exploitation after smelting or refining.
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(d) " ASSOCIATED MINERALS " shall mean silver, platinum, lead,
zinc, copper and or other minerals that are naturally associated with

Gold to the extent that they can be extracted, milled or processed
with GOLD. |

(e} " ARE. " is an abbreviation for the ARAB REPUBLIC OF
EGYPT. |

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

(g) (1) " YEAR " or " CALENDAR YEAR " means a period of twelve
(12) months according to the Gregorian being 15 January to 31%

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 regulationg of the A.R.E.

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

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

(i) Which is the owner directly or indirectly of share capital
conferring a majority of votes ::it stockholders’ meetings of a

Party; or

(iii) Of which the share capital conferring a majority of votes at
| stockholders meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of a

Party are owned directly or indirectly by the same company.
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(1)

COMMERCIAL DISCOVERY 7 shall mean a discovery of Goid
and associated minerals worthy of being developed and exploited
commercially in accordance with the principles of good mining
practices. The GOLD DEPOSIT is not deemed commercial unless
the CONTRACTOR presents to EMRA detailed feasibility study
supported by documents o prove that the deposit, can upon,
exploitation, pay back all Pre-production Exploration and
Exploitation investments over a pertod which shall be defermmed by
the feasibility study based on the following parameters.

-~ CGeological assessment, Reserves and conclusions,

- Estimated market demand over next ten (10) years,
- Estimated (FOB) price of GOLD & associated minerals;

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

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

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

Following the receipt of such study, EMRA and CONTRAUTOR
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 m
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 comuinercial discovery exists.
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(j;) " Dumps and Tailings " refers to all those dumps and tailings currently
existing in the area and resulted from old mining workings that were
carried out before the Effective date of the Agi'ecnlent. Dumps and
Tailings do not include alluvial deposits. o |

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

(1) "EXPLOITATION BLOCK " shall mean an area, the corner points of
which have to be coincident with one (1) minute by one (1) minute
latitude and iongitude divisions, according to the Intemational Grid
System where posstble 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 the area that covers one
or more exploitation block or blocks.

(n) 7 COMMERCIAL PRODUCTION " shall mean the economic
extraction of refined Gold and associated minerals ( if any).

(0) " THE ANNUAL TOTAL PRODUCTION " shall mean the total
quantity of 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.

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

(r) " CONTRACTOR " could be one company or more {each company
18 called a CONTRACTOR Member). Unless modified by virtue of

Article XX herem, CONTRACTOR under this Concession
Agreement shall mean ALN.
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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.

() " JOINT VENTURE COMPANY " is the company to be formed in
accordance with Article VI and Annex D of this Agreement.

(u) " PARTY " means GOVERNMENT, EMRA, CONTRACTOR or
CONTRACTOR member (if any).
ARTICLE 11
ANNEXES TO THE AGREEMENT

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

Annex "B" is a provisional illustrative map on the scale of
approximately 1:500,000 indicating the Area covered and affected by this
Agreement and described in Annex "A".

Annex "C" is the form of a Letter of Guaranty to be i1ssued by the
National Bank of Egypt, Cairo, Egypt and tc 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 six hundred
thousands ($600,000) U.S. Deollars guaranteeing the execution of
Contractor's Minimum Exploration Obligations hereunder for the initial
Exploration Period.

In case CONTRACTOR shall have elected to extend the initial
Exploration Penod for additional peniods each in accordance with
Article I (b) of the Agreement, similar Letter of Guarantee covering
CONTRACTOR’S minimum exploration obligation for such extension
shall be issued 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 cach Exploration period except as it may be released prior to that
time in accordance with the terms thereof or upon completion or
performance of Contractor's obligations hereunder.

It 1s specifically agreed that :-

- The amount of guaranty will be reduced by amount equal to the

over expenditure carmed 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 previous quarter

expenditure 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 eftfect with the provisions of this Agreement.

ARTICLE III
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 msofar as they are contrary to or inconsistent with any provisions
of LLaw No.86 of 1956, as amended, shall have the force of Law, an
exclusive concession in and to the Area described in Annexes "A" and "B".

(a) Starting from the commencement of the commercial production of
Gold and associated minerals, the GOVERNMENT shall own and
be entitled, as hereinafter provided, tn._a' rnyaity of three percent
(3%) of the total quantity of GOLD and associated minerals
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produced after refining from the Area during the Exploitation
period including its extension. Said royaity shall be unrecoverable
and be delivered or paid to the GOVERNMENT by the Joint
Venture Company con behalf of CONTRACTOR and EMRA. Said
royalty shalt be paid in cash (under market conditions prevailing at
the time of sale) or in kind, at the election of the GOVERNMENT.

(b) An mmtial Exploration period of ONE (1) year shall start from the
Effective Date. TWO (2) successive extensions to the initial
Exploration period of TWO (2) years each shall be granted to
CONTRACTOR at its option, upon thirty (30) days prior written
notice to EMRA, and subject only to its having fulfilled its financial
obligations hereunder 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 period. Said extension shall
- not be more than six (6) months.

{c) After establishment of a commercial discovery by the Contractor in
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
Commercial Discovery. Retain shall be two periods of two years
each. The first Retain period shall start at the end of the final
exploration period of the Agreement. For the fulfillment of the
Retain , the following are required :-

1) Not less than 60 days before the start of each Retain period, a
request from CONTRACTOR must be submitted to EMRA
with work program & budget and his obligation to execute the
work program
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2) During the first Retain period the Contractor will pay an annual
rent to EMRA equal to $ 1.000 per sq. kilometer.

3) During the second Retain period the Contractor will pﬁy an
annual rent to EMRA equal $ 2,000 per sq. kilometer.

4) Exploration’ cost in Retain area 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) into exploitation lease in case of
Commercial Discovery or rehinquish 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 Minister
of Petroleum.

(d) This Agreement shall be automatically terminated if no Commercial

(e)

‘GOLD Discovery is established by the end of the all Exploration
- periods, if applicable.

The Exploitation périod shall be TWENTY (20) years from the date
of signature of the first Exploitation Lease. This period may be
extended for an additional period called "Extension Period”. The
"Extension Period" shall mean a period not more than TEN (10)
yvears, 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 obli gations and
relevant economic consideration. This extension period is subject to
the approval of the Minister of Petroleum:
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(g)

The pre-existing dumps and tailings from past GOLD mining
operation within the concession Area shall not be treated as deposits
of GOLD and associated minerals. These dumps and tailings are
owned by Government and shall be left in its place or n‘ansportcd
later at EMRA's expense,

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 apprnval of the Minister of Petroleum. Such area
shall then be converted automatically into an Exploitation lease or
leases without the issuance of any additional legal instrument or
permission. Upon the issuance of an Exploitation lease,
Exploitation operations shall be started promptly by the Joint
Venture Company and be conducted in accordance with good
mining practices and accepted engineering principles, until the mine
is considered to be fully exploited.

(h) 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

(D

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
include interest on the investment borrowed by CONTRACTOR
from non affiliated Company{s). The percentage of loans to the
total Exploitation investment does not exceed fifty percent (50%)
percent and the rate of interest does not exceed LIBOR.

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 income for Egyptian income fax purposes

under this Agreement shall be an amount calculated as follows:

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

other disposition of all gokid and associated minerals acquired by

Contractor pursuant to article VII of this agreement.

Reduced by :

i} The costs and expenses of CONTRACTOR;

i1} the value ‘as deteFmined sccording to aticie VH () of
EMRA’s share of Excess cost recovery of Gold repaid to
EMRA in cash or in kind. if any,

Plus:

1} An amount equal to CONTRACTOR'S Egyptian income taxes

grossed up in the manner shown in Annex (E} Anticle Vi,

For purposes of above tax deductions in any tax year, article VIi
() shaill apply only in respect of classification of costs and

“expenses and rates of amortization, without regard to percentage
“limitation referred 10 in article VII (e).

All costs and expenses of Contractor in conducting the operations
under this agreement which are not controlled by article VII {d)
as above quulified 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

behatf of Contractor, all Contracitor’s Egyptian income iax
(related to the activities this agreement) out of EMRA’S share of
the production as provided in article VII (h). All taxes paid by
EMRA in the name and on behaif of Contractor shall be
considered i’;"iﬂl{}mﬂ to Contractor.



YoV iy YA (o) U ¥ sl = T SRkl Y

oA ovpall Ty I Nl W gl s, Gl o pis — £
L JS e g Uil Zolik) & sl Jisdl 2y o s gty
lﬂwg_ﬂlriulmbywdbwi—uﬁ
ol i) Ly el il o Jgbdald g
ezl | Loy il SAUBLL e 55000 Y La¥! in 4,55

o sle 05 A OULI oa s by tr’"“é*“ L Leay

e o e
u,s.. uu:‘ila.i.-‘_,i,}.h:: LS L“,.‘ud;.ms_..‘,.a- 5

*wh“&-a (*yﬂ'&wﬂ‘%w ) L pall
e Je Ll Wit Sl s, e S5l e
Joll s ot Lol all ellis dalsy cdas Leadly 4y kel
clof Olas;y peaa alls i b0 L Ll 2L 1
g Lo oLty all e (s a iy Loy o gV
da 5> oy oy pik| il mial) o 3 ey 1 el
bl ol Jas e anyspz Jytall wods b o g
o L Loy il Jodll il sy L2l 0L e - 1
oy (D OV g s ol Lg oy g0
e i pall Sl Gy 38,2l IS, Tl gy e S
Dyl e LS Ligd! Lezads 2 J,Lat |
o ad, sl y Jolill abaalyy caddl e bl e, GLASS WL 5 ( W)
b oy s oAl L) 5 po s ) g St Slas e
o 3 el o5 Zabhee clhazyy ol I e Pazl Loy JyLall aa
Llad!




PY YV D Doy YA () b Y sl - L ) 4

(k)

4. EMRA shall fumnish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR'S Egyptian
income tax for each Tax Year within ninety (80) days following
the receipt by EMRA of CONTRACTOR'S tax declaration for
the preceding Tax Year. Such receipts shall be i1ssued by the
proper Tax Authorities and shall state the amount .and other
pagticulars: customary for such receipts.

