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CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN MINERAL RESOURCES
AUTHORITY

AND
SMW Engineering Ltd.,
FOR
GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
IN
Um Balad AREA, EASTERN DESERT, A.R.E.

This Agreement made and entered 1nto this day of --------, -, 2007,
by and between THE ARAB REPUBLIC OF EGYPT (hereinafter
referred to variously as "The A.R.E." or as the "GOVERNMENT?") - and
THE EGYPTIAN MINERAL RESOURCES AUTHORITY, (hereinafier
referred 10 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 SMW Engineering Ltd., a company
organized and existing under the laws of The Russian Federation

(hereinafter referred to as "SMW" or as "CONTRACTOR").
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WITNESSETH

WHEREAS, Law No, 86 of 1956 of mines and quarnes as amended,
established that all minerals and ore deposits including GOLL), existing
in mines and quarries in "ARE” including the territorial waters and in
the seabed subject to its jurisdiction and extending beyond the territorial
waters, are the property of the State; and

WHEREAS, " EMRA" and " SMW 7  wish to collaborate for the
purpose of exploring and developing GOLD and associated mnerals in
“ARE"; and

WHEREAS, EMRA has applied o the GOVERNMENT for an exclusive
concession for the exploration and exploitation of Gold and Associated
Minerals in and throughout the area referred to in Article II, and
described in Annex "A” and shown approximately on Annex "B”, which

are attached hereof; and made part hereof; (hereinafier referred 10 a5 the
“Area’}; and C

WHEREAS, SMW agrees to undertake s obligations provided
hereinafter as Contractor with respect to the Exploration, Explotation
operations in the said Area, and | |

WHEREAS, the GOVERMNMENT desires hereby to gramt such
coneession; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No, 86 of 1956, may enter into a concession agreement with EMRA, and
with SMW as a Contractor, for Exploration and Exploitation operations
for GOLD and Associated Minerals in the Areas heretnafter referred fo.

NOW, THEREFORE, the partics hereto agree as follows:
ARTICLE]Y
DEFINITIONS

(a} "EXPLORATION" shall mean for example and not Limited to, the
examination of the surface and the underground by all means,
particularly geological and geophysical, leading o the identification
of minerals by ‘their physical, magnetic, electric, or other
characteristics or by making test pils or bores to ascertain the
existence or possibility of existence of GOLD and minerals
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associuted with GOLD. EXPLORATION mcludes also exploration
desigming works and detailed examination of the surfue and
undcerground by all drithing and mining operntions lcading 1o the
deiineation of ore bodies, #s guantities, the reserves of gold ore and
associated minerals and mining and technical conditions, methods
of extraction, dressing, marketing and feasibility studies.

"EXPLOITATION" shall mean, but not 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. Designing works, drilling, mining and guarrying design, civil
construction, installations servicing and maintenance of
equipment, electric, railway and pipe lings, sewage systems,
facilities, mining and dressing plants, refinement of ores and
related operations, and any other activity which helps in
preparing the mines or quarries for production and transportation
to shipping terminals.

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

4, Restoration and rehabilitation operations.

{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.

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

(d)

(e)

as a result of exploitation and refining.
"ASSOCIATED MINERALS" shall mean silver, platinum, lead,
zinc, copper and other metals that are naturally associated with
Gold to the extent that they can be extracted, milled or processed
with GOLD.

"ALREE." is an abbreviation for the ARAB REPUBLIC OF
EGYPT.
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(fy "EFFECTIVE DATE" means the date on which the text of Lhis
Agreement 1s signed by the GOVERNMENT, EMRA and the
CONTRACTOR, after the relevant Law 15 1ssued.

(g) (1) "YEAR" or " CALENDAR YEAR " means a period of twelve(12)
months according to the Gregorian Calendar being 15 January to
315 December.

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

(3) "TAX YEAR" means the period of twelve (12) months according
to the tax [aw and regulations of the A.R.E.

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

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

(i1} Which is the owner directly or indirectly of share capital

conferring a majonty ot votes at stockholder's meetings of a
party hereto; or

{(iii} Of which the share capital conferring a majonty of votes at
stockholder’s meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of a
party hereto are owned directly or indirectly by the same
company.

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

- Geological assessment, Reserves and conclusions;
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(1)

- Estimated market demand over next ien (10) yvears:

- Estimated (FOB) price of GOLD & associated minerals;

- Pertod of Recovery of pre-production, kExploration and
Exploitation nvestments incurred by CONTRACTOR in
accordance with the terms of this Agreement:

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

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

Foliowing the receipt of such study, EMRA and CONTRACTOR
shall meet and review all appropriate data with a view to mutually
agreeing upon the existence of a commercial discovery. Any
differences of opinion rcgarding the study or the existence of the
commercial discovery will be discussed and an effort made in
mutual good faith 10 resolve 1t. 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
(060) days after the date of which the study is reccived by EMRA.
The date of commercial discovery shall be the date EMRA and
CONTRACTOR mutually agree that commercial discovery exists.

"Dumps and Tailings' refers 1o all those dumps and tailings currently
existing 1n the arca and resulted from old mining workings that
have heen carried out before the Effective date of the Agrcement.

"EXPLORATION BLOCK" shall mean an area, the comer 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
boundanes of the Arcas covered by this Concession Agrecment as
sct out in Annex "A".

"EXPLOITATION BLOCK" shall mean an area, the corner points
of which have 10 be coincident with one (1) minute by one (1)
minute  latilude and iongitude 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".



Yo Vi Ly YA 3 () Y oaat - e iy |

YA

chellas oo 48T 5l g las i dolas ia ™ izl sphas 5l S (o)
Szl

1S Ao bemaad | alally Goba8) codll sl 2as "g lonall g YW ()
ibeal! polally cadll gl JyLilly il L15 Sae s o (Ot 0])
oditin iy £ 1E, Ja, 4

L] ISy ot l condll olaS Jlanl zay * JSH gl plaN] ™ ()
i - Lkl e (Sdmy o) W islal! potal] (s dozil! LSl
oudoe| i.,I'L.

dadl 5 20 Kaladl 3 ekl gl i ™ Al (p)

QU PRRNTIRTE D TP WP BETCRy & (Fp RS

i (" Jylis e " aad 35,2 JS) 28T 1 285,8 aas " gl " ()
Boladd Uid 03 o o5 130 NE gulys of Gl LS LY o 3 U5 LRI
IS adn e ekl (Y-

cLael o giae o] (aely 45,2 Ol8 151) 45,8 s * Olodaally GBI (3)
)| PSR KN PUTS PV RS D= e (38,2 oo 28T 108 131) J,Lak!
s o1 Ll dall 0ol 5 Lilachl O Y LS ey ] a5
Sldandly G ey Zngldl U] Syl e oy

() Godlly daludl Baladd Gk Lgny yS5 s 457,40 0 " 35,2801 25,2017 ()

ALY sds o



VA

YooV D Lo YA 3 () Y sl — da M50y AL

(m)

{n)

(o)

(p)
(q)

(s)

(1)

"EXPLOITATION LEASE (s)" shall mean an area that covers one

or more exploitation blocks .

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

commercial basis.

"THE ANNUAL TOTAL PRODUCTION" shall mean the total
quantity of refined GOLD and the total quantity of associated

minerals (if any) produced from the area during one financial year,

"EMRA." shall mean the Egyptian Mineral Resources Authority.

"AGREEMENT" shall mean this Concession Agreement and its

Annexes.

"CONTRACTOR" could be one company or more {each company
is called a CONTRACTOR Member). Unless modified by virtue of
Article XX herein, CONTRACTOR under this Concession

Agreement shall mean SMW.

"OPERATOR" means a company (if 1t 1s 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 V1 and Annex D of this Agreement.
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ARTICLE 1
ANNEXES TO THE AGREEMENT

Annex "A'" 18 a descuiption of the Arca covered and affected by this
Agreernent, hereinafter referred to as "The Area”.

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

Annex """ s the form of a Letter of Guaranty to be ssued by the
National Bank of Egypt, Cairo, Egypt and to be submitted by
CONTRACTOR to EMRA one (1) day before the time of signature of
the Minister of Petroleum on this Apreement, {for the sum of one million
($1,000,000) 1).S. Dollars guaranteeing the execution of Contractor's
Minimum Exploration Obligations hereunder {or the initial Exploration
Period.

In case CONTRACTOR shall have eclected to extend the initial
Exploration Period for an additional period in accordance with Article
[T {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. "

Each such guaranty shall remain effective for six {6) months after the end
of each Exploration period except as it may be released prior (o that time
i accordance with the tenms thereof or upon completion or performance
of Contractor's obligations hereunder.

it s speaifically agreed that

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

- EMRA shall issug quarterly instruction to the bank to release
CONTRACTOR from 1ts obligation under the terms of these letters of
guaranty by an amount equal to the amount spent by CONTRACTOR
and approved by "EMRA".
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Annex VDY is the form of a Charter of the Joint Venture Company fo be

formed us provided for in Article Vi hereof.
Anaex "E" 15 the Accounting Procedure.

Annexes TAY, "BY, "C", D", and "E" to this Concession Agreement
are hereby made part hereof, and they shall be considered as having

equal force and effect with the provisions of this Agreement.
ARTICLE I
GRANT OF RIGHTS AND TERM
The GOVERNMENT hereby grants EMRA and CONTRACTOR subject

to the terms, covenants and conditions set out in this Agreement, which
insofar as they are contrary to or inconsistent with any provisions of Law
No.B6 of 1956, as amended, shall have the force of Law, an exclusive

concession in and 1o the area described 1n Annexes "A° and *BY.