5. As used - hereiri, Egyptian Income Tax shall be inclusive of all
incormé taxes payable.in the A.R.E. (including tax on tax) such
as:the tax on income from.moyable capital and the tax on profits
from commierce and industry.and inclusive of taxes based on
income -or - profits including all dividends, withholding with
respect . 1o shareholders . and. other taxes imposed by the
GOVERNMENT of ‘ARE.. on the .distribution of .income or
profits by CONTRACTOR.

6. In calculating its A-R.E. income taxes, EMRA shall be éntitled to
deduct alt royalties paid tothe GOVERNMENT by Joint Veniure
Cnfnpsmjw and Contractor's Egyptian income taxes paid by
EMRA on Contractor's behalf,

In the event Contractor discover a non-gold deposit in the area and

desires to continue exploting this deposit, then EMRA * may

negotiate with ‘Contractor tiew - ferms ‘regarding. exploration  ‘or

exploitation of this deposit “and “subject to the approval-‘of the

Minister of Petroleum.
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. ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) Contractor shall commence Exploration operations hereunder

not later than four (4) maonths 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 t0 the Area as EMRA is
entitled to so do.

(b) The initial Exploration period shall be ONE (1) year.

(c)

CONTRACTOR may, at “its option, - extend this initial
Exploration period for two (2) successive extension periods of
TWOQO vyears per each respectively and in accordance with
Article ITI (b), each of which upon at least thirty (30) days
prior written notice to EMRA, subject to CONTRACTOR
fulfillment of its minimum Exploration obligations hereunder,
for the then current Exploration period.

CONTRACTOR shall spend 2 minimum of six hundred
thousands ($600,000) U.S. Dollars on Exploration operations

and activities related thereto during the initial Year of

Exploration period (ONE year). For the first extension period

- (TWO years) that CONTRACTOR clects to extend beyond the

initial Exploration period, CONTRACTOR shall spend a
minimum of two million ($2,000,000) U.S. Dollars and for the
second extension period (TWQ years) that CONTRACTOR
elects to extend beyond the first extension period,
CONTRACTOR shall also spend a minimum of three millions
($3,000,000) 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 expenditure shall be
subtracted from the minimum amount of money required to be
expended - by CONTRACTOR duning any succeeding

Exploration period or periods, as the case may be.
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(€) In case CONTRACTOR surrenders its Exploration rights under
this Agreement as mentioned before or at the end of the initial
Exploration period, having expended less than the total sum of
six hundred thousand ($600,000) 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 six
hundred thousand ($600,000) 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 trom the end of initial Exploration
period as the case may be.

Any expenditure deficiency by CONTRACTOR at the end of
any additional Exploration period for the reasons above noted
shall similarly result in a payment by CONTRACTOR to
EMRA of such deficiency. Provided this Agreement is still n
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 Sad
expenses spent by CONTRACTOR.

(f} At least four (4) months prior to the beginning of each Financial
Year or at such other times as may mutually be agreed to by
EMRA and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program and Budget for the Area setting
forth the Exploration operations which CONTRACTOR
proposes to carry out during the ensuing Year. During the
Exploration Period, such Work Program and Budget shall be at
least sufficient to satisfy Contractor's minimum expenditure
obligations for the period it covers.

The Exploration Work Program and Budget shall be reviewed
by a joint committee to be established by EMRA and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to as the "Exploration
Advisory Committee”, shall consist of six (6) members, three



Vi Zeigt YA ) 5 ¥ sl = T i

YA

il ot 5 - gLil] ppiny (V) L%_,i....‘.ll,.;.....,.‘.am iyt
Gk gyl g pint ol < LYl g o0 Ay Lt Sl D
SN ps 5 o 2l 551000 J...JI. o ST R P E T JUP]
Gl Tk 2 g il « Lgsi! me 5 o Loty Llin ol 5
G311 3 Jadl el Lol pbly 5+ i g JyUll oy (2 Ltz
' Aasleze¥ gl ool
e 1 a6 i) dudis GAEL! 79
L3t 5 Jaadl gal pr 3 goe 5 gug ity sl iy ] Jstieds e Y-
by o D31 8 bazall LA i o Y 5 oy el
| sl
SAShaall 1 M1 gl s b oy 2 a5, 3 )] Wl iy -
G311 B A pal! e LY A Gy o] Jghiald s G
‘:;Lawu..i.,,.-..sj Dbkl e e dlby s da3Y )55 48 I
3ol o paad Lisy Wals pzaal sy dama o lis 0 | LS oy
AN ads i LayL!
3ylsly wilslaayl Slaally of 1 LIS 95> UF [ IS AT} ‘..l.l.r { J1
el Gl 15505 Uy Jand gals ) Ty lldandly s)aM1 e
ST IS (5T sl 5T Jasf e Uyt B2 gl 85 Y,
Sy Ao 3l dal bl ] o I RIS e 2 s pLA 2day
Y] ad ope a3l L Ll 2l

Sty oty Joldl Janl sy it slie] e Yt JyLll 85 ( )

o Aot b bl N e ey Uy e e LS iy oy
‘ el



re

(g)

Y K b gy YA G ) C—"LT"“ Sl = dpa 31 30y 4

(3) of whom shall be appointed by EMRA and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EMRA ' from among-the
members appointed by it. The Exploration Advisory Committee
shall review and give such advice as it deems appropriate with
respect to the proposed Work Program and Budget. Following
review by the Exploration Advisory Committee,
CONTRACTOR shall make such revisions and submit the

Explotation ‘'Work ‘Program ahd Budget to PMRA for its

approval.
Following such approval, it is further agreed that:

(i) CONTRACTOR shall not substantially revise or modify

Said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EMRA,

(i1) In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be
considered in all aspects as Exploration expenditure and
-shall be recovered pursuant to the provisions of Article

VII hereof.

CONTRACTOR shall advance all necessary funds for all
materials, eq'uif)menl, supplies, personnel, administration and
operations pursuant to the Exploration Work Program and
Budget and EMRA shall not be responsible to bear or repay
any of the aforesaid costs such expenditure shall be considered
in all aspects as exploration expenditure subject to article IV
and shall be recovered pursuant to the provisions of article VII
hereof. |

(h) CONTRACTOR shall be responsible for the preparation and

performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with
good industry practices.
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Except as is appropriate for the specialized geophysical,
geochemical, geologic, engineering and Exploration studies
thereon, to be made in specialized centers outside A.R.E.. All
geological and geophysical studies as well as any other studies
related to the performance of this Agreement, shall be made mn
the A.R.E.

Contractor shall obtain EMRA"S approval before any work
made outside A.R.E.

(i} CONTRACTOR shall appoint and entrust the management of
 Exploration operations in the A.RE. during the exploration
period to its technically competent- General Manager and
Deputy General Manager. The names of such Manager and
Deputy General Manager shall, upon 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 wntten 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.

( j) CONTRACTOR shall supply EMRA, within thirty (30) days
from the end of each calendar quarter, with a Statement of
Exploration activity relating to Exploration which has been
conducted in any portion of the area not converted into
Exploitation Lease showing costs-incurred by CONTRACTOR
during such quarter. Contractor's records and necessary supporting
documents shall be available for inspection by EMRA at any
time during regular working hours for three (3) months from
the date of receiving each statement,

Within the three (3) months from the date of receiving such
Statement, EMRA shall advise CONTRACTOR in writing 1f 1t
considers: | |

(i) ‘that the record of costs is not correct; or
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(ii) . that the costs of goods or services supplied are not in line
with the international market prices for goods or services of
similar quality supplied on similar terms prevailing at the

- time such goods or services were supplied, provided
however, that purchases made and services performed
within the A.R.E. shall be subject t0 Article XXVI ; or

(in) that the condition of the materials furnished by
CONTRACTOR does nat tally with their prices; or

(iv) that the costs incurred 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 i1s 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 to any statement, such statement shall be considered
as approved. |

(k) Any reimbursement due to EMRA out of the Cost Recovery
- Gold and associated minerals as a result of reaching agreement
- or of an arbitral award shall be promptly made in cash to
EMRA, plus simple imterest at LIBOR plus two and half
percent (2.5%) per annum from the date on which the disputed
amount(s) would have been paid to EMRA according to Article
VII and Annex "E" of this Agreement (i-¢) the date of rendition
of the relevant Cost Recovery Statement) to the date of
payment.- The LIBOR rate applicable shall be the average of
the figure or figures published by Financial Time representing
the mid-point of the rates (bid and ask) applicable to one month
U.S. Dotlars deposits in the London Interbank Eurocurrency
Market on each fifieenth (15'") day of each month occutring
between the date on which the disputed amount(s) would have
been paid to EMRA and the date on which it is settled.
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If the LIBOR rate is available on any fifteenth (15%) 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 City
bank N.A. to other leading banks in the London Interbank
Eurocurrency Market for one month U.S. Dollar deposits.

If such fifteenth (15" day is not a day which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the
LIBOR -rate tg be used shall be that quoted ‘on the next
fﬂllnmng day on which such rates are quoted.

() CONTRACTOR shall supply all funds necessary for its

operations in A.R.E. under this Agreemeﬁt in freely convertible

~ currency from abroad. CONTRACTOR shall have the right to

freely purchase Egyptian currency in the amounts necessary for

1ts operations in the A.R.E from EMRA or from any bank

authorized by the GOVERNMENT to conduct foreign

currency exchange. Priority shall be given by CONTRACTOR

to purchase the Egyptian currency from EMRA at the exchange
‘rate then published by the Central Bank of Egypt.

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

Withdrawals from said account shall be used for financing
EMRA and 1its affiliated companies foreign currency

requirements subject to the approval of the Minister of
Petroleuin.
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MANDATORY AND YOLUNTARY RELINQUISHMENTS
(a) Mandatory Relinquishments :
At the end of the first Year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of

twenty five percent (25%) of the original Area not then converted
to an Exploitation Lease or Leases.

At the end of the thind Year after the Effective Date hereof,
CONTRACTOR shall relinguish™ to the GOVERNMENT an
additional twenty five percent (25%) of the original Area not then
converted to a Exploitation Lease or Lcasc (s).

Without prejudice to Articles III and XXII and the first two
paragraphs of this Article V (a), at the end of the fifth Year of the
Exploration period, CONTRACTOR shall relinquish to the
GOVERNMENT the remainder of the Area not then converted to
an Exploitation Lease or Leases. . -

The final exploration period may be extended fnr up to six {6)

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

It 1s understood that at the time of any relinquishment, the areas to
be converted into Exploitation lease(s) and which are submitted to
the Minster of Petroleum for approval, according to Article (III),
shall subject to such approval, be deemed converted to Exploitation
Lease(s). |

(b) VOLUNTARY Relinquishments:

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.
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(a)

ARTICLE V1
OPERATHONS AFTER COMMERCIAL DISCOVERY

Promptly following Commercial Discovery, EMRA  and
CONTRACTOR shall form in the A.R.E. an Operating Company
pursuant {o Article VI {b) and Annex (D} {hereinafter referred 1o as
" Joint Yenture Company”) which company shall be named by
mutual agreement between EMRA and CONTRACTOR provided
that such name shall be subject 10 the approval of the Minister of
Petroleum. Said company shall be a prnivate sector company. The
Joint Venture Company shall be subject to the faws and regulations
in force in the A.R.E. to the extent that such laws and regulations
are not inconststent with the provisions of this Agreement or the
Charter of Joint Venture Company. The capital stock of the Joind

Venture Company shall be owned equally by EMRA and The
CONTRACTOR.

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

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

- Law No. 159 of 1981 promulgating the law 0n joint stock companies,
partnership limited by shaves and limited liability companies.

- Law No. 97 of 1983 promulgating the law concermning public sector
organizations and companies.

- Law No. 203 of 1991 promulgating the law on public business
secior compancs; and

- Provisions of part 2 of chapter 6 concerning organizing dealings in
foreign currencies from Law No. 88 of 2003, in accordance with
central bank of Egypt, banking and foreign cusvencies exchanging
faws,
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(b} The Charter of The Joint Venture Company is hereto attached as

()

(d)

Annex "D,

Within thirty (30) days after the date of Commercial Discovery, the
Charter shall take effect and Joirg Venture Company shali 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 a Exploitation Lease (8).

Ninety {90) days after the date Joint Venture Company comes mio
existence in accordance with paragraph (b) above, it shail prepare a
Work Program and Budget for further Exploration and Exploitation
in any portion of the Area converted into Exploitation Lease (s} for
the remainder of the Financial Year in which the Commercial
Discovery is 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 each succeeding Financial Year
thereafter (or such other date as may be agreed upon by EMRA and
CONTRACTOR)}, Joint Venture Company shall prepare an annual
Production Schedule, Work Program and Budget for further
Exploration and Exploitation in any portion of the Area converted
into Expleitation Lease (s) for the succeeding Financial Year. The
Production Schedule, Work Program and Budget shall be submitted
to the Board of Directors for approval. The Work Program and
Budget for further Exploration in any portion of the Area not
converted into an Exploitation Lease{s) shail be implemented,
reviewed and approved in accordance with Aricie IV (T).

Not later than the twentieth (20th) day of each month, The Joint
Venture Company shall furnish to CONTRACTOR a wrilten
estimate of is total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed in U.S.
Dollars having regard to the approved Budget. Such estimate shall
take into consideration any cash expected to be on hand at month
end.
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(f)

Payment for the appropnate period of such month shail be made to
the correspondent bank designated in paragraph (e) below on the
first (1) day and fifteenth (15") day respectively, or the next
fnllnwing business day, if such day is not a business day.

‘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 fot The Joint Venture

Company in connection with its activities under this Agreement.

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

The parties acknowledge and agree that the Bdard of Directors of the
Joint Venture Company shall have full nghts and responsibilities to
decide and determined all matters relating to activities of Joint
Venture Company hereunder. In accnrdﬁnce with the provision of
the charter of the Joint Venture Company. The parties further
acknowledge and agree that with"rés’pcc't to the subject matters
which require action to be tzken by the Board of Directors of -the
Joint Venture Company , time will be of the essence. Accordingly,
EMRA and the Contractor agree to cause their respective Directors
to act diligently on all such matters which may be referred to them
and to use their best efforts to reach prompt decisions.
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{g} & shall be the general policy of the Board of Directors of the Joint
Venture Company, supported by CONTRACTOR and EMRA 1o
mange the affairs of the Joint Venture Company consistent with
pood mining practices and to the best interests of the owners of the
loint Venture Comipany.

(h) 1t is expressly agreed that the Joint Venture Cﬂmpany shall haw: the
right and responsibility to market and sell all Gold and associated
minerais produced hercunder o anv persons ouiside or within the

CARE. The Joint Venture company shall use its best efforis to
‘consummate all sales on the most favorable terms and conditions as
it may be able to obtain under market conditions prevailing at the
sale time.

{1} If and for as long during the guarterly period of production operations,
there exists an excess capacity in facilities which can not during the
period of such excess be used by The Joint Venture Company,
EMRA and CONTRACTOR wall consult together in order for
EMRA to use at its own expense and Hability the excess capacity if
it 50 desires without any financial or operational disadvantage to the
CONTRACTOR or Joint Venture Company.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

{a} The Joint Venture Company shall prepare not less than ninety (90)
days prior to the beginning of each quarter of each calendar vear
following commencement of commercial production) and furnish in
writing to CONTRACTOR and EMRA a forecast setting out the
total quantity of the gold and associated rinerals that Joint Venture
Company estimates can be procuced, saved and transported hereunder,
during such calendar quarter in accordance with good mining
practices. The Joint Venture Company shall endeavor 0 produce
each calentdr quarter the forecast quantity. The Gold and associated
minerals produced shall be placed in storage facilities, according to
the Government regulations by the Joint Venture Company for the
purposes of royalty and other purposes under the agreement.
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(b) Royalty

A three percent (3%) royalty as applicable under Article II (a) of
the Total Production produced per quarter of refined GOLD and
associated minerals or the équivalent value in cash shall be

~ delivered (or paid) to the Government (as the Gﬁvemment may
elect) by the Joint Venture Company on behalf of the
CONTRACTOR and EMRA. It is understood that any such royalty
is unrecoverable.

(c) Cost Recovery GOLD :

(1) Subject to the auditing provisions under this Agreement
CONTRACTOR shall recover quarterly all costs, expenses
and expenditures in respect of all the Exploration, and related
operation under this Agreement to the extent and out of
twenty-five percent (25%) of all GOLD and Associated
Minerals produced and saved from all Exploitation Leases
within the Area hereunder. Such GOLD and Associated
Minerals is hereunder referred to as "Exploration Cost
Recovery GOLD".

(2) Subject to the auditing provisions under this Agreement
CONTRACTOR shall recover quarterly all costs, expenses
and expenditures in re:spcct of all the Exploitation and related
operation under this Agreement to the extent and out of thirty
percent (30%) of all GOLD and Associated ‘Minerals
produced and saved from all Exploitation Leases within the
Area hereunder. Such GOLD and Associated Minerals is
hereunder referred to as "Exploitation Cost Recovery GOLD",

For the purposes of evaluating the Royalty and cost recovery
GOLD, the best obtainable prnice for GOLD under market
conditions prevailing at the time
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(d) For the purpose of determining the classification of all ¢osts expenses
and expenditures for their recovery, the following terms shall apply :

(i) "Exploration Expenditures” shall mean all costs, expenses for

Exploration and the related portton of indirect expenses and

- gverheads.

(i) "Exploitation Expenditure™ shall mean all costs and éxpenses

for EXPLOITATION, including replacement of assets or pant
~of an asset, additions, improvements, rengwais or major

overhauling that extend the life of the asset and the reiated
portion of indirect expenses and overheads together with
interest as stated in Article three (i) with the exception of
Operating Expenditures.

(ii1) "Operating Expenditures” shall mean all costs, expenses and

ey (b

expenditures made afier Commercial Production including
expenses incurred under Article XVI commences which costs,
expenses and expenditures are not normally depreciable.

Exploration Expenditures shall be recovered from (Exploration
Cost Recovery GOLD) in the following manner:

"Exploration Cost", including expenses incurred under Article
XVI, and 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 shipmenti or the fust delivenies of

GOLD and Associated Minerals are made shall be recoverable

at the rate of twenty percent {20%) per annum starting i the
Tax Year in which expenditures are made and paid or the Tax
Year in which initial Commercial Production commence
whichever is the later date.

(2) Exploitation Expenditures and Operatihg Lxpenses shall be

recovered from (Exploitation Cost Recovery GOLD) in the
following manner:
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-"Exploitation Expenditure”, including those expenditure
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 percent (20%) percent per
annum starting in the Tax Year in, which expendiures are
made and paid for or the tax year in which initial Commercial
Production commences whichever is the later date.

_"Operating Expenses", incurred and paid after the date of initial
Commercial Production, which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the-first deliveries of GOLD and Associated
Minerals are made shall be recoverable either in the Tax Year
in which expenditures are made and paid for or the tax year in
which initial Commercial Production occurs whichever is the
later date. | o

(f) (1) To the extent that in a Tax Year, recoverable Exploration Cost
as provided in (e)-1 preceding exceed the value of the
Exploration Cost Recovery GOLD for such tax year, the
excess shall be camed forward for recovery in the next
succeeding Tax Year (s) until fully recovered, but in no case
after the termination of this Agreement, as to CONTRACTOR.