{(a) Starting from the commencement of the commercial production of
Gold and associated minerals, the GOVERNMENT shall own and
be entitled, as hereinafter provided, 10 8 royalty of four percent
{4%) of the itofal guantity of GOLD and associsted minerals
produced from the Area during the Exploitation peniod including Hs
exiension. Said royalty shall be unrecoverable and be delivered or
paid to the GOVERNMENT by the Joint Venture Company on
hehalf of CONTRACTOR and EMRA. Said royalty shall be paid in
cash (under market conditions prevailing at the time of sale) or in

kind, at the elechion of the GOVERNMENT.
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(b)

An initial Exploration period of ONE (1) year shall start from the
Effective Date. one (1) successive extension to the initial Exploration
period of TWQ (2) years shall be granted to CONTRACTOR at its
option, upon thirty (30} days prior wntten notice to EMRA, and
subject only to its having fulfilled its obligations hereunder for the
preceding period. The final exploration period may be extended for
up to six (6} months upon Contractor's request and subject to
EMRA’S approval to enable the completion of any testing or
evaluation procedure actually started before the end of the final
Exploration period. Said extenston shall not be more than six (6)
months.

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

Discovery 1s established by the end of all Exploration periods, if
applicable.

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

(e)

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

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

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 owned

by The Government and shall be left in its place or transported later
by EMRA.

(f) The CONTRACTOR shall be allowed to drill at his own expense in

the Arca for water that s required for its operation and use it at no
additional cost.
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(2)

(h)

Following Commercial Discovery the extent of the whole area
capable of production to be covered by Exploitation lease or leases
shall be mutually agreed upon by EMRA and CONTRACTOR and
be subject to the approval of the Minister of Petroleum. Such arca
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 leasc,
Exploitation operations shall be started promptly by the Joint
Venture Company and be conducted in accordance witth good
mining practices and accepted engineening principles, untif the mine
is considered to be fully exploited.

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 1ssuance, such an Exploitation lease shall

immediately be relinquished, unless otherwise agreed upon by
EMRA.

(1) CONTRACTOR shall bear and pay all costs and expenses rcquired

in carrying out all the operations under this Agrcement. The
recovery of the Exploration costs and expenses shall not include
any interest but the recovery of Exploitation costs and expenses
may include interest on the investment bomrowed by
CONTRACTOR from non-affiliated Company (s) provided that the
percentage of loans to the total Exploitation investment does not
exceed fifty percent (50%) and that the rate of interest does not
exceed Five percent (5%).

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

income tax laws and shall comply with the requircments 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 tax purposes under
this Agreement shall be an amount calculated as follows:

The total of the sums received by Contractor from the sale or other
disposition of all gold and associated minerals acquired by
{Contractor pursuant te article VII of this agreement.

Reduced by @
1} The costs and expenses of CONTRACTOR,

i} the value as determined according 10 article Vil (b} of EMRA's
share of Excess cost recovery repaid 1o EMRA in cash or in
kind if any,

Pluas:

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

For purposes of above tax deductions in any tax year, anticle VI {d) shall
apply only in respect of classification of costs and expenses and rates of
amortization, without regard to percentage inmitation referred to in article

VI {e).

All costs and expenses of Contractor in conducting the operations under
this agreement which are not controlied by articie ViI {d) as above
qualified shall be deductible in accordance with the provisions of the
Epvptian Income Tax Law.

3. EMRA shall assume , pay and discharge in the name and on behalf
of Contractor, Contractor's bBgypiian mcome tax { velated to the
activities of this agreement) out of EMRA’S share of the production
as provided in article VII (g). All taxes paid by EMRA m the name
angd on behalf of Contractor shall be considered mcome ©
Contractor,
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4. EMRA shall furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (90} days following the receipt by
EMRA of CONTRACTOR'S tax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tax Authorities
and shall state the amount and other particulars customary tor such
receipts. |

5. As used herein, Egyptian Income Tax shall be inclusive of ail
income taxes payable in the A.R.E. (including tax on tax) such as
the tax on income from movable capital and the tax on profits from
commerce and industry and inclusive of taxes based on income or
profits including all dividends, withholding with respect to
shareholders and other taxes imposed by the GOVERNMENT of
A.R.E. on the distribution of income or profits by CONTRACTOR.

6. In calculating its A.R.E. income taxes, EMRA shall be entitled to
deduct all royalties paid to the GOVERNMENT by Joint Venture
Company and Contractor's Egyptian income taxes paid by EMRA
on Contractor's behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) Contractor shall commence Exploration operations hereunder not
later than four (4) months after the Effective Date. EMRA shall, if
requested by CONTRACTOR, make available for Contractor's use
all geological, exploration and mining data in EMRA possession
with respect to the Area as EMRA is entitled to do so.

(b) The initial Exploration period shall be ONE (1) year. CONTRACTOR
may extend this initial Exploration period for one (1) extension
periods of TWQ years and in accordance with Article 1II (b), upon at
least thirty (30) days prior written notice to EMRA, subject to
CONTRACTOR fulfillment of 1ts minimum Exploration obligations
hereunder, for the initial Exploration period.
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(c) CONTRACTOR shall spend a minimum of one million ($1,000,000)

(d)

(e)

U.S. Dollars on Exploration operations and activities related thereto
during the mitial Year of Exploration pertod (ONE year). For the
extension penod (TWO years) that CONTRACTOR elects to extend
beyond the initial Exploration period, CONTRACTOR shall spend a
minimum of five million ($5,000,000) U.S. Doliars.

Should CONTRACTOR spend more than the minimum amount
required to be expend during the initial Exploration period, the
extension, the excess shall be subtracted from the minimum amount
of money required to be expent by CONTRACTOR during the
extension Exploration period.

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 one
million ($1,000,000) 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 one million ($1000,000) U.S. Dollars
and the amount actually spent on Exploration that approved by
EMRA shall be paid by CONTRACTOR to EMRA at the time of
surrendering or within three (3) months from the end of initial
Exploration period as the case may be.

Any expenditure 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 1s still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover any
such payments as Exploration expenditure in the manner provided
for under Article VII in the event of Commercial Production. In case
no Commercial production is established , EMRA shall not bear any
of the afore Said expenscs spent by CONTRACTQR.
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(f)

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

The Exploration Work Program and Budget shall be rewe:wad by a
joint committee to be established by EMRA and CONTRACTOR
after the Effective Date of this Agreement. This Committee,
hereinafter referred to as the "Exploration Advisory Committee”,
shall consist of six (6) members, three (3) of whom shall be
appointed by EMRA and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be
designated by EMRA from among the members appointed by it.
The Exploration Advisory Commitiee shall review and give such
advice as 1t deems appropriatc with respect to the proposed Work
Program and Budget. Following review by the Exploration
Advisory Commitice, CONTRACTOR shall make such rcvisions
and submit the Exploration Work Program and Budget to EMRA for
its approvai. Following such approval, it 1s further agreed that:

(1) CONTRACTOR shall not ﬂubstantiuii}* revise or modify Said
Work Program and Budget nor reduce the approved budgeted
cxpenditure without the approval of EMRA.

(1i) In the event of emergencies involving danger of loss of lives or
property, CONTRACTOR may ¢xpend such additional unbudgeted
amounts as may be required to aileviate such danger. Such
expenditure shall be considcred 1n all aspects as Exploration
expenditure and shall be recovered pursuant to the provisions of
Articte VII hercof.

CONTRACTOR shall advance all necessary funds for all materials,
cquipment, supplies, personnel. administration  and  operations
pursuant to the bExploration Work Progrum and Budget and EMRA
shall not be responsible to bear or repay any of the aforesaid costs.
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(h)

(1)

()

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

Except as is appropriate for the specialized geophysical, 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 in the AR.E.

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

CONTRACTOR shall entrust the management of Exploration
uperatiﬂns' in the ARE. to its technically competent Generai
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 written directions given to them by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful regulations issued or hereafter to be issued
which are applicable hereunder and not in conflict with this
Agreement shall apply to CONTRACTOR.

CONTRACTOR shall supply EMRA, 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 shail be available tfor
inspection by EMRA at any time during regular working hours for
three (3) months from the date of receiving each statement.
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(k)

(Within the three (3) ‘months from the date of receiving such
Statement, EMRA shall advise CONTRACTOR in wnting if -it
considers:

(1) that the record of costs 18 not correct; or

(i1) 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 suﬁject to Article XXVI; or

(iii) that the condition of the materials furnished by CONTRACTOR
does not talty 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 is mutually satisfactory. If within the time limit of
the three (3) months period provided for in this paragraph, EMRA
has not advised CONTRACTOR of 1ts objection to any statement,
such statement shall be considered as approved.

Any reimbursement due to EMRA out of the Cost Recovery Gold
and associated minerals as a result of reaching agreement or of an
arbitral award shall be promptly made in cash to EMRA, plus simpie
interest at LIBOR plus two and half percent (2.5%) per annum from
the date on which the disputed amount's would have been paid to
EMRA according to Article VII - ¢ and Annex "E" of this Agrecement
(i - e the date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be the
average of the figure or figures publlshcd by Financial Time
representing the midpoint of the rates (bid and ask) applicable to one
month U.S. Doliars deposits in the Londen Interbank Eurocurrency
Market on each fifteenth (15™) day of each month occurring between
the date on which the disputed amount(s) would have been paid to
EMRA and the date on which 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 (i5th) day is not a day which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the LIBOR
rate to be used shall be that quoted on the next following day on
which such rates are quoted.

(1) CONTRACTOR shall supply all funds necessary for its operations in

(m)

(a)

A.R.E. under this Agreement in freely convertible currency from
abroad. CONTRACTOR shall have the right to freely purchase
Egyptian currency in the amounts necessary for its operations in the
A.RE from EMRA'S 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.

EMRA 1is authorized tc 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 Naticnal Bank of Egypt, Cairo.

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

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

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.
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(b)

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

Without prejudice to Articles III and XXIII and the first two
paragraphs of this Article V (a), at the end of the third Year of the
Exploration period, CONTRACTOR * shall relinquish to the
GOVERNMENT the remainder of the Area not then mnverted to
an Exploitation Leasé or Leasés.

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

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

VOLUNTARY Relinquishments:

CONTRACTOR may, voluntarily, during any penod 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.