(2) To the extent that in a Tax Year, recoverable Exploitation
Expenditures and Operating Expenses as provided in (e) 2
preceding exceed the value of the Exploitation Cost Recovery
GOLD for such tax year, the excess shall be carmned forward
for recovery in the next succeeding Tax Year (s) until fully

recovered, "but in no case after the termination of this
Agreement, as to CONTRACTOR.
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{3} The recovery of costs and expenses, based upon the rates

(g) (1)

(2)

referred 1o above, shall be allocated to each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered 1n one quanter as
thus allocated, shall be carried forward for recovery in the next
quarter. |

Except as provided in Article VII (i) and (j), CONTRACTOR
shall each quarter be entitled to 13ke and own all Exploration
Cost Recovery Gold, which shall be taken and disposed of in
the manner determined pursuant to article VII () 1. To the
extent that the value of Exploration Cost Recovery Gold
exceeds the actual Exploration recoverable costs, wnciudmg
any carry forward under Article VII ( ) 1, to be recovered in
that quarter, then such Excess in Cost Recovery Gold shall
called "Exploration Excess GOLD" and shall be divided
between EMRA and The Contractor as determined in Article
VII (i). CONTRACTOR shall pay to EMRA its share of
"Exploration- Excess GOLD" either in cash in the manner set
forth in Article IV of the Accounting Procedure contained in
Annex "E" or in kind in accordance with Article VH ().

Except as provided in Article VII (i) and (j), CONTRACTOR
shall each quarter be entitled to take and own all Exploitation
Cost Recovery Gold, which shall be taken and disposed of i
the manner determined pursuant to article VII (¢) 2. To the
extent that the value of Exploitation Cost Recovery Gold
exceeds the actual Expioitation and Operaﬁng recoverable
Expenditures and -Expf:nses, including any camy forward
under Article VII ( f) 2, to be recovered in that guarter, then
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(1)

(J))

iy il i e

such Excess in Explottation Cost Recovery Gold shall called
"Exploitation Excess GOLD" and shall be divided between
EMRA and The Contractor as determined in Article VII (1).
CONTRACTOR  shall pay to EMRA s share of
"Exploitation Excess (GOLD? either in cash in the manner sst
forth in Article IV of the Accounting Procedure ¢ontained in
Annex "E” orin kind in accordance with Article V11 {i).

Production Sharing :

The remaining percentage of tofal production of Gold and
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%)

Excess Gold  {which is the total of Exploration Excess (GOLD and
txplotation bxcess GOLD)

Excess GOLID 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 {c¢) and (¢} and also share of GOLD under Articie
ViI ¢h) shall be wansferable out of the AR.E such transfers being
accomplished in accordance with the procedures m force in AR.E.
Notwithstanding the foregomng, the GOVERNMENT, and subject to
its destre, shall be entitled to buy such quantities of GOLL 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.5. Dollars or any other freely convertible currency.
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(k) All costs related to the delivery of the in kind royalty refined Gold
shall be paid by Contractor and EMRA jointly and equally.
Contractor is responsible for costs associated with the delivery of
Contractor's in kind refined Gold. EMRA is responsible for costs
associated with delivery of EMRA's in kind refined Gold.

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 shail 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 termination of this
Agreement with respect to all assets chargeable to the
Operations whether recovered or not, whichever first occurs.

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

(3) All samples provided in article (XIII- b} that shall be transported
by the contractor to EMRA stores annually upon EMRA’s
request and technical data shall be transferred annually to
EMRA as representative of the GOVERNMENT, upon
EMRA'S request or at the termination of the Agreement or at
the end of agreement which ever is earlier. -
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4y All maps, datg and twechnical reports concemed 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 Jomt Venture Company are entitled to the full
use and enjoyment of all fixed and movable assets referred 1o above
in connection with operations hereunder or under any other
Concession Agreement entered into by the parties. Proper accounting
adjustment shall be made. CONTRACTOR and EMRA shall not
dispose of the same except with agreement of the other.

(¢) CONTRACTOR. and Joint Venture Company may freely import into
the AR.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease
accordance with good industry practices, inctuding but not himited to
the lease of computer hardware and software.

{dy CONTRACTOR agnd SUB-CONTRACTOR shall freely export at the
end of such use machinery and equipmeni, 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 (eneral 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
lawfu) regulations issued or hereafter to be issued which are applicable
hereunder and not in conflict with this Agreement shall apply o 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 vahdly served which
are delivered to the office of the General Manager or which are sent to

him by registerad mat] to Contractor’s office in the ARE.

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 matl gt EMIRA's main office in Cao.

| ARTICLE X
BONUSES
{a) SIGNATURE BONUS:

CONTRACTOR shall pay to EMRA as a signature bonus the sam of
thirty thousands (30,000) U.S. Doilars on the Effective Date.

ALN provides in addition to cash bonuses a sweetener in the form of

warrants representing rights to EMRA to acquire common share of ALN.

Warrant details; - The exercise price is equivalemt 20% premium
above the TPO price at the time of issuance. The duration of watranis

will be 3 years.
ALN provides thirty thousands {30,000} warmants that will be ssued
upon signing of the final Agreement with an 18 month expiry date.
(b} EXPLOITATION LEASE BONUS:
CONTRACTOR shall pay to EMRA as approval of sach explﬁitatifm

lease the sum of one hundred and fifty thousands {150,66G0) 115,
Daollars.
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(¢} EXPLOITATION EXTENSION BONUS:

CONTRACTOR shall also pay to EMRA as an approval of the
extension of exploitation lease, the sum of one hundred thousand
(100,000) 11.S. Dollars.

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

ARTICLE XI
- CUSTOMS EXEMPTIONS

EMRA, CONTRACTOR, and the Joint Venture Company shall be
permitted to import and shall be exempted from customs duties, any
taxes, levies or fees or sales taxes {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 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 to be used in. operations), glectne appliances, air
conditioners for offices, field housing and facilities, clectromic
apphiances, computer hardware and software, as well as spare parts
required for any of the imported items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EMRA for such purpose, which states that the imported items are
required for conducting the operations pursuant to this Agreement.
Such certificate shall be final and binding and shall automatically

result in the importation and the exemption without any further

. approval, delay or procedure.
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Machinery, equipment, appliances and means of transport and
transportation imported by EMRA, CONTRACTOR, Joint Venture
Company or sub-contractors temporarily engaged in any activity
pursuant to the operations which are the subiject of this Agreement,
shall be cleared under the “Temporary Release System” without
payinent of customs duties, any taxes, levies or fees {including fees
imposed by Muustenial Decision No. 254 of 1993 issued by the
Minister of Finance, a8 now or hereafter amended or substituted) of
any nature upon presentation of a duly approved certificate issued by
an EMRA responsible representative nominated by EMRA for such
purpose  which states, that the imported Hems are required for
conducting the operations pursuant to this Agreement. Tems
{exclhuding cars notf 10 be used in operations) set out in Anticle XI {a)
mnparted by EMR A, CONTRACTOR'S and Joint Venture Company's
contractors and sub-contractors for the aforesaxd operations, i order to
be installed or used permanently or consumed shall meet the
conditions for exemption set forth in Article X1 (a) after being duly
certified by an EMRA responsible representative {0 be used for
conducting operations pursuant to this Agreement.

The expatnate employees of CONTRACTOR, Joint Venture
Company and thelr contractors and sub-¢contractors shall not be
entitled to any exemphions from customs duties and other ancillary
taxes and charges excapt within the limits of the provisions of the
laws and regulations applicable in the AR.E. However, personal
household goods and furniture {including one (1) car) for each
expatriate employee of CONTRACTOR and/or Joint Venture
{Company shall be cleared under the “Temporary Release System”
{without paymert of any customs dulies and other ancillary taxes)
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upon presentation of a letter to the appropriate customs authorities
by CONTRACTOR or Operating Company approved by an EMRA
responsible representative that the imported items are imported for
the sole use of the expatriate employee and his fanuly, and that such
imported items shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expatriate employee.

Items imported into the A.R.E. whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
EMRA' approval, which approval shall not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such items have been already exempt, being
applicable. Such items may be sold within the A R.E. 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 Lo the condition and value of such items and the tarift
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 to0 EMRA. In the
event of any such sale under this paragraph (d), the proceeds from
such sale shall be divided in the following manner :-
CONTRACTOR shall be entitled to reimbursement of its
unrecovered cost, if any, in such items and the excess, if any, shall
be paid to EMRA.

- Materials, equipment and goods so damaged or used as to be non
serviceable and which are “classified; by CONTRACTOR'S or
Operating Company as scrap or junk (any such appraisal being
subject to EMRA approval and any such Operating Company's
appraisal being' subject to EMRA and CONTRACTOR approval)
may be sold as scrap or junk without payment of Customs duties,
taxes or 1mposts.



Yo D D YA 5 (0) b ¥V sl = i Sl Sa 41 VA

L el RsWtBal) e (1) 5,380 5 ade o pall « LieWl (g Y ()
i S A ] Al o gulin 5U5 Lgd SO 13) 535 pimem o bt
S 2l a8,y Jolill Olisl e Lpad 3lsn s Ldoen iy U By
iyl g Lpadhraly W3l 5,805 oWl 53 ) il Lagin 51
(/N G o e oo AL A5y s popf b it ol
35 Uia] g S5 S it | e il Ju 3505k | (20| RIS o
oy o el ]33l IS

salally cwdl pias 5 5| Legin sl e pmtldly 2agdl 5 Jyliadd )55 ()
il 093 « ALYl oigd Wiy ud ps Lkl oy rdl 50 Lo lall
LS o gy 1 oo Ll p3lally bl L« Uil g ¢ i3 )
salally ol 55 by dilaza 5,50 P PR I O O
. dadlisY odgd sy o :._,.L.ail

(B pudate SuiQI1 Bald 1)
ke gial 19 duatad ! - cilibwad! jiGa

o St ] USs el 18 2 dhl 38,81y Jylilly 2o gl o JS 00 (1)
(#) 3ol 3 gl el | o Uiild iy ey g o Lphans 1
oriadl delio 3 dale Linay Ugp Jyaally 2 pul] Gpsuslond | g Loy Lis
Jiel o diiy Lo oy sd oW1 ¥l (5,391 5G] k. 14
irlal! alally cdddl opa JS Laady LoaS aldd 3 Le 23UVl sde | tais
AN 0ie azis Ly Jaizod [y donild
Lt lat! Legpblas Oy 5Us 45 st 187, 800y Jylil) sl g
S ¥ daal | WY SN Olld | G i



VA YV Ry YA S (O U Y sl = e g5 A

(e) The exemption provided for in Article XI (a) shall not apply to any
imported items when items of the same or substantially the same
kind and quality are manufactured locally meeting
CONTRACTOR's and/or Joint Venture Company's specifications for
quality and safety and are available for timely purchase and delivery
in the ARE. ata price not higher than ten percent (10%) more than
the cost of the imported itemn, before customs duties but after freight
and insurance costs if any have been added.