Foilowing Commercial Discovery, EMRA and Coniractor shall
mutually agree upon any area to be relinquished thereafter, except
for the Mandatory relinquishment provided for above at the end of
the total Exploration period.
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(a)

ARTICLE Vi

OPERATIONS AFTER COMMERCIAL DISCOVERY

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

Hﬁwwﬂr, The Joint Venture Company and CONTRACTOR shall,
for the purpose of this Agreement, be exempted from the following
laws and regulations &s now or hercafter amended or substituted:

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

Law No. 1539 of 1981 promulgating the law on joint stock
companies, partnership limited by shares and limited liability
comparsies,

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

Law No. 203 of 1991 promulgatng the law on public busingss
sector companies; and

Provisions of part 2 of chapter 6 conceming organizing dealings in
foreign cumrencies from Law No. 88 of 2003, in accordance with
central bank of Egypt, banking and foreign currencies exchanging
laws.
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(b) The Charter of The Joint Venture Company is hércto attached as

(c)

(d)

Annex "D".

Within thirty (30) days after the date of Commercial Discovery, the
Charter shall take effect and Joint- Venture Company shall
automatically come into existence without any further procedures.
The Exploration Advisory Committee shall be dissolved upon the
final relinquishment of the Area not converted into Exploitation
Lease (s). |

Ninety (90) days aftér the date Joint Venture Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and Exploitation
in any portion of the Area converted into Exploitation Lease (s) for
the remainder of the Financial Year im 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 Exploitation 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
Exploitation Lease's shall be implemented, reviewed and approved
in accordance with Article IV (g).

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



YooV i iy YA B () Y saall - B Sl 4

s

o5 a5 Junb 1 idl I el el oo 3admdl 3 il Tobid WL
e (V0) Jde sl oty (V) S 3 aldiy o ol () 5,4
oxt s o3 3 ol SMBall ol e piald sandl ol VS 134 I gl
cady 51 el

raiha el 3 T G Lgd e O Jaind oLy 30201 26,00 oy ()
Salalt Lpeddy ol AL« 5 a0 g aadl ¥ alidd e oty g
S SN EN I P TVSR ONES E TEPRCR P URRE ESRCIRIYS | V1 9
dhig I ZagWl LI o gy ] 6 Lpde Jgead| oy ) alaid
by g b asdy 1,2 30 XS0 Ok dgalyd popg o o
by () ezad | S 3y, LW 0ds 3 Lgde Lot Lozh ]
i A3, Sl M 28, il A8l cads B0l Ji J8 Tt AL
¢ & od e Dlilas Tanls ool o dode Uideas ULy g ooz 8 &aiindl

FEP ISR (S (W0 (PR O X & QY| DO 3 S YO0 S [0 U U

A L Ll b il o M

G SRS ST, 2085, pahomes 5l e 0yilaes SLBY) s ()
iaz A1 g ¥ prar 5 Sl LAY S 3 LS I sl
el Ais SN Wby ¢ LAWY W, 18l 5 il
P gy oy et &3 S 0Ly AT GUBYY &, o sk 38,20
M« il 3 3wl 28l XS0l e 1L eyt Y]
S sy Lad Ty Jandl e L S e Jslilly Ripgl) Gily
Sl Josr gl opiger g5l s 5l el JU a3 b,
T FEP D Wy §



£3

Yo o¥ L gy YA 3 (ml) ¥ sl = dew JHiag 2

e, v

Payment for the appropriate period of such month shall be made to
the coryespondent bank designated in paragraph {e} below on the
first (1) day and fifteenth (15") day respectively, or the next
following business day, if such day is not a business day.

(e} The Joint Venture Company is authorized to keep at its own disposal

(f)

abroad in an account opened with a4 correspondent bank of the
Mational Bank of Egypt, Camro, the forcign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acguired abroad and  for
transferring to a local bank in the AR.E. the required amount fo
meet the expenditures in Egyptian Pounds for The Joint Venture
Company in connection with its activities under this Agreement.

Within sixty (60} days afier the end of each Financial Year, The
Joint Venture Company shall submit to the appropriate exchange
control authorities in the AR.E. a statement, duly certified by a
recognized firm of auditors, showing the funds credited o 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 Board of Directors of the
Joint Venture Company shall have full rights and responstbilities to
decide and determine all matters relating to actvites of Joint
Venture Company hereunder. In accordance with the provision of
the charter of the Joint Vemture Company. The parties further
ascknowledge and agree that with respect 1o the subject matters
which require action to be taken by the Board of Directors of the
Joint Venture Company , time will be of the essence. Accordingly,
EMRA and the Contractor agree to cause their 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}

(h)

sl .
L FhimiririririeH s

it shall be the general policy of the Board of Direciors of the Joint
Venture Company, supported by CONTRACTOR and EMRA to
manage the affairs of the Joinl Venture Compuny consistent with
go0d mining practices and to the best interests of the owners of the
Jount Ventore Company.

It is expressly agreed that the joind venture company shall have the
right and responsibility to market and sell all Gold and associated

- minerals produced hercunder 1o any persons outside or within the

(1)

AR, E. The Jomt Venture company shall use #s best efforts 1o
consummate aii sales on the most {avorable terms and conditions as

it may be-abie to obtain under market conditions prevailing at the

sdle time.

[t and for as long during the pertod 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 will consult togethet in order for
EMRA 10 use the cxcess capacity f it so desires. without any
financial or operational disadvantage to the CONTRACTOR or
jouy Venture Company.

ARTICLE VI
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

(a} The Joint Venture Company shall prepare not less than nincty (90)

days prior to the beginning of each quarter of each financial yéar
following commencement of commercial production and furrush in
writing o CONTRACTOR and EMRA 2 forecast setung out the
total quantity of the gold and associated mincrals that Joint Venture
Company estimates can ‘be produced, saved and transported
hereunder, during such calendar quarter in accordance with good
mining practices. The Joint Venture Company shall endeavor to
produce each calendar quarter the forecast quantity. The Gold and
associated minerals produced shall be placed in storage facilities,
according to the Government regulations by the Joint Venlure
Company for the purposes of royalty and other purposes under the
agreement.
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(b}

(c)

(d)

Royalty

A four percent (4%} royalty as applicable under Article III (a) of the
total production of GOLD and associated minerals or the
equivalent value in cash shall be delivered (or paid) to the
Government (as the Government may elect) by the Joint Venture
Company on behalf of the CONTRACTOR and EMRA. It is
understood that any such royalty is unrecoverable.

Cost Recovery GOLD

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Exploitation and
related operation under this Agreement to the extent and out of fifty
percent (50%) of all GOLD and Associated Minerals produced
from all Exploitation Leases within the Area hereunder. Such
GOLD and Associated Minerals is hereunder referred to as " Cost
Recovery GOLD".

For the purposes of evaluating the Royalty and cost recovery
GOLD, the price for GOLD published by London Metal Exchange
at the time of sell or equivalent price, shall be used.

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

(1) "Exploration Expenditures” shalli mean all costs, expenses for
Exploration and the related portion of indirect expenses and
overheads.

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

(1) "Operating Expenses" shall mean all costs, expenses and
expenditures made after Commercial Production commences
which costs, expenses and expenditures are not normally
depreciable. However, Operating Expenses shall not include
reptacement of assets or part of an asset, additions,
improvements, renewals or major overhauling that extend the
life of the asset.
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{e} Exploration Expenditures, Exptlottation Expenditures and Operating
Expenses shall be recovered from Cost Recovery GOLD  in the
following manner;

(i) "Exploration Expenditures”, including those Expenditures
accumulated prier to  the commencement of initial
Commercial Production, which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the first deliveries ' of GOLD and Associated
Minerals are made shall be recoverable at the rate of
twenty-five ;ﬁercent {;‘?5%} per anmn starting m the Tax Year
in which expenditures are made and paid or the Tax Year in
which initial Commercial Production commence whichever 18
the later date.

(i} "Exploitation Expenditures”, including those Expenditures
accumuiated prior to  the commencement of initial
Commercial Production which for the purpose of this
Agreement shall mean the date on which the first regular
shipment or the first deliveries of GOLD and Associated
Minerals are made, shall be recoverable at the rate of twenty
-five percent {25%} percent per aunum starting in the Tax
Year in which expenditures are made and pad for or the fax
yvear i which initial Commercial Production commences
whichever is the later date.

{111} "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 GOLID and Associated
Minerals are made, shall be recoverable in full (100%) either
in the Tax Year in which expenditures are made and paid for
or the tax year in which initial Commercial Production occurs
whichever is the later date.
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(1v) To the extent that in a Tax Year, costs, expenses or expenditure
recoverable per paragraphed (i), (i1) and (iii) preceding exceed
the value of the Cost Recovery GOLD for such tax year, the
excess shall be carried forward for recovery in the next
succeeding Tax Year (s) until fully recovered, but in no case
after the termination of this Agreement, as to
CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
reterred to above, shall be allocated to each quarnter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter
as thus allocated, shall be carried forward for recovery in the

next quarter.

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

(h)

(1)

Production Sharing :

The remaining percentage of total production of Gold and
Assocrated 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

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

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

It is expressly agreed that CONTRACTOR'S cost recovery GOLD
under Article VII (c) and (e) and also share of GOLD under Article
VII (g) shall be transferable out of the A.R.E such transfers being
accomplished 1n accordance with the procedures in force in A.R.E.
Notwithstanding the foregoing, the GOVERNMENT ., and subject
to its destre, shall be entitled to buy such quantities of GOLD
produced from the Areas hereunder. It is understood and agreed

upon, that the payment for the amount purchased from
CONTRACTOR shall be made in U.S. Dollars or any other freely
convertible currency.

ARTICLE VIII
TITLE TO ASSETS

EMRA shall become the owner of all CONTRACTOR acquired and

owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carmed out by

CONTRACTOR or Joint Venture Company tn accordance wtth the
following:

(1} Land shall become the property of EMRA as soon as it is
purchased.
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(2) Title to fixed and movable assets shall be transfered
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 (XIIIL- b) that shall be transported
by the contractor to EMRA siores 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 whichever 1s earlier.

(4} All maps, data and technical reports concerned with this
agreement which prepared inside and outside A.R.E.

(b) During the term of this Agreement and the renewal pennod EMRA,
CONTRACTOR and Joint Venture Company are entitled to the {uil
use and enjoyment of all fixed and movable assets referred to above
In connection with operations hereunder or under any other
Concession Agreement entered into by the partics. Proper
accounting adjustment shall be made. CONTRACTOR und EMRA
shall not dispose of the same except with agreement of the other.
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(c) CONTRACTOR and Joint Venture. Company may freely import into
the A.R.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, including but not linmted
to the lease of computer hardware and software.

(d) CONTRACTOR and SUBCONTRACTOR shall freely export at the

end of such use machinery and equipment , free of tax and other
duties.

ARTICLE IX
OFFICE AND SERVICE OF NOTICES

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

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

All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chairman of EMRA or which are sent to
him by registered mail at EMRA's main office 1n Cairo.

ARTICLE X
BONUSES

Assienment Bonus : shall be 10% of the (otal amount of transaction and
paid by CONTRACTORS to EMRA upon Governments approval on
CONTRACTORS request to assign to other entity.
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ARTICLE XI
CUSTOMS EXEMPTIONS
(a} EMRA, CONTRACTOR, and the Joint Venture Company shall be

{b)

permitted to import and shall be exempted from customs dutes,
sales tax any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issucd by the Minister of
Finance, as now or hereafter amended or substituted) of any nature
and from the importation rules with respect W the importation of
machinery, equipment, appliances, materials, items, means of
transport and transportation {the exemplion from taxes and duties
for cars shall only apply to cars to be used \n  operations}, electric
applinnces, air conditioners for offices, field housing and facilities,
electronic appliances, computer hardware and software, as well as
sparc parts required for any of the nmposted tems, all subject to g
duly approved certificate issued by the responsible represeniative
nominated by EMRA for such purpose, which states that the
imported itemns are required for conducting the operations pursuant
to this Agreement. Such certificate shall be final and binding and
shail automatically result in the mmporiation and the exemption
without any further approval, delay or procedure.

Machincry, equipment, appliances and means of franspoit and
transportation imported by EMRA, CONTRACTOR and Joimi
Venture Company's contractors and subcontractors temporarily
engaged in any activity pursuant to the operations which are the
subject of this Agrecoment, shall be clewred under the "Temporary
Release System” without payment of customs duties, sales tax or
any iaxes. levies or fees (including jeos mmposed by Mimswenal

Decision No. 254 of 1993 issued by the Minister ol Fmance, us now
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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 items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not
to be used in operations) set out in Article XI (a) imported by
EMRA', CONTRACTOR's and Joint Venture Company's
contractors and sub-contractors for the aforesaid operations, in
order to be installed or used permanently or consumed shall meet
the conditions for exemption set forth in Article XI (a) after being
duly certified by an EMRA responsible representative to be used for

conducting operations pursuant to this Agreement.

(c) The expatriate employees of CONTRACTOR, Jomnt Venture Company
and their contractors and subcontractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and
charges except within the limits of the provisions of the laws and
regulations applicable in the A.R.E. However, personal household
goods and furmture (including one (1) car) for each expatrate
employee of CONTRACTOR and/or Joint Venture Company shall
be cleared under the "Temporary Release System" (without
payment of any customs duties and other ancillary taxes) upon
presentation of a letier to the appropriate customs authortties by
CONTRACTOR or Operating Company approved by an EMRA
responsible representative that the imported items are imported for
the sole use of the expatriate employce and his family, and that such
imported items shall be re-exported outside the A.R.E. upon the

repatriation of the concerned expatriate employee.
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{d)} Hems imported into the A.R.E. whether cxempt ot not exempt from
customs duties and other ancillary taxes and charges hereunder,
may be exported by the importing party at uny time after obtaining
EMRA's approval, which approval shall not be unreasonably
withheld, without any export dulies, taxes or charges or any {axes or
charges from which such items have been already exempt, being
applicable. 8Such items wmay be sold within the ARE. after
obtaining the approval of EMRA which approval shail not be
unreasonably withheld. In this event, the purchaser of such iems
shall pay all applicable customs duties and other ancillary taxes and
charges according to the condition and value of such items and the
tariff applicable on the date of sale, unless such iterns have already
been sold 1o an Affiliated Company of CONTRACTOR, if any, or
EMRA, having the same exemption, or uniess titie to such items
(excluding cars not used in operations) has passed to EMRA. In the
event of any such sale under this paragraph {(d}, the proceeds from
such suje shall be divided in the following manner :-

CONTRACTOR shall be entitled fo reimbursement of its
unrecovered cost, if any, in such Hems and the excess, if any, shall
be paid to EMRA.

{e) The exemption provided for in Article X1 {a) shall not apply 0 any
imported items when items of the same or substantially the same
kind and quality are manufactured focally meeting CONTRACTORs
andfor Joint Venture Company's speciftcations for quality and
safety and are available for timely purchase and delivery in the
A.R.E. at a price net higher than ten percent (10%) more than the
cost of the imporied item, before customs duties but after freight
and insurance cosis if any have been added.

(1) CONTRACTOR, EMRA and their vespective buyers shall have the
right 1o frecly export the GOLD and Associated minerals produced
from the Area pursuant to this Agreoment; no license shall be
required, and such GOLID shall be exempted from any customs
dutics, any taxes, lovies or any othor imposis in respect of the
cxport of GOLD and Associated mmerils hereunder.
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ARTICLE XII

BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

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

The Joint Venture 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 avatlable at all reasonable times for inspection by
duly authorized 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 sarne 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.
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(a)

ARTICLE XHI
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Joint Venture Company shall prepare and,
at all times while this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR
and/or Joimt Venture Company shall furnish the GOVERNMENT
or ils representative, in conformity with applicable regulations or as
the GOVERNMENT or its representative may reasonably require
information  and  data concerming us operations under this
Agreement. Jomt Venture Company will perform the functions
indicated m this Article XIiI in accordance with its rote as specified
in Article VI of Annex D.

(b} CONTRACTOR and/or Joint Venture Company shali save and keep

{C)

for onc vear a representative portion of each sample of cores and
cuttings taken from driliing, 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
avatlable for 1nspection at any reasonable tine by the GOVERNMENT
Or ItS representatives.

Unless otherwise agreed to by EMRA, in case of exporting any rock
samples outside AR.E., samples equivalen! 1 size and quality
shall, before such exportation, be delivered w EMRA as
representative of the GOVERNMENT.

(d) Qriginals of records can only be exported with the permission of

EMRA; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the AR.E. may be
exported if a monitor or a comparable record, if available, is
maintained in the AR E. and provided that such exports shall be
repairiated t© ARE. promptly following such processing or
analysis on the understanding that they belong to EMKA,
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(e}

(5

(g}

—

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 apératiﬂns
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EMRA's representative, in exercising #ts rights
under the preceding sentence of this paragraph (¢), shall not
interfere with CONTRACTOR's operations.

CONTRACTOR shall provide EMRA with copics of any and all
data (including, but not limited to, geological and geophysical

reports, logs and well surveys) imformation and interpretation of
such data, and other information in CONTRACTOR's possession.
CONTRACTOR should furnish EMRA with quarterty and annual

technical reports or as per EMRA's request.

All these data shall be confidential and shail not be divuiged by
EMRA without the written consent of CONTRACTOR while this
Agreement is in force during Exploration periods. For the purpose
of obtaining new offers, EMRA may show any other party
geophysical and geological data (such data to be not less than one
{1} year old unless CONTRACTOR agrees to 3 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.

(h} EMRA and CONTRACTOR shall at all times coperate fully and use

their best efforts 1o acquire for their mutual benefit any data which
relates 1o the Areas in possession from any other person or enlity.
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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 heid hable on account of any
such operations.

ARTICLE XV
SAVING OF GOLD AND PREVENTION OF LOSS

CONTRACTOR and loint Ventwre Company shall take ali proper
measures, according 10 veneraily accepted methods in use m the mining
industry 1o prevent loss or waste of GOLD above or under the ground in
any form during Expioitation operations. EMRA has the right to prevent
any operation in any mine that it might reasonably expect would result i
toss or damage to the mine.

ARTICLE XVI
RESTORATION , REBABILITATION AND POLLUTION

CONTRACTOR shall be responsible for reasonable restoration and
rehabilitation of the surface of the Exploration Areas, Exploitation Areas
and any area ouiside the Exploitation Areas used by CONTRACTOR or
by the Joint Venture Company , as the case may be and shall be
responsible for the safe of substances and protection of open pits and
wells, CONTRACTOR and Joint Veniure Company , 4s the case may
be, shall also take all reasonable measure to control and minimize the
gffects of harmful pollutions and contaminsation {o the extent practically
possible. '

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

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

Duly authorized representatives of the GOVERNMENT shall have
access o 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 anse directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Joint
Venture Company so that none of the activities shall endanger or hinder
the safety or efficiency of the operations. CONTRACTOR or Joint
Venture Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the field for the purpose of
facilitating the objectives of this Article. Without prejudice to Article
XIII {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

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

(1) The expatriate administrative, professional and technical personnel
employed by CONTRACTOR or Joint Venture Company and
the personnel of its contractors for the conduct of the operations
hereunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministerial Order No. 280 of
i981 as amended, and CONTRACTOR agrees that all
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immigration, passport, visa and empioyment regulations of the
ARE., shall be applicable to all alien employees of
CONTRACTOR working in the A R.E.

{23 A minimum of twenty -five percent {25%) of ihe combined
salaries and wazes of each of the expatriate administrative,
professional  and  technical personnel employed by

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

{by CONTRACTOR and Jomnt Venture Company shall each select s
employees and determine the number thercof, t© be used for
operations hereunder.

{c} CONTRACTOR shall after consulation with EMRA | prepare and
carry out specialized training programs f{or all i's A.R.E. employees
engaged in operations hereunder with respect to appitcable aspects
of the mining industry, CONTRACTOR and Joint Ventute Company
undertake 1o replace graduaily 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 U.S.
Dollars that equal to four percent (4%} of the Annual Exploration

Expenditures shall be allocated by the Contractor as an Exploration
Training Budget for EMRA’S persannel.

This exploration training cost shall be recovered as Recoverable
Exploration Cost .