(f) CONTRACTOR, EMRA and their respective buyers shall have the
right to freely export the ore concentrate, GOLD or Associated
Minerals produced from the Area pursuant to this Agreement; no
license shall be required, and such ore concentrate, GOLD or
Associated Minerals shall be exempted from any customs duties, any
taxes, levies or any other imposts in respect of the export of ore

concentrate, GOLD or Associated Minerals hereunder.
ARTICLE XII
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS
(a) EMRA, CONTRACTOR and Joint Venture Company shall each

maintain at their business offices in the A.R.E. books of account, in
accordance with the Accounting Procedure in Anmex "E" and
accepted accounting practices generally used in the mining industry,
and such other books and records as may be necessary to show the
work performed under this Agreement, including the amount and
value of ali GOLD and Associated minerals produced and saved
hereunder. CONTRACTOR and Joint Venture Company shall keep
their books of account and accounting records in United States
Dollars.
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The Joint Venture Company shall furnish to the GOVERNMENT or
its representatives monthly returns showing the amount of GOLD
and Associated minerals produced and saved hereunder. Such returns
shall be prepared in the form required by the GOVERNMENT, or its
representative and shall be signed by the General Manager or by the
Deputy General Manager or a duly designated deputy and delivered
to the GOVERNMENT or its representative within thirty (30) days
after the end of the month covered in the return.

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

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

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

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 certified
accounting firm accepted by EMRA.

ARTICLE XIII
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or Joint Venture Company shall prepare and, at
all times while this Agreement 1s 1n force, maintain accurate and
current records of its operations in the Area. CONTRACTOR and/or
Joint Venture Company shall furmnish the GOVERNMENT or its
representative, in conformity with applicable regulations or as the
GOVERNMENT or its representative may reasonably require
information and data concerning i1ts operations under this
Agreement. Joint Venture Company will perform the functions
indicated in this Article XIII in accordance with its role as specified

1 Article VI of Annex D.
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{(b) CONTRACTOR and/or Joint Venture Company shall save and keep
for one year a representative portion of each sample of cores and
cuttings taken from drilling, to be disposed of, or forwarded to the
GOVERNMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
Joint Venture Company for their own purposes shall be considered
available for inspection at any reasonable time by the
GOVERNMENT or its representatives any such samples which the
CONTRACTOR has kept for Twelve months, may be disposed by
the CONTRACTOR at its reasonable discretion and after notifying
EMRA.

(c) Unless otherwise agreed to by EMRA, in case of exporting any rock
samples outside A.R.E., samples equivalent in size and quality shall,
before such exportation, be delivered to 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 A.R.E. may be
exported if a monitor or a comparable record, if available, is
maintained in the A.R.E. and provided that such exports shall be
repatriated to A R.E. promptly following such processing or analysis
on the understanding that they belong to EMRA.

(e) In the period during which the CONTRACTOR is conducting the
Exploration operations, EMRA’ duly authorized representatives or
employees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EMRA' representative, in exercising its rights
under the preceding sentence of this paragraph (€}, shall not interfere
with CONTRACTOR's operations.
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(f) CONTRACTOR shall provide EMRA with copies of any and all data

(including, but not limited to, geological and geophysical reports,
logs and well surveys) information and interpretation of such data,
and other information in CONTRACTOR’s possession.

CONTRACTOR should furnish EMRA with quarterly and annual
technical reports or as per EMRA request.

(g) All these data shall be confidential and shall not be divulged by

(h)

EMRA without the written consent of CONTRACTOR while this
Agreement is in force during Exploration periods. For the purpose of
obtaining new offers, EMRA may show any other party geophysical
and geological data (such data to be not less than one (1) year old
unless CONTRACTOR agrees to a shorter period, which agreement
shall not be unreasonably withheld, however, EMRA may at any
time show another party such data directly obtained over or acquired
from those parts of the Area which "CONTRACTOR" has

relinquished as long as such data is not less than one (1) year old.

EMRA and CONTRACTOR shall at all times cooperate fully and use
their best efforts to actluirﬂ for their mutual benefit any data which

relates to the Areas in possession from any other person or entity.

ARTICLE 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.
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ARTICLE XV
SAVING OF GOLD AND PREVENTION OF LOSS

CONTRACTOR and Joint Venture Company shall take all proper
measures, according to generally accepted methods in use 1n the mining
industfy to prevent loss or waste of GOLD above or under the ground in
any form during Exploitation operations. EMRA shall notify the
Contractor if EMRA reasonably expects the operation of any mine would
sesult in loss or damage to the mine and if the Contractor does not rectify
such operations in a period of thirty days from such a notice, EMRA
shall have the right prevent any such operation.

ARTICLE XVI
RESTORATION , REHABILITATION AND POLLUTION

CONTRACTOR shall be responsible for reasonable restoration and
rehabilitation of the surface of the Exploration Areas. The loint Venture
Company for reasonable restoration and rehabilitation upon declaration
of exploitation in the 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 pmtectidn of open pits and wells, CONTRACTOR and
Joint Venture Company, as the case may be, shall also take all reasonable
measure to control and minimize the effects of harmful pollutions and
contamination to the extent practically possible, Funds will be allocated
for to the above restoration and rehabilitation costs by the Board of
Diirectors of the Joint Venture Company.

* All surface and groundwater resources, if any should be handled in way
to avord any kind of harmful poliution.

* Such restoration and control shall be accomphshed i 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 XVIl
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized represemtatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such representatives may examine the books,
registers and records of EMRA, CONTRACTOR and Joint Venture
Company and make a reasonable 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 to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Jomt
Venture Company so that none of the activities shall endanger or hinder
the safety or efficiency of the operations. CONTRACTOR or Jomt
Venture Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonabie office space and of adequately
furnished housing while they are in the field for the purpose of
facilitating the objectives of this Article. Without prejudice to Article
XY (e) any and all information obtained by the GOVERNMENT or its
representatives under this Article XVII shall be kept confidential with
respect to the Area.

ARTICLE XVIII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

fa) It is the desire of EMRA and CONTRACTOR that operations
hereunder be conducted in 3 business-like and efficient manner.

{1} The expatriate administrative, professional and technical personne]
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 m Law
No. 89 of 1960 as amended and Ministerial Order No. 280 of
1081 as amended, and CONTRACTOR agrees that all
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immigration, passport, visa and employment regulations of the
ARE., 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 salaries
and wages of each of the expatriate administrative, professional
and technical personnel emplnyed 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 to 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.

(d) Training during Exploration periods :
In each financial year of exploration period/s, an amount in US
Dollars that equal to two percent (2%) of the Annual Exploration

Expenditures 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 .
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(e) Training during Exploitation periods :
In each financial year of exploitation period, an amount 1 US
Dollars that equal to (0.75%) of the Annual Exploitation cost and
Operating expenditures shall be allocated by Joint Venture Company
as an Exploitation Training Budget for EMRA's personnel, provided
that such annual costs and expenses do not exceed USD $506,000,000
(fifty mitlion dollars), the Joint Venture Company will allocate an
amount eqgual to 0.75% percent of the annual cost up to USD
$50,000,000 (million US Dollars) and another 0.05% of any amounts
over the initial (fifty million US Dollars). This exploitation training

cost shall be recovered as Recoverable Exploitation Expenditures.

(f) Training programs shall be arranged and organized by the Contractor
or Joint Venture Company at EMRA’S request. In the cvent that the
total cost of such programs is less than the allocated training budget,
the difference shall be paid in cash by Contractor/ loint 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 training , in cash.
ARTICLE XIX

LAWS AND REGULATIONS

(a) CONTRACTOR and Joint Venture Company shatl be subject to Law
No. 86 of 1956 and the regulations issued for the implementation
thercof, including the regulations for the safe and efficient
performance of dperatiuns carried out for the execution of this
Agreement and for the conservation of the GOLD resources of the
A.R.E. provided that no regulations, or modification or interpretation
thercof, shall be contrary to or inconsistent with the provisions ot

this Agreement.



YooV i oy YA () b ¥ siadl - Doee Jloa 21 AE

oty VAAE o) g o35 aplall S8 L8 wall iS ally JyLatl paady (o)
sy IF Loy SNdatd oo bk |l s Loy Zpdmiial azond¥y 2!
Azl dghary s 1y 5l el B o Sz

ietd 1+ Jodl o o paing IS0 S anai 35y Lo s itz ()
S IS ¢ L g Iy el 23LS 38Ttk 48,0015 Il Szl
Slasdl L0 sk oo Jais (A Ol o 5] L0 ST 0 o0 0
cadt oo Sl e iy il Coladly iSlialt i D e Ky iall
VI [ PORFOI 0 [ PPYES S VPN [ W0 g R VESOC= 301 - O TR
co¥ Sl e o, ol oKy (1l il sy (52l IS5 61
iy o] Sl ook |l ol gy it olaaid ) Clasly w4,
it i 51 oy Sl amlid Jis Y Olagsys 4l e s alld wls by
Le JUH Gl e Ky o Dol g Lyl Syl gy o JUT ) e
PR I (R e, ORI I AU | I T JORN B VS-SR VI L[
- a3l sda Jael Lol Jylatl iviar e ool i

Lkl Jpb )Ly 3L ada g 53,000 Jylalty Recgdl Solelzadly G i {3)

Ldsaas o b5 5y ¥y L Edoy 2lis Y oo I.Ls:.,‘s muaﬁ

Oiligy Sl s laatl OB oy LS 28] LY Y
WIS | PRy | R VIRLIPR W LA R IS §

fo | JSoN L] (e L gl g 28 280 357,800 Jglall oS ylia piaiey ()
ol b Gl e oL Syl e gt ¥ . L3S 0da S ot



LY.