{e} Training during Exploitation perioeds :
In each financial vear of exploiiation period, an amount in US
Dollars that equal to four percent (4%) of the Annual Explostation
and Operating Expenditures shall be allocated by lont Venture
Company as an Exploitation Training Budget for EMRA’S personnel.
This exploitation training cost is considered as Recoverable
bxploitation BExpenditures.
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(f)

{a)

(b)

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

ARTICLE XIX
LAWS AND REGULATIONS

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

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

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

and for the effective term of this Agreement shall be governed by
and i accordance with the provisions of this Agreement and can
only be altered or amended by the written mutuzal agreement of the
Said confracting parties and according to the same procedures by
which the original agreement has been issued.

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

Vemture Company shall be subject to the provisions of this
Agrecment which affect them, Insofar as all regulations which are
duly i1ssued by the GOVERNMENT apply from time to time and
are not in accord with the provisions of this Agreement, such
regulations shall not apply to CONTRACTOR, Joint Venture
Company and their respective contractors and subcontractors, as the
¢ase may be.

{f} EMRA, CONTRACTOR, loint Venure Company and their

{g)

{a)

respective contractors and subcontractors shall for the purposes of
this Agreement be exempted from all professional stamp duties,
imposts and igvies imposed by syndicates laws with respect to their
documents arid activitics hereunder.

All the cxemptions from the application of the ARE. laws or
regulations granted to EMRA, CONTRACTOR, Joint Venture
Company, their coniractors and sub-contractors under this
Agreement shall include such laws and reguiations as presently in
¢ffect or hercafter amended or substituted,

ARTICLE XX
ASSIGNMENT

Neither EMRA nor CONTRACTOR may assign to a person, firm or
corporation, i whole or in part, any of s rights, privileges, duties
or obligations under this Agreement either divectly or indirectly
without the written consent of the Government and in all cases of
priovity shall be given to EMRA if it so desires to obtain the interest
mtended 1o be assigned subiject to paragraph (g} of this Arnticle.
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{b}  To enable consideration (0 be given fo any request for such consent

{c)

()

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 mstrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
in this Agreement and any modifications or additions in writing
that up to such time may have been made. A draft of such
instrument of assigament shall be submitted 0 EMRA for
review and approval before being formally executed.

(3} The assignor(s} must subout to EMRA reasonable documents
and evidence of the assignee’s financial and technical
compstence.

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

As long as the assignor shall hold any interest under this
Agreement, the assignor together with the assignee shall be jointly
and severally hable for all duties and obiigations 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 shall have the right t0 acquire the mnferest intended to be
assigned, if, within sixty (60} days from assignor's writien notification,
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(f)

EMRA delivers to the assignor a written notification that it accepts
the sume conditions agreed to with the third party assignee. If
EMRA does not deliver such notification within such sixty (60)
days period, the assignor shall havc the right to assign to the
proposed third party assignee, subject to the GOVERNMENT
approval under Paragraph (a) of this Article (XX).

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

other entily.
ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

(1) The GOVERNMENT shall have the right to cancel this Agreement

by Order or Presidential Decree, with respect to CONTRACTOR,

in the following instances:

Iy It 1t knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration for

the execution of this Agreement;

2) If 1t assigns any interest hereunder contrary to the provisions of

Article XX;
3) Ifitis adjudicated bankrupt by a court of competent jurisdiction:

4) 1f 1t does not comply with any final decision reached as the result

of court proceedings conducted under Article XXIV,
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5} If it intentionally extracts any mineral other than GQLD and
associated minerals not authonzed by this Agreement or without
the authority of the GOVERNMENT, cxcept such extractions as
may be unavoidable as the result of the operalions conducted
hereunder in accordance with accepted GOLD industry practice
and which shall be notified to the GOVERNMENT or its
representative as soon as possible.

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

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of tus
Agreement, and, in the event of such cancellation, CONTRACTOR,
shall have the right to remove from the Area all its personal
propey.

(b} If the GOVERNMENT deems that one of the afore Sad causes
{other than a force majeure cause referred w in Anticle X XI1) exists
o cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) day 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 f for any reason such service
1s impossible dug to unnotified change of address, publication in the
Official  Joumal of the GOVERNMENT of such notice shall be
considered as vaiid 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 Sawd; provided however,
that il such cause, or the failure 0 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
dgainst any other party hereto.
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(a)

(b}

ARTICLE XX1I
FORCE MAJEURE

The non-performance or delay in performance by EMRA and
CONTRACTOR, or either of thers 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 -performance 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
Agreerment, but only with respect to the block or blocks affected by
"Force Majeure” .

“Force Majeure” within the meaning of this Article XXIl, shall
include, but not be imited to any act of God, msurrection, not, war,
and other isbor disturbance, fires, ficods or any cause not due 1o the
fauit or neghgence of EMRA and CONTRACTOR or cither of
them, whether or not similar to the foregoing, provided that any
such cause i1s beyond the reasonable control of EMRA and
CONTRACTOR, or either of them.

(¢} Without prejudice to the above and except as may be otherwise

{d)

provided herein, the GOVERNMENT shall tncur no responsibility
whatsoever 10 EMRA and CONTRACUTOR, or either of them for
any demages, restrictions or 1oss arising i consequence of such
cuse of force majeure.

If the force. majeure event occurs ¢uring the initial Exploration
period or extension thereof and continues in effect for a peried of
six (6) months CONTRACTOR shall have the option upon ninety
{90} day prior written notice (0 EMRA to terminate its obligations
hercunder without further Lability of any kind.
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ARTICLE XXIII
RIGHT OF REQUISITION

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
rﬁquisiﬁﬂn the GOLD Mine (s) itself and, if necessary, related
facilities,

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

(¢} The requisition of production shall be effected by Ministerial Order.

Any requisition of the GOLD mine {5}, or any related facilities shall
be effected by a Presidential Decree duly notified to EMRA and
CONTRACTOR.

(d) In the event of any requisition as provided above, the GOVERNMENT

shall indemnify in full EMRA and CONTRACTOR for the perigd
during which the requisition 1s maintained, including:

1 - Al damages which result from such requisition; and

2 - Full repayment 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 1s not within the
meaming of this paragraph {d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price patd
to CONTRALCTOR for taken GOLD and associated minerals shall
be calculated in accordance with Article VII (T ).
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(a)

(b)

(c}

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating to this
Agreement or the breachi, 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 b;y such Courts.

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 Intﬂmat'inna_l Commercial Arbitration (the Cénter) in effect on
the date of this Agreement. The award of the arbitrators shall be
final and binding on the parties.

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 aﬁpniﬂtm&nt 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 in The Hague- Netherlands to
designate the appomnting authority. Such appointing authority shall
appoint the presiding arbitrator in the same way as a sole arbitrator
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would be appointed under Article 6.3 of the UNCITRAL
Arbitration Rules. Such presiding arbitrator shall be a person of a
nationality other than. the ARE. 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 mmmg business of the
signatories herefo.

Unless otherwise agreed by the pames to the arhttmtmn the
arbifration, including the makmg of the award, shall take place in
Cairo, A RE.

The arbitral award rendered shall be final and binding upon the
parties including the expenses of the arbitration and related issues,
The execution of the arbitral award before competent court
according to the Egyptian faw.

Egvptian Law shall apply 1o the dispute except that in the event of
any confhict between Egyptian Laws and tis Agreement, the
provisions of this Agreement {including the arbitration provision)
shall prevail. The arbitration shall be conducted in English and

Arabic language.

EMRA and CONTRACTOR agree that i, for whatever reason,
arbiiration in accordance with the above procedure cannot take
place, ail disputes, controversies or claims arising out of or relating
to this Agreement or the breach, termination or invalidity thereof
shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV

STATUS OF PARTIES

(a) The rights, duties, obligations and Liabilities in respect of EMRA, and

CONTRACTOR hereunder shall be several and not joint or
coliective, it being understood that this Agreement shall not be
construed as consBituting an  association or corporation  Of
parmership.
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(h)

Fach CONTRACTOR Meomber skall he subveet 1o the Liws of the
place where 11 1s incorporated regardime s leeal statius or creation.
orgamzation. charter und by-laws, shareholding, and ownership.
Each CONTRACTOR Member's shares ol capital which  are
cntirely held abroad shatl nat be necotiable i the ARE. and shall
nol be offered for public subscription m (the A R.E. nor shatt be
subject to the stamp tax on capitiad shares nor any tax or duty in the
ARE. CONTRACTOR shall be exempted from the application of
Law No. 1539 of 1981 as amended.

In the event the CONTRACTOR consists of more than onc
CONTRACTOR MEMBER, all CONTRACTOR MEMBERS
shall be jointly and scverally lable for the performunce of the
obligations of CONTRACTOR under this Agrecement.
ARTICLE XXVI
LOCAL CONTRACTORS AND

LOCALLY MANUFACTURED MATERIAL

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

(a)

(b)

Give priority 1o local contractors and subcontractors, including
EMRA' Affiliited Companies as long as their performance is
comparable with mtemational performance and the prices of their
services are not higher than the prices of other contraciors and
subcontractors by more than ten percent (10%:).

Give preference to locally manuluctured material, equipment,
machmery and consumables as long as their guality and time of
dehivery are comparable to internationally available material,
equipment, machinery and consumabies.

However, such matertal. equipment. muchinery and consumables
may be mmported for operations conducted hercunder if the local
price of such ilems at CONTRACTOR'S or Joimt Venture
Company's operating base in A.R.E. 18 more than ten percent (10%.)
highcr than the price ol such imported items before customs dutics,
but after transportation and insurance costs have been added.
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ARTICLE XXVH
ARABIC TEXT

The Arabic version of this Agreement shall, before the counts of ARE.
be referred to i construing or interpreting this Agreement: provided
however, that in any arbitration pursuant to Article XX1V herein above
between EMRA and CONTRACTOR the Enghsh and Arsbic versions
shail both be referred to as having cqual force in construing or
mierpreling the Agreement.

ARTICLE XXVIill
GENERAL

The headings or fitdes 1o cach of the Articles to this Agreernont are solely
for the convemence of the parties hereto and ghall not be used with
respect (o the interpreration of Said Articles.