(b)
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CONTRACTOR and Joint Venture Company shall be subject to the
provisions of the Law No. 4 of 1994 concering the environment
and its executive regulation as may be amended, as well as any Jaws
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, ore concentrate and Associated Minerals as
well as any and all withholding taxes that might otherwise be
imposed on dividends, interest, technical service fees, patent and
trademark royalties and similar items. or distributions of any income
to the shareholders of CONTRACTOR, CONTRACTOR shall be
exempted from any tax on capital including any tax on real estaie
and also from clearance tax regarding this agreement.

(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 pruﬁisiuns of this Agreement and can only be
altered or amended by the written mutual agreement of the Said
contracting parties and according to the same procedures by which
the original agreement has been issued.

(¢} The contractors and sub-contractors of CONTRACTOR and Joint

Venture Company shall be subject to the provisions of this

Agreement which affect them. Insofar as all regulations which are
duly 1ssued 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 sub-contractors, as the case may be.
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(f)

(g)

(a)

(b)

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

All the exemptions from the application of the AR.E. laws or
regulations granted to EMRA, CONTRACTOR, lJoint Venture
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently in
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 Government and in all cases priority shall
be given to EMRA if it so desire to obtain the interest intended to be
assigned subject to paragraph (e) of this Article. Transfer of this
agreement to wholly owned subsidiaries of the Contractor shall not
be considered an assignment as per this Article XX.

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

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

(2) The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained in
this Agreement and any modifications or additions in writing that
up to such time may have been made. A draft of such nstrument
of assignment shall be submitted to EMRA for review and
approval before being formally executed.
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{3} The assignor(s) must submit to EMRA reasonable documents and
evidence of the assignee's financial and technical competence.

{¢) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article (XX} shall be free of any
transfor, capital gains taXes or related taxes. charges or fess
including without limitation, all Income Tax, Sales Tax Value Added
Tax, Stamp Duty, or other Taxes or similar payments.

{d} As long as the assignor shall hold interest, the assignor shall be liable
to the extent of assignor's ownership in the assignee under this
Agregiment. The assignor together with the assignee shail be hable
forall dutes and obligations of CONTRACTOR under this Agreement.

{e) 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 shali have the right to acquire the interest intended o be
assigned, if, within sixty (60) davs from assignor's writien
notification, EMRA delivers 1o the assignor a writlen notification
that it accepts the same copditions agreed to with the third party
assignee. 1§ EMRA does not deliver such notification within such
sixty {60) days period, the assignor shall have the right to
assign t¢  the proposed third party assignee, subject to the
GQV'ERMM approval under Paragraph (a) of this Article (XX).

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



Yo VG dap YA 5 (0 gl ¥ soall - Zoms Min 41 V>

( gypsiandt 4 Jualt Sald1 )
shir3 dladawy &3WTIY S
et s oo LA oLt ) Rmailly LIUY! im0 LA (3 G iy Sl ¢ ty
s aad Y N G et

) s Rt St Bl Lap Sl ] i e i 131
e BN adn aTl g e Hlenel DUL

33,00 KoM Ll L das L ILEYE 236 3 Ras gl e it 131 Y
P 1H IS PN | | T L B

Auiins iaSos n 53k Sy ashil ] 131 ¥

S50 Y Uy bl b ey danedd i S 18 ol i S 131 ( £

G USY 0dn e e o]y Tngl 30U

cadll GRS pabace 18 oy SE o 233 593 Bt g pbnciad 13448
Vi« Ltz oy Lpdli¥] ae 4y e ¥ & af o luall stally
G55 LYl oe cur ps Lo gl ! oldannll Zoues aad ian] i (S
LTS PURNY /I EIN PO PIRETIRIEY § IS L O 10V

L 52 iy el G gt S ST

W o3y ot WY S Ll g i e Liliee ] oSt 13E (Y
e oo ¥ L R0 i AN 3 5 5L Jaadl VA0 2
et Y .inris‘:,i
Jod LasSonll iz 43 480 3l L UG 50 « LAIY) L i
JaEall Gons oo LRIV Hin Bl 35 - 23U o WSO Y iy sl
,mzwwmmw}m;}f



LI

VeV K s YA 3 () U ¥ sl — dmas 5y 4

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR,
~ the following instances:

1)

2)

3)
4)

3)

6)

If it knﬂwiﬁgly has submitted any false statcments to the
GOVERNMENT which were of a material consideration for the

execution of this Agreement;

If it assigns any interest hereunder contrary to the provisions of
Article XX;

If it is adjudicated bankrupt by a court of competent jurisdiction;
If it does not comply with any final decision reached as the result
of court proceedings conducted under Article XXIV .

If it intentionally extracts any mineral other than GOLD and

associated minerals not authorized by this Agreement or without
the authority of the GOVERNMENT, except such extractions as
may be unavoidable as the. result of the operations conducted
hereunder in accordance with accepted GOLD industry practice
and which shall be notified to the GOVERNMENT or its
representative as soon as possible.

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86 of 1956,
which are not contradicted by the pmvisiﬂns of this Agreement.
Such cancellation shall take place without prejudice to any rights
which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation,
CONTRACTOR, shall have the right to remove from the Area all

its personal property.
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(b) If the GOVERNMENT deems that one of the afore Said causes

(a)

{(other than a force majeure cause referred to in Article XXII) exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety {90) days written notice personally served
on CONTRACTOR'S General Manager in the legally official
manner and receipt of which is acknowledged by him or by his legal
agents, to remedy and remove such cause; but if for any reason such
service is impossible due to unnotified change of address,
publication in the Official Journal of the GOVERNMENT of such
notice shall be considered as valid service upon CONTRACTOR. If
at the end of the Said ninety (90) day notice 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 effective only against that party and not as
against any other party hereto.

ARTICLE XXII

FORCE MAJEURE

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

- "Force Majeure” .
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(b) "Force Majeure” within the meaning of this Article XXIi, shall

include, but not be limited to any law, order, regulation, directive,
action, inaction or delay by Government agencies, acts 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 is beyond the reasonable
control of EMRA and CONTRACT OR, or either of them.

(c) Without prejudice to the above and except as may be otherwise

(d)

provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EMRA and CONTRACTOR, or either of them for any

damages, resirictions or loss arising in consequence of such case of

force majeure.

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

ARTICLE XXIII
RIGHT OF REQUISITION

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

war or internal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
The Joint Venture Company to increase such production to the
utmost possible maximum. The GOVERNMENT may also
requisition the GOLD Mine (s} itself and, if necessary, related

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

views with respect to such requisition.

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

- CONTRACTOR.

(d) In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EMRA and
CONTRACTOR for the period during which the requisition 1s

maintained, including:

1) All damages which result from such requisition; and

2)

Full repayment to the Joint Venture Company each month for
all GOLD and associated minerals taken by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack i1s not
within the meaning of this paragraph (d). Payment hereunder
shall be made to CONTRACTOR in U.S. Dollars remittable
abroad. The price paid to CONTRACTOR for taken GOLD
and associated minerals shall be calculated in accordance with
Article VII (C} .. |

ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this

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

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

(c) The number of arbitrators shall be three (3).

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

(e)

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

The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within thirty
(30) days after the appointment of the second arbitrator, the two
arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the Hague to designate the
appeinting authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shall be a person of a natiﬂnalitj( other than
the A.R.E. or the country of the CONTRACTOR and of a country
which has diplomatic relations with both A.R.E. and the country of
the CONTRACTOR and who shall have no economic interest in the
mining business of the signatories hereto. |
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() Unless otherwise agreed by the parties o the arbitration, the
arbitration, including the making of the award, shall take place in
Cairo, A R.E.

(g) The arbitral award rendered shall be final and binding upon the
parties inciuding the expenses of the arbitration and related issues,
The execution of the arbitral award before competent court
according to the Egyptian law .

(h} Egyptian Law shali apply tﬂ.the dispute except that in the event of
any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration -ahaii be conducted in English and
Arabic language.

(i} EMRA and CONTRACTOR agree that if, for whatever reason,

arbitration in accordance with the above procedure cannot take

place, all disputes, f:ontrnversies or claims arising out of or relating
to this Agreemeut or the breach, termination or invalidity thereof
shall be settled !:;y ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES
(2} The rights, duties, obligations and liabilities in respect of EMRA and
CONTRACTOR hersunder shall be several and not joint or collective,
it being understood that this Agreement shall not be construed as

constituling an association or corporation of parinership.
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(b)

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 Member's shares of capital which are entirely

" held abroad shall not be negotiable in the A.R.E. and shall not be

(c)

offered for public subscription in the A.R.E. nor shall be subject to the
stamp tax on capital shares nor any tax or duty in the AR.E.
CONTRACTOR shall be exempted from the application of Law No.
159 of 1981 as amended.

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

be jointly and severally liable for the performance of the obligations of
CONTRACTOR under this Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

(a) Give priority to local contractors and sub-contractors, including

EMRA' Affiliated Cﬁmpanie:s as long as their performance 1s
comparable with international performance and the prices of their

- services are not higher than the prices of other contractors and

(b)

sub-contractors by more than ten percent (10%).

Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality, availabihty and
time of delivery are comparable to intemationally available maternal,
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 after transportation and insurance costs have been added.
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ARTICLE XXVII
ARABIC TEXT

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

ARTICLE XXVIH

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 Articies.

ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a Jaw is issued by the competent authorities of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any

countervailing Governmental enactment, and the Agreement is signed by
the GOVERNMENT, EMRA, and CONTRACTOR.

ALEXANDER NUBIA Inc.,

BY

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
BY

ARAB REPUBLIC OF EGYPT

BY .
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
Alexander Nubia Inc.,

IN
ABU MARAWAT AREA,

EASTERN DESERT,

A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B is a provisional sllustrative map showing the Area covered

and affected by this Agreement.