ARTICLE XXIX

APPROVAL OF THE A RE. GOVERNMENT

This Agreement shall nol be binding upon any of the partics hereto
unless and unti @ baw 1§ issued by the compatent authorities of the AR E.
authorizing the Minisier of Petrolemm to sign this Agreement and giving
this Agreoment full {force and effect of faw notwithstanding any
countervailing Governmental enactment, and the Agreement is signed by
the GOVERNMENT, EMRA. and CONTRAUTOR.

SMW Engineering Litd,,

b
8 ; . e Al kb e A T T e, 3 ke Ha b H Hr e e e e e e ey kel U L R A R P e Gm

THE EGYPTIAN MINERAL RESOURCES AUTHORITY
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ANNEXES
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ANNEX "A™
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
SMW ENGINEERING Lid.
IN
UM BALAD AREA,
EASTERN DESERT,
| A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 1s a provisional illustrative map showing the Aresa covered
and affected by this Agreement,

- The Concession Arca measures approximately nine hundred sguare
kilometers (900 km?). i is composed of all or part of Explorvation
Blocks, the whole Blocks are defined on a three (3) minutes latitude by
three (3) mmutes longitude grid.

Coordinates of the comer peints of the Area arc given in the following
table which forms an integral part of Annex "A™:

{oordinates

Latitude/ North | Longitude / East

27 534 00 2“ 43" 00
277 54" 00 337 07 00
27 42 Q0 33° 07 00

27 42 60 327 43 o0



wiid | Gl BI04 (ot
P Gl 4
dJ'}LEwag & | dalﬂfg r.,ub.'\.ﬁ v w
il
Rl JRI1 ik G ) YRt
daisnd Byl kel &y pad| ol
B0 9l | ottt bonldd | G 31 pu! &5 e 9
i p) dslaag b
i ] 1 prnaial
. & R e

AV lalsy el b

b aha 2 g ommnd (0] o] 5 mibeidl 2 o ydad o e e -
O PROIPLUYS IO SIS P P ERY PESTR e S TE S T e
- SRFYEP 1R SEIJETS PRIPSCPRI IS

rE B l-l'ul.uu.;l.lll-l-lh!r-l.lujllnq.l--lil'll BN hk I---iiJlll"l-llliI

L& -
i - - »
: ‘% "!;‘ tuvnpatin :
1

1 * Cotro way :
] 1 ]
' J i ian Shor :
' !," ey Tava |
. L I Bukhina * ,-:; ;
£ h ,‘ wr [ - L
: = ‘ﬂ?‘a uzﬂ“*’_‘ i.-+ Eﬂr F:H-ﬂi f- t,‘E :
r K C-. A apiasnng fu{rf,_,'.ﬁﬂ = Al iy :
! Xt '-' £ Tuy i

/ :

-}.1"

g,  Sb KAty

[ ]
¥
+
v +
- +
: e, L A :
- . B -
! m o £
' ' L H T '
: ™. \‘{; IR T S
i T :a-,.#_,u L&' S
: I-.---._ Eomesct ‘ﬂ . _ﬂt -,:-I-a',‘r‘- s T :‘;
i_ b {..._:.'1 . " l - .
a ""u.‘ R R . -] L.
4 | LT : . -
1 b - 1 ] '
Ll 1, Hul-ag .*H-m f ,._.-f' p :
. !"'1 Chura .
» N
i
e
.. U A § 211 —~



VoA YV hil iy YA G (U) TR saadt -l JE Ry A

T siminiin

ANNEX "B"

{ilustrative Mpa showing the covered area

Of
CONCESSION AGREEMENT
FOR

GOLD AND ASSOCIATED MINERALS
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN MINERAL RESOURCES AUTHORITY (EMRA)
AND
SMW [ngineering Lid,
IN
UM BALAD AREA,
EASTERN DESERT,
ARE.
Annex "BY 1s a provisional iflustrative map at an approximate scale of
{1:500,000 ) showing the Area covered and affected by this Agreement.

- [U1s to be noted that the delineation hnes of the Area in Annex "B7 ure
mtended to be only ihustrative and provistonal and may not show
accuntely their rue postuon m relgtion 10 oxssting monuments and
geozraphical features,

llllllllllllllllllllllllllllll

AudrrhHrTAREE -

T ErE T EREEEEERE T ER T NN

S Seale 1o M RN



Y. ?mmfr Yﬁuﬁ{{fb} Y J..uﬁ—w_ﬁa.hji Yy

(2) gadd!

ghod willade
YooV s YY) | [E— o) Ol 4,0 Uaie
dcaall 3a 2N Lalall &y el | isugdt

£p 5kl
il Ringhd U puintie oy ¢ Galds Aoy (gl Ao N1 gl alis] a3l
Qe daly dee spam B} Rl Gl Led e Sl T Agaadl AU Buldl
o ol R85 035 51 e (S ¥E Siml SLY M B} Mo (Voo s }
Lglalpadt dciis {7 pudon of Q)" Ay Lad Led] U0 b Sagammd b ipmeniiqpt gubia
Sorh ) e sy g8 B Y flee S ot Olibas Lpiasis 3
(ol ol Lgiauny ) (J5NT Gl 3,08 I (1S5 e VT Bl LY R}
S UYL s L L] JLis ) o1 AT e L J1 30U i
Ry st 2yt 53 il RSWVLAIS oo (0} 5 (1) gindll 3 i3 gyl 3ULE Jais
O PP UV RO o SCEPA U PYCTU DL Y[ VGOV 5 S TUPS P  [J

o kakwssuaw ‘*rﬁ;i'“}}u
I e 0 ger o lak ] i g gt ppeliial) A gicay Dloal adn o] oyl o
Bl LY D) Mg (Ve ) s 2ol oo SUST Hjnd S i

&5 INe sds Gt Ollas o pdes ol ol L e 0 MLLL LGS (RS s ]
il e s a8 1A it oy Dllandidl 038 e kS S5 do g
" pehid ol )" 5 il

Lrhol ity « Ladall o5 o 4 s of 1) ol gt ], B L BLs
dslad Wid GLEYG Lolebal e L ,SAlE N1 WL Ut 8 AWV e oo
ot sl a3l guatial! e Tl e o D 80 Y G LUl ada s Lagh)
St ey g s L Rl e cad Y Al W ads
RS asis



WYYV LS YA S () YU sl - G S

ANNEX "C"
LETTER OF GUARANTY

LETTER OF GUARANTY NO. CAIRO 2007
THE EGYPTIAN MINERAL RESOURCES AUTBORITY
{entiemen,

The Undersigned, National Bank of Egypt as Guarantior, hereby
guaraniees lo the bgyptian Mineral Resources Authority { hereinafter
referved to as "EMRA" ) to the hmit of one mithon ($1,000,000)
U.s. Dollars, the performance by SMW Engineering Laud.
(hereinafter referred to as (SMW) of its obligations required for
Exploration operations o spenid A minimum of onc miilion
(51,000,000} U.S. Dollars during the first year of the Exploration
pertod under Article TV of that certain Concession Agreement
(hercinafter fﬁf¢!Tﬂd to us the "Agreement”} covernng thal Area
described in Anncxes "A” and "B” of Susid Agreement, by and
between the Arab Republic of Egvpt (hereinofier reforred 1o as
"TAREM), EMRA and SMW._ dated oo F2007,

it is understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarferly, during the period of expenditure
of Said one milhion ($1,000,000) U.S. Dollars by the amount of
money expended by SMW for such Exploration operations during
gach such quarter. Each such reduction shall be established by the
Joml writien statement of SMW and EMRA,

In the event of a claim by EMRA of non povformance or surrender
of the Agreement on the part of CONTRACTOR prior to fulfilment
of Said minimum cxpenditure obligations under Anticle 1V of the
Agreement, there shall be no liabtlity on the undersigned  Cuurantor
for paviment to EMRA unless and unul such labilite has beon
cstablishted by written statement of EMRA sotting Torty the amotmt
due under the Agrcement.
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H is s further condition of this Letter of Guaranty thats

1Y This Letter of Guaranty will become avaiable only provided that the
Gugrantor will have been informed in wiiting by SMW and EMRA
that the Agreement between SMW, ARE, and EMRA has become
effective according to s terms, and Said Guaranty shall become
effective on the Effective Date of Sald Agreement.

2y “tms Letter of Guaranty shall iy any event automatically expire (v a
date whichever comes earlier):

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

{b) At such time as the tolal of the amounts shown on quarterly jomt
statemnents of EMRA and SMW equals or exceeds the amount of
Said minimum expenditure obligation,

(3) Consequently, any claim, i respect thereof should be made 1o the
Guarantor prior to either of Said expiration dates at the latest
accompanied by EMRA'S written statement, setting forth the amount
of under-expendiiure deficiency by SMW {0 the eftect thatl:

- SMW has failed to perform its expenditure obligations referred (o
in this Quaranty, and

- SMW has fatied to pay the expenditure deficiency 10 EMRA.

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

Yours Faithfully,
ACCOUTLUNE 1 v smmmin mmm e e s st .

T R —

-
-
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ANNEX "D"
CHARTER OF JOINT YENTURE COMPANY

ARTICLE ]

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

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

ARTICLE 11

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

ARTICLE 1
The Head Office of Joint Venture Company shall be in the ARE..

ARTICLE IV

The object of Joint Venture Company is to act as the agency through
which EMRA and CONTRACTOR, carry out and conduct the,
Exploitation and further Exploration operations required in accordance
with the provisions of the Agreement signed on the ---—-- day
0 R 2007 by and between the Arab Republic of Egypt, The
Egyptian Mineral Resources Authority and CONTRACTOR covering
Exploitation operations in Um Balad AREA, described therein.

The Joint Venture Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery in any
portion of the Area converted into a Exploitation Lease pursuant to Work
Programs and Budgets approved in accordance with the Agreement.

The Joint Venture Company shall keep account of all costs, expenses and
cxpenditures for such operations under the terms of the Agreement and
Anncx "E" thereto.



YoV L 2o YA G (b)Y saadl = T Jl3a T VAN

e » 30 ol ot sl otz o 35}5-“”:—7-”;'-—:5“‘1&’: Lyt addlyn oy
o Jalally Lol caily 13191 st 3,80 ol eadl sy J LY 5ty B
ol U

(asngiadl Sald 1

v 5 paan bt (¥ o) G Gy e g dy G A1 3S k138,80 Jlad
gy s IS s Sl a3 Ay planis (306 e (0 - -2 ) YT Tz
sy Jalatly el oo S8 pdy Aandll A Uy JeSIL Ao yiie &y poas Sy
Sl el (V/Y ) el adlny Ll UL S8 38,200 54y S il
;uw;_,ij,mc,.,...:ius.;.{J%La_ur.g,rn.._*;;ﬂuwra”ns‘,—..ﬂm,ul
S L o e 5151 IS e J5Ldl 0 a0l o Y L g (3] s
sl U8 e Jile o1 Jas ol oud bl s ol 5U1 151 Lo e o il ) Ll
e ez Dl 5y LehaS T L3I e il anas ] an Koyl 43 i e
oo 3 e Jibany Mo ol (gl S50z gay wilids ) J5Latt o J5LII O3l
J5Uabl 5l Uy abl 2l sl 5 JSU plncs 3 i 2,20t il ] 5 d
APaST IV e xS Las e Liie

( Qnadliad | 83CL 1)

G gl ¥y s o ¥y i She L Wi Yy o (gl K820 48 00 ollaf
5 Y s eds e Lasy Muaut sie ol 3 Y Leaye o 3GV s 4y, lic
o ludl o izt ae ] oy plad T o o outns 4 Dol 3lae 51 cb3
o gl oslat 5l clime Ll Sl Jpol gl (5 ¥y LSBT L zis 2oyl
Eor o Uabo 1 Vs bl i ol £Y Bhenzas o W1 Lde Jpadl
rER1| R B P WS PR e B P P I Y Y B WU [ [ BT  P
a3V sde azis JyWll



WYY Y LG YA B al) Y sl - e M 2

Tk bt

The Jomt Venture Company shall not engage in any business or
undertake any activity beyond the performance of Said operations unfess
otherwise agreed upon by EMRA and CONTRACTOR,

ARTICLE Y

The authorized capital of Joint Venture Company is twenty thousund
{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, tully paid and non- assessable. EMRA and CONTRACTOR shall
each pay for, hold and own, throughout the life of Joint Venture
Company, one half (1/2) of the capital stock of Joint Venture Company
(2500 shares for EMRA and 2500 shares for SMW )provided that only in
the event that ether party should transfer or assign the whole or any
percentage of 1ts 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 event, such transferring or
assigning party {and its successors and assignees) must  iransfer and
assign a stock interest in Operating Company equal fo the transferred or
assigned whole or percentage of its ownership interest i the entirety of
the Said Agreement.

ARTICLE V1

The Joint Venture Company shall not own any vight, title, interest or
estate 10 or under the Agreement or any Exploitation Lease created there
under or inn any of the GOLD or associated minerals produced from any
Exploration Block or Exploration Lease there upder or in any of the
assets, equipment or other property obtained or used in connection
therewith, and shall not be obhigated as a principal for the financing or
performance of any of the duties or obligations of either EMRA or
CONTRACTOR under the Agreement.
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ARTICLE VII

The Joint Venture Company shall be no more than an agent for EMRA
and CONTRACTOR. Whencver it is indicated herein that The Joint
Venture Company shall decide, take action or make a proposal and the
like, it 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 uthef Four (4) by CONTRACTOR. The Chairman shall be designated
by EMRA and shall also be a Managing Director. CONTRACTOR shall

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

Decisions of the Board of Directors shall be valid if a majority of the
Directors are voted and any decision taken must have the affirmative
vote of five (5) or more of the Directors; provided, however, that any

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

Oowning or representing a majority of the capital stock.
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ARTICLE X1

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
therceto by CONTRACTOR and EMRA.

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

of Articlte X hereof.

ARTICLE XH

The Joint Venture Company shall come into existence within therty (30)
davs after the date of Commercial GOLD Discovery as provided for in

the Agreement. {(unless otherwise agreed by EMRA and Contraclor).

The duration of Joint Venture Company shall be for a period cqual 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 15 terminated for any reason as provided for therein.

SMW Engineering Litd.,

S MBS S

THE EGYPTIAN MINERAL RESOURCES AUTHORITY

S
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1

GENERAL PROVISIONS
{(a) Definitions:

The definitions contained in Article I of the Agreement shall apply to
this Accounting Procedure and have the same meanings.

(b) Statements of activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,
render to EMRA within thirty (30) days of the end of each
calendar quarter a Statement of Exploration Activity reflecting
all charges and credits related to the Exploration Operations
conducted in any portion of the Area nol converted 1nto an
Exploitation Lease for that quarter summarized by appropriate

~classifications indicative of the nature thereof.

(2) Following ils coming into existence, Joint Venture Company
shall render to EMRA and CONTRACTOR within fifteen (15)
days of the end of each calendar quarter a Statement of
Exploitation and Exploration Activity reflecting all charges and
credits related to the Exploitation and Exploration operations
conducted 1n any portion of the Area converted into a
Exploration Lease for that quarter summarized by appropriate
classifications indicauve of the nature thereof, except that items
of controllable material and unusual charges and credits shall
be detailed.

(¢) Adjustments and Audits:

(13 Each quarterly Statement of Exploration Activity pursuant to
Article I (b) (1) of this Annex shall conclusively be presumed
to be true and correct after three (3) months following the
receipt of each Statement by EMRA unless within the Said
three (3) months EMRA takes written cxception therelo
pursuant to Articie IV (j) of the Agreement. Dunng the Said
threc (3) months period supporting documents will be available
for inspection by EMRA during all working hours.
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CONTRAUTOR will have the same audit rights on Joint
Ventiwe Company Statements as EMRA  under  this
sub-paragraph.

{2} Al Statements of Exploitation and Exploration Activity for any
calendar quarter pursuant to Articie [ (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
rmanner as provided in Article IV (3) of the Agreement,

(d} Currency Exchange:

CONTRACTOR'S books for Exploration and Joint Venture
Company's books for ExploHtation and Exploration, if any, shall be
kept in the AR.E. in US. Dollars. All UL8. Dollars expenditures
shall be charged 1n the amount expended. All Egyptian Pounds
expenditures shall be converted to ULS. Dollars at the applicable
rate of exchange issued by the Central Bank of Egypt on the first
day of the month m which expenditures gre recorded, and all other
non-13.8. Dollars expenditures shall be {ransiated 1o U.S. Doliars at
the buying rate of exchange for such cwmrency as quoted by
Naiional Westminster Bank Limited, London at 10.30 a.m. 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 wranslating
Egyptian Pounds or other non-U.S Dollars expenditures to {.§.
Daotlars,
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(e) Precedence of Documents:

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

() Revision of Accounting Procedure:

By 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 prejudice to Article III ¢h) of this Agreement, Interest on
investment or any bank fees, charges or commissions related to any
bank guarantees shall not at any time be charged as recoverable
costs under the Agreement.

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 (reated and recovered in accordance with
Article VII of this Agreement:

(a) Surface Rights:

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

(b} Labor and Related Costs:

(1) Salaries and wages of CONTRACTOR'S or Joint Venture
Company's employees, as the case may be, directly engaged 1n
the various activities under the Agreement including salares
and wages paid to geologists and other employees who are
tecmporartly assigned to and employed in such activities.
Recasonable revisions of such salaries and wages shall be
effected to tlake into account changes in CONTRACTOR'S
policies and amendments of laws applicable to salaries.
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For the purpose of this Article II (b) and Article II (¢) of this
Annpex, salaries and wages shall mean the assessable amounts
for A.R.E. Income Taxes, including the salaries duning
vacations and sick leaves, but excluding all the amounts of the
other items covered by the percentage fixed under {2} below.

{2) Forexpatriate employees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;
2. Cost of established pians; and

(3) Al travel and relocation costs of such expatriate emplovees and
their families to and from the employee's country or point of
origm at the time of employment, at the time of separation, ot
as a result of transfer from one location to another and for
vacation {iransportation costs for employees and their families
transferring from the A R.E. 10 another location other than their
country of origin shall not be charged to A R.E. Operations).

Costs under this Article II (b) (2} shall be deemed 10 be equal
to seveniy five percent (75%) of basic salaries and wages paid
for such expatriate personnel including those paid during
vacations and sick leaves as established in CONTRAUTOR's
international policies, chargeable under Axticle II (b) (1),
Article T1 (1), Article II (k) (1) and Article 1T (k){(3) of this
Annex,

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

t. Housing and Utihities Allowance.

2. Cormmmaodities and Services Allowance.
3. Special Rental Allowance,

4. Vacation Transportation Allowance.

5. Vacation Trave! Expense Allowance.
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6. Vacation Excess Baggage Allowance.
7. Education Allowances (Children of Expatriate Emplovees).

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

9. Storage of Personal Effects.

10. Housing Refurbishment Expense.
11. Property Management Service Fees.
12. Recreation Allowance.

13. Retirement Plan.

14, Gmup 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. F1.C.A,
21. Workman's Compensation.
22. Federal and State Unemployment Insurance.
23. Personnel Transfer Expense.
24. National Insurance

25. Any other Costs, Allowances and Benefits of a like nature
as established in CONTRACTOR'S International Policies.
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(3)

(4}

R A e

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

Revisions of the percentages will take into consideration
vaniances in costs and changes in CONTRACUTOR's
international policies which change or exclude any of the

- above allowances and benefits. The revised percentages will

reflect as nearly as possible CONTRAUTOR's actual costs of
all its established aliowances and benefits and of personnel
transfers.

For expatriate employees 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 international policies. Such costs shall not
include any administrative overhead other than what is
mentioned in Article I (k) (2) of this Annex,

Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmental authonity which are
applicable to labor cost of salanes and wages as provided under
Article IT (b} (1), Anicle I (b) (2), Article IT (i), Arnticle I (k)
{D and Arucle I (k) (3) of this Annex.