« The Concession Area measures approximately One thousand three
hundred and seventy square kilometers (1370 km?). It is composed of all
or part of Exploration Blocks, the whole Blocks are defined on a three (3}
minutes latitude by three (33 mmnutes longitude gnd
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Coordinates of the comer points of the Area are given in the following
table which forms an integral part of Annex "A™:

Coordinates
Point I_. Lat. ] Long.
l . 26° 39 33° 33
> | 26 39 33° 46
3 26° 18 33" 46’
4 26° 18" 33° 19’
5 26° 30 33° 19’
6 26° 30 33° 33 |
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ANNEX "B"
INustrative Map showing the coverd area
Oof
CONCESSION AGREEMENT
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
Alexander Nubia Inc.,
IN
Abu Marawat AREA,
EASTERN DESERT,
A.R.E.
Annex "B" isa provisional illustrative map at an approximate scale of
(1:500.000 ) showing the Arca covered and affected by this Agreement.
~ Tt is to be noted that the delineation lines of the Area in Annex "B"
arc intended to be only illustrative and provisional and may not show

accurately their true position in relation to existing monuments and
gcographical features.
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ANNEX *(C"
LETTER OF GUARANTY
LETTER OF GUARANTY NO. CAIRO 2007
THE EGYPTIAN MINERAL RESOURCES AUTHORITY

Gentlemen,

The Undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the Egyptian Mineral Resources Authority { hereinafter
referred to 25 " EMRA 7 ) to the limit of six hundred thousand
{$600,600) U.S. Dollars , the performance by Alexander Nubia Inc.
(hereinafter referred to as (ALN) of its obligations required for
Exploration operations to spend a minimum of six hundred thousand
($600,000) U.S. Dollars during the first year of the Exploration
period under Article IV of that certain Congession Agreement
{(herewnatter referred t0 as the "Agreement”} covering thal Area
described i Annexes "A" and "B” of Said Agreement, by and
between the Arab Republic of Egypt (hercinafter referred to as

"AR.E™), EMRA and ALN | dated -———/—--2007.

It is understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarterly, during the period of
expenditure of Said six hundred thousand ($600,000) U.S. Dollars
by the amount of money expended by ALN for such  Exploration
operations during each such quarter. Each such reduction shall be
established by the joint written statement of ALN and EMRA.

In the event of a claim by EMRA of non-performance or surrender
of the Agreement on the part of CONTRACTOR prior to fulfiliment
of Said minimum expenditure obligations under Article IV of the
Agreement, there shall be no liability on the undersigned Guarantor
for payment to EMRA uniess and until such liability has been
estabitshed 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

(2)

(3)

Guaranter will have been informed in writing by ALN and EMRA
that the Agreement between ALN, A.R.E. and EMRA has become

eftective according to its terms, and Said Guaranty shall become

effective on the Effective Date of Said Agreement.

This Letter of Guaranty shali in any event automatically expire(in a

date whichever comes earlier):

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

(b} At such time as the total of the amounts shown on quarterly joint
staternents of EMRA and ALN equals or exceeds the amount of
Said minimum expenditure obligation,

Consequently, any claim, in respect thereof should be made to the

Guarantor prior to either of Said expiration dates at the latest

accompanied by EMRA'S wntten statement, setting forth the amount

of under-expenditure deficiency by ALN to the effect that:

- ALN has failed to perform its expenditure obligations referred to
in this Guaranty, and

- ALN 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 Faithfully,

P olwtn ) 1)1 7 13 | AR

MAanAagEer I o e e

Daw B AN LEJ AN LELEdA AL LB A A LN L NN NN AL NN ALl NN LN NN AL NI LN I J NI LA



FoV i g YA (0] U Y suall = e Jl i b VYA

(2} @il
48 il ! @S bl | yuia'G 2l
(91 Bk
Skl o e Tl s s i Jud bl 35,2 S5
G 28,800 iy g L L] LA KUYy 1 sl e S0Y (i
ol 0id kad o ylass ¥ g adl g o o sl iyl it o)
g L Lt AL RG] i oo pn st U1
(dusilll! Bald )
S a8 801 el e Lao JyLatly Bucgl Giss ¢ ()Ll SLESN 5,5 s
| Jaadl s 31 48 'L:"J S5
(& Ba
A2l e By pper (S A AMNIS,EN s S 0S50
(Al 3l Bag1)
o JoUlly gl pubazs oW ¢ JuST) JJ-"-!.rL:-UI FERLFTIATPLYA -
soras izl 3 5y Soudt Jleels Dlina¥ Soldee sy Joiis G
e Loy diyas YooV & oenne, il ca eaall b Lai bl L3l
Sty il Jollly dasadl sy 2l datiadl iy peall L gdly Ky adl s &) g
ALYl ads g Lndl Ol ol dihia § P olles



YA OYL LV EL Aoy YA 4 (ot} oG Y adadl = B 30y 4

ANNEX "D"
CHARTER OF JOINT YENTURE COMPANY
ARTICLEI1
A joint stock cumﬁany having the nationality of the ARAB REPUBLIC
OF BGYPT shall be formed with the authorization of the

GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter, -

The Company shall be subject to all laws and regulations in force in the
A.RE. to the extent that such laws and regulations are not inconsistent

with the provisions of this Charter and the Agreement referred to below.
ARTICLE II

The name of the Joint Ventwure Company shall be mutually agreed upon
between EMRA and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum. _
ARTICLE M1
The Head Office of Joint Venture Company shall be in'the A.RE..
- ARTICLE IV

The object of Joint Venture Company is {o act as the agency through
which EMRA and CONTRACTOR, carry out and conduct the,
Eﬁplﬁitatiﬂn and fﬁﬁherr Explotation operations required in accordance
with the provisions of the Agrecment signed on the -vee-- day of
~me—m-—-ee= 2007 by and between the ARAB REPUBLIC OF EGYPT,
THE EGYPTIAN MINERAL RESOQURCES AUTHORITY and
CONTRACTOR COVErRINgG Exp}{}itatiﬁn ﬂperat.iﬁns in  Abu Marawit
AREA, described therein. '
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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 thie ‘Area converted into a Exploitation Lease pursuant to Work

Programs and Budgets approved in accordance with the-Agreement.

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

Annex "E" thereto.

The Joint Venture Company shall not engage in any business or
undertake any activity beynn& the pcrfﬂnnaﬁr:e 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 lite of Joint Venture
Company, one half (1/2) of the capital stock of Joint Venture Company
(2500 shares for EMRA and 2500 shares for ALN )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 assign any of the capital
stock of Operating Company and, in that e;;ent, 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.
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ARTICLE V1

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 in connection
therewith, and shall not be obligated as a principal for the financing or
performance of any of the duties or obligations of either EMRA or
CONTRACTOR under the Agreement.

ARTICLE VII

The Joint Venture Cﬂmpany shall be no more than an agent for EMRA
and CONTRACTOR. Whenever 1t is indicated herein that The Joint
Venture Company shall decide, take action or make a proposal and the
like, 1t 1s understood that such decision or judgment is the result of the
decision or judgment of EMRA, CONTRACTOR or EMRA and
CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII

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 ailso be a Managing Director. CONTRACTOR shall

designate the General Manager who shall also be a Managing Director.
ARTICLE IX

Decisions of the Board of Directors shall be vahd if a majonty of the
Directors are voted and any decision taken must have the atfirmative
vote of five (3) or more of the Directors; provided, however, that any

Director may be represented and vote by proxy held by another Director.
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ARTICLE X

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

The Board shali, in due course, draw up the By-Laws of Joint Venture
Company and such By-Laws shall be effective upon being approved by
a General Meeting of the Shareholders, in accordance with the provisions
of Article X hereof.

ARTICLE XII

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

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

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

ALEXANDER NUBIA Inc.,

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE ]
GENERAL PROVISIONS
{a) Delinitions:

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

this Accounting Procedure and have the same meanmings.

(h) 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 Staterment of Exploration Activity reflecting
all charges and credits related to the Exploration Operations
gonducted In any portion of the Area not converied nto an
Exploitation Lease for that quarter summanzed by appropnate

classifications indicative of the nature therepf.

Following its coming into existence, Joint Venture Company shall
render 1o 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 Leage for that
quarter summurized by appropriate classificatons indicative of
the nature thereof, except that items of controllable matenal and
unusuat charges and credits shall be detailed.
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(c) Adjustments and Audits:

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

(2) 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, unless 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.
(d) Currency Exchange:
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.
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All U.S. Dollars expenditures shall be charged in the amount
expended. All Egyptian Pounds expenditures shall be converted to
U.S. Dollars at the applicable rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which expenditures
are recorded, and all other non-U.S. Dollars expenditures shall be
translated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Westminster Bank Limited, London
~at 1030 am. GM.T,, on the first day of the month in which
| expenditures are recorded. A record shall be kept of the exchange
rates used in translating Egyptian Pounds or other non-U.S Dollars

expenditures to U.S. Dollars.
(e) Precedence of Documents:

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

Agreement shall prevail.
(f) Revision of Accounting Procedure:

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

the light of future arrangements.
(g) No Charge for Interest on Investment:

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

under the Agreement.
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ARTICLE II
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 to the acquisition, renewal or relinquishment

of surface nghts 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 salaries.

For the purpose of this Article II (b) and Article II (c) of this
Annex, salanes and wages shall mean the assessable amounts
for A.RE. 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,
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(2) For expatniate employees permanently assigned to Egypt:
I. All allowances applicable to salanes and wages;

2.Cost of established plans; and

3. All travel and relocation costs of such expatriate employees
and their families to and from the employee’s country or
point of origin at the time of employment, at the time of
separation, or as a result of transfer from one location O
another and for vacation (iransportation costs for employees
and their families transferring from the A.R.E. to another
location other than. their country of origin  shall not be
charged to A.R.E. Operations).

Costs under this Article 1T (b} {2) shall be deemed to be 2qual o
seventy five percent (75%) of basic salaries and wages paid for
such expatriate personnel including those paid during vacations and
sick leaves as established 1in CONTRACTOR's international
policies, chargeable under Articie H (b) (1), Article I {1}, Article I
{k} {1) and Article II {k}3) of this Annex.

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

outlined above shall be deemed 1o reflect CONTRACTOR s actual
costs as of the Effective Date with regard to the following benefits,

allowances and costs ;-
1. Housing and Utilities Allowance.
2. Commuodities and Services Allowance.