Benefits, allowances and related cosis of nationak employees:

Bonuses, overtime, customary atlowances and benefits on a basis
similar 10 that prevailing for Mining companics operating in the
ARE., all as chargeable under Article I {b) (1), Aricle 11 (1),
Article 1L (k) (1)} and Article I (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 ability for severance payment
as required under the A R E. Labor Law,



VooV i iy YA 3 () Y0 sl = Lemn a4 VPR

:afed! (a)

Jab &l i)l gy B,y L iy Dl bl oYy claally 51,

a8 el 15l

¢ vl pad ! (1)

1S, ol Jyatl a1 el 5,85 3L atl Sl ly Olaally 1,0

Joams D Slepuad | 1318 Jzian] dny g Rilwre LSS 3t 1515 &8l

: Jokad! R ajau uf aled! (V)

¢ Ldas 1) s o3 518 LIS T 2ls ldawdl Ldlazs 281 sl 2618 g 2 s

Jall Lol l 50t e slykl ads s 5500 ol Jyliald e aif « Lazal ol

—: 5N by, 0 wlly g ol o Al LS,

: (") @) Basaad! afed! - Y

o ol &) Tt oS a0l a o JJLR 5l e Ja5 2l Sagad! 51,0

oo 8, 5h LRSS w5 YT b e LIS jaey B pomd 02y g 51 ASUndl

PEURCON | Ve | S T P [ R Wi B S LI R VIO PSP RO {

o alydlade ad oos 5

(7279 "ad” Wl ) ddozdunl ! aigd! - ¥

33l dale gas Jlaz Y 3sleY Aoy Ll Dla 3 5,50 L sl (D)
(/V8) LUl 3 ity deasadiy maads ¢ o —lo o 505 0 Wi
e Lad] e

oAl gl o Ss 5Ky " U o Ll sl oSKeY 3l a1t ()
O 755 2igd Wagaf Sale] oSV L p g LY Sy Lpia LN

e doddl o (7020 DU o vy s " Wl



Yo

YoV i g YA S (aB) ¥ sl - T S i 4

(d) Material

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

(1)

(2)

Purchases:

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

Material Furnished by CONTRACTOR:

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

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

New Material transferred from CONTRACTOR'S or
CONTRACTOR'S Affiliated Companies warchouse 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.

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 onginal function but substantiatly
not suitable for reconditioning, shall be classed as
Condition "C" and priced at fifty percent (50%) of the price
of new material.
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¢y Material which cannot be classified as Condition "B" or
Condition "(C" shall be priced at a valug commensurate
with its use,

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

{3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material Furnished beyond
or back of the dealer’s or manufacturer’s guaranty; and in case of
defective material, credit shali not be recorded ungil 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 condct of CONTRACTOR'S or Joint Venture
Company’s activities.

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

{(3) Emplovees transportation and relocation costs for national
employees 1o the extent covered by established policies.

() Services:

(1) Outside services: The costs of contracis for consultants, services
and utiities procured from third parties.
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(g)

(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 Atfihated Companies at

a negotiated contract amount.

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

in excess of competitive rates currently prevailing in the A.R.E.

(4) CONTRACTOR'S and CONTRACTOR'S Aftiliated Companies’
 rates shall not include any administrative or overhead costs
other than what is mentioned in Article I {(k) (2) of this

Annex.
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:

(¥)

(P

‘The cost of any public hability, property damage and other insurance
against habibites of CONTRACTOR, Jomnt Venture Company
and/or the parties or any of them o their employees and/or outsiders
as may be required by the laws, miles and regulations of the
GOVERNMENT or as the parties may agree upon, The proceeds of
any such imsurance or claim collected, less the actual cost of making
a claim, shall be credited against operations.

I no insurance is carried for a particular risk, in accordance with
good intermational Mining practices, all related actual expenditures.
micurred and paid by CONTRACTOR or Joint Venture Company in
seftlement Of any and all losses, claims, damages, judgments and any
other expenses, including legal services.

Indirect i xpenses:

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

Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expecient for the protection of the Area, including
attorney’s {ees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or ¢laim prosecuted or uvrged against
the operations or the subject muatter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handied
by the legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and Turnishing such services
may be made to operations.
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(k) Administrative Overhead and General Expenses:

(1)

(2)

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

will be charged as provided in Article II (b) of this Annex.

CONTRACTOR'S administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. shall be
charged each month at the rate of five percent (5%) of total

Exploration expenditures, provided that no administrative

‘overhead of CONTRACTOR outside the AR.E. applicable to

A R.E. Exploration operations will be charged for Exploration
operations conducted by Joint Venture Company. No other
direct charges as such for CONTRACTOR'S admimstrative
overhead outside the A.R.E. will be applied 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:

l1. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment and supplies.

4. Exploration and Production-Directing, advising and controlling

the entire project.
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5. Other departments such as legal, comptroller and engineering
which contribute time, knowledge and experience to the

operations.

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

(3) While Joint Venture Company is conducting operations, Joint
Venture Company 's personnel engaged in general clerical and
office work, supervisors and officers whose time is generally
spent in the main office and not the field, and all employees
generally considered 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.

() 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 HI (j) (1) of the Agreement.
(m) Continuing CONTRACTOR Coests:

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 III (i) of the Agreement, No
sales expenses incurred outside or inside the A.R.E. may be
recovered as a cost.

(n) Other Expenditures

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

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

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed 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
mventory 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 is taken, Failure of EMRA and/or CONTRACTOR to
be represented at an inventory shall bind them to accept the
inventory taken by Joint Venture Company, who shall in that event
furnish the party not represented with a copy thereof,

(b) Reconciliation and Adjustment of Inventories:

(a)

Reconcihation 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 1V
COST RECOVERY
Statements of Recovery of Costs and of Cost Recovery GOLD:

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

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

2. Recoverable costs incurred and paid during the quarter.
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3. Total recoverable costs {for the guarter {1} + (7).

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

5. Amount of costs recovered for the quarter,

6. Amount of recoverable costs carried into the succeeding quarter, if
any.

7. Excess, if any, of the value of Cost Recovery GOLD taken and
separately disposed of by CONTRACUTOR over ¢osis recovered
for the quarter.

(b) Payments;

{¢)

If such Staterment shows an amount due EMRA, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EMRA on the date when such payment is due, then
CONTRACTOR shall pay interest of two und 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
prevatiing on the date such imterest is calculated. Such interest
payment shall not be recoverable.

Settlement of Excess Cast Recovery GOLD:

EMREA has the right to take its entitlernent of Excess Cost Recovery
GOLD ander Article VI {h) of the Agreement in kind during the
said quarter, A settiement shall be required with the rendition of such
Staternents in case CONTRACTOR has taken more than #ts own
entitiement of such Excess Cost Recovery GOLD,

(d) Audit Right:

EMR A shall have a peniod of twelve {12} months from receipt of any
Statement under this Article IV in which to audit and raise objection
to any such Stutement. EMRA and CONTRACTOR shall agree on
any required adjustments. Supporting documenis and accounis will
be available to EMRA during Said twelve (12) month period,
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to controt therein the total
amount of Exploration expenditures reported on Statements of
activity prepared per Article I (b) (1) of this Annex, less any
reductions agreed to by EMRA and CONTRACTOR following
written exceptions taken by a non-operator pursuant to Article 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 off-setting contra account to control therein the amount of
cost remaining to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery GOLD, if any.

Major Accounts:

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

- Exploration Expenditures;

- Explottation Expenditures other than Operating Expenses;
- Operating Expenses;

- Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR 10 the
extent necessary for the control of recovery of costs and the
treatment of cosl recovery Gold.



YooV d iy YA 5 () Y suall = L Jtiag b1 VoY

{ dusaiaband! Bald! )
i il Gualal a0}

WMo 5,0 Lo e Ltialy o Al Joill g o ity ataies JoUilh 1 o pgudd]
i op o Dol e L0 Bl Ueadas o3 il &l ol ¢ 2e8LiSYT 5
e g o S ) Y g i il Ll s S8

Balamndl 3 2ded] gl Lo gyl Jola1 Jies o " Jad bl " oS
g pead | 3l L pia) byl Lals aze Lo gt 301 e () (5) 5,48 AL
C Jead b JgatE oy be Timaall

Jolll" o dyeanll Sudl Jo I Oliny phoe 58 3 ke Meadd Lol
ol o Srdll i el Meadl Gl 51 audey " Ly pald a3

: Skl 5

Cilend] Lo S5 Sadl el = g ald pol G

A @2 ol e g B B e = Deadt el
hog pinld S A T gl Jaadl s gl oo b S Ly i Jisa S 130G
N O T T2 LI EAV D PSSP [{ O JCU P PN SN
OB ¢ Jaall g atmee e dasaY g

oy pislt ] J 0l 3 im0 popp B Sy Jams = Al Ll



VoY YV R D YA S () 1Y sl = fee Ty 4

el il bbb,

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Bgyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any ARE. Income Taxes paid by EMRA on CONTRACTOR'S behalf
constitute  additional income to CONTRACTOR, and this additional

iImcome is also subject to ALRE, income {ax, that is "grossed up”.

CONTRACTOR'S annual income, as determined in Adicle III (3)-2 of
this Agreement, less the amount equal to CONTRACTORS grossed-up
Egyptian income tax Hability, shall be CONTRACTOR'S "Provisional

Income".

The "gross-up value” is an amount added to Provisional Income 0 give
“Taxable Income”, such that the grossed-up value is equivalent to the

ARE Income Taxes.
THEREFORE:

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

H the "A.R.E. Income Tax rate”, which means the effective or composite
tax raig due 1o the various A.RE. taxes levied on income or profits, 13

constant and not dependent on the level of income, then;

Grossed-up Value = AR.E. income tax rate TIMES Taxable Income.
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Combining the first and last equations above

Provistonal imncome X Tax Rate
I - Tax Rate

Grossed-up Value =

Where the tax rate is expressed as a decimal.

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

Income Tax rate is forty percent (40%), then the Grossed-up Value 1s

equal to:
$i10x04
=$ 6.67
1- 04
Therefore:
Provisional income $ 10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% 6.67

CONTRACTOR's Income after taxes £ 10.00



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149