3. Special Rental Allowance.
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4. Vacation Transportation Allowance,

5. Vacation Travel Expense Allowance,

6. Vacation Excess Baggage Allowance.

7 Bducation Allowances {{Children of Expatriate Emplovees).

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

@, Storage of Personal Effects.
10. Housing Refurbishment Expense.
11, Property Management Service Fees.
12. Recreation Allowance.
13, Reurement Plan.
14. Group Life Insurance.
15. Group Medical Insurance.
16. Sickness and Disability.

17, Vacation Plans Paid {excluding Allowable Vacation Travel

Expenses).
18. Savings Plan.
19, Military Service Allowance.
20, F1CA.
21, Workman's Compensation.

22, Pederal and State Unemployment Insurance.
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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 reviewsd at intervals of
three (3} years from the Effective Date and at such time CONTRAC-
- TOR and EMRA will agree on new percentages to be used under this
paragraph.
Revisitons of the percentages will take into consideration variances in
costs and changes in CONTRACTOR's international policies which
change or exclude any of the above allowances and benefits. The re-
vised percentages will reflect as nearly as possible CONTRACTOR s
actual costs of all its established allowances and benefits and of per-

sonnel transfers.

(3} For expatriate eniployees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in  accordance with
CONTRACTOR's indemational policies. Such costs shall not
mclude any administrative overhead other than what is
mentioned in Article I (k) (2) of this Annex.,

{4} Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmenisl authority which "afa
applicable to labor cost of salaries and wages as provided under
Articte IL (b) €1), Article 11 b) (2), Article IF (i), Article Il (k) (D)
angd Article T (k) (3) of this Amnex.
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(c) Benefits, allowances and related costs of national employees:

Eonuses, overtime, customary allowances and benefits on a basis
similar to that prevaiting for Mining companies operating in the
AR.E., all as chargeable under Article II (b) (1), Article 1I (i),
Article II (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 equivalent to the maximum liability for severance payment
as required under the A.R.E. Labor Law.

(d) Material

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or Joint Venture Company.

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

(2) Material Furnished by CONTRACTOR:

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

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

New Material transferred from CONTRACTOR'S or
'CONTRACTOR'S Affiliated Companies warehouse 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,
prevailing at the time such material was supplied.
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2. Used Material (Conditions ''B" and ""(C"')

a) Material which is in sound and serviceable condition and
is suitable for reuse without reconditioning shall be
classed as Condition "B" and priced at seventy five
percent {75%) of the price of new material.

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

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

d) Tanks, buildings and other 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 ﬂxﬁenses to the extent covered

by established policies of CONTRACTOR or with regard to
expatriate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR'S or Joint
Venture Company's business.

(3) Employees transportation and relocation costs for national

employees to the exient covered by established policies.
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() Services:

(1) Outside services: The costs of consultants, services and utilities
procured from third parties. in addition to lease of equipment,
machinery and other materials required for exploration and
exploitation.

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

(3) Use of EMRA, CONTRACTOR'S or their Affiliated Companies'’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not
1n 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 cther
than what is mentioned in Article II ((k) (2) of this Annex.

{g) Damages and Losses:

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

The cost of any public iiability, property damage and other insurance
against liabilitiecs of CONTRACTOR, Joint Venture Company
ang/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 partics may agree upon. The proceeds of
any such msurance or claim collected, less the actual cost of making
a ¢laim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good international Mining practices, all related actual expenditures
incurred and paid by CONTRACTOR or Joint Venture Company in
settlement of any and all losses, claims, damages, judgments and any
other expenses, intcluding legal services.

{i} Indirect Expenses:

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 gencral emplovees
indirectly serving the Area.
( J) Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in secunng 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
actions 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.
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(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 ARE andfor other offices established in the ARE. as
appropriate other than field offices which will be charged as
provided in Article I (i) of this Annex, and excepting salaries of

- employees of CONTRACTOR who are temporanly assigned o
and directly serving on the Area, which will be charged as
provided in Article II {b} of this Annex,

{2) CONTRACTOR'S admimsirative overhead outside the ARE.
applicable to Exploration operations in the ARE. shall be
charged each month at the rate of five percent (3%} of total
Exploration expenditures, provided that no administrative
overhead of CONTRACTOR outside the ARE. appheable o ARE
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 applicd against the Exploration obligations.

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

I. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.
3. Pur{:hasing - Procuring materials, equipment and supplies.

4. Exploration and -?mﬁuctiﬁn—ﬂirecting, advising and controtling
the entire project.
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5. Other departments such as legal, comptroller and engineerning
which contribute time, knowledge and experience 1o the
Operations.

The foregoing does not preclude charging for direct service
under Article I1 (f) (2) of this Annex.

(3) While Joint Venture Company is conducting operations, Joint
Venture Company's personnet engagéd in gencral clerical and
office work, supervisors and officers whose time is generally
spent in the main office and not the field, and all employees
generally considersd as general and administrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be allocated each month between
Exploration and Exploitation operations according to sound and
practicable accounting methods.

(I} Taxes:
All taxes, duties or levies paid in the A.R.E. by CONTRACTOR or

Joint Venture Company with respect to this Agreement other than
those covered by Article IIT (j) (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
is formed. Without prejudice of Article Il (i) of the Agreement, No
sales expenses incurred outside or inside the ARE may be
YECOVersa as a cost.

{n} Other Expenditures

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this artreie 11,
mcutred by CONTRACTOR or Joint Venture Company under
approved work programs and budget.
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ARTICLE HI
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EMRA and
CONTRACTOR inventories shall be taken by Joint Venture Company
of the operations materials, which shall include all such materials,
physical assets and construction projects. Written notice of intention to
take inventory shall be given by Joint Venture Company to EMRA
and CONTRACTOR at least thirty (30) days before any inventory is
to begin so that EMRA and CONTRACTOR may be represented
when any inventory 1s taken. Failure of EMRA and/or
CONTRACTOR to be represented at an inventory shall bind them to
accept the inventory taken by Joint Venture Company, who shall in
that event furnish the party not represented with a copy thereof.

(b) Reconciliation and Adjustment of Inventories:

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

ARTICLE IV
COST RECOVERY

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

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

1. Recoverable costs carried forward from the previous quarter, 1f any.
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2. Recoverable costs incurred and paid during the quarter,
3. Total recoverable costs for the quarter (1) + (2).

4, Value of Cost Recovery GOLIL taken and separately disposed of
by CONTRACTOR for the guarter.

5. Amount of costs recovered for the quarter.

6 Aﬁ‘t{}um of recoverable costs carnied into the succeeding quarter, if
any.
7. Excess, i any, of the value of Cost Recovary GOLD taken and

separately disposed of by CONTRACTOR over costs recovered
for the quarter.

(b) Payments:

If such Statement shows an amount due EMRA, payment of that
amount shall be made i U.S. Dollars by CONTRACTOR with the
rengition of such Statement. If CONTRACTOR fails to make any
such payment to EMRA on the date when such payment is due, thes
CONTRACTOR shall pay interest of two and one half percent
{2.5%) per annum higher than the London Inter bank Borrowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest is <alculated. Such interest
payment shall not be recoverable, ‘

(c) Settlement of Excess Cost Recovery GOLD:

EMRA has the right to teke 115 entitlement of Bxcess Cost Recovery
GOLID under Article VII (h) of the Agreement in kind during the
said quarter. A settlement shall be required with the rendition of such
Statements in case CONTRACTOR has taken more than its own
entitlement of such Excess Cost Recovery GOLD.
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(d) Audit Right:

EMR A shall have a period of twelve (12) months from receipt of any
Statement under this Article IV in which te audit and raise objection
to any such Statement. EMRA and CONTRACTOR shall agf®e-en

- any vequired adjustments. Supporting documents and accounts will

be available to EMRA during Said twelve (12) month period.
ARTICLE V
CONTROL AND MAJOR ACCOUNTS

(a) Explumtiun Ohligation 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
activily prepared per Asticle I {b) (1) of this Annex, less any
reductions agreed to by EMRA and CONTRACTOR foliowimng
written exceptions taken by a non-operator pursuant to Article I (c)
(1) of this Annex, in order to determine when minimum Exploration
obligations have been met.

(b) Cost Recovery Control Account:

CONTRACTOR will establish a Cost Recovery Control Account
and an offsetting contra account o control therein the amount of cost
remaining to be recovered, if any, the amount of cost recoverad and
the vajue of Excess Cost Recovery GOLI, 1f any.

Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establhishing when the
minimum Exploration obligations have been mel, costs, expenses
and expenditures shail be recorded in major accounts mciuding the
following: |

- Exploration Expenditures;
- Exploitation Expenditures other than Operating Expenses;
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- Operating EXpenses;
- Necessary sub accounts shall be used.
Revenue accounts shall be maintained by CONTRACTOR o the

extent necessary for the control of recovery of cosis and the
treatment of cost recovery Gold.

ARTICLE ¥I
TAX IMPLEMENTATION PROVISIONS

It i3 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided m the Agreement, that
any AR.E. Income Taxes paid by EMRA on CONTRACTOR'S behalf
constitute  addibional mcome to CONTRACTOR, and this additional
income is also subject to A R.E, income fax, that is "grossed up”.

CONTRACTOR'S annual income, as determined in Article IIE (-2 of
this Agreement, less the amount equal to CONTRACTOR'S grossed-up
Egyptian income tax Hability, shall be CONTRACTOR'S "Provisional
Income”.

The "pross-up value” is an amount added {o 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 Vaiue and
Grossed-up Value = A R.E. Income Tax on Taxable Income.

If the "ARE. 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 icome, then:

- Grossed-up Vatue = ARE income tax rate TIMES Taxable Income,
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Combining the first and last equations above

Provistonal income X Tax Rate
i - Tax Rate

Grossed-up Value =

Where the tax rate is expressed as a decimal.

The sbove computations are ilustrated by the following numerical
example. Assuming that the Provisional Income is $10 and the ARE.
Income Tax rate is forty percent (40%), then the Grossed-up Value is
aqual 1o

$10x04
g =366
Therefore:
Pravisional income $10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: AR.E Income Taxes at 40% 6.67

CONTRACTOR'S Income after taxes $10.00
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