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CONCESSION AGREEMENT

THE EXPL()RATION AND EXPLOITATION OF GOLD AND
ASSOCIATED MINERALS IN PREDETERMINEL LOCALITIES
~ IN THE EASTERN DESERT OF EGYPT

THIS AGREEMENT is made and entered into this day of Sunda ; 29ih of

lanuary nineteen ninety - five
BY AND BETWEEN :

THE ARAB REPUBLIC OF EGYPT ( hereinafter referred to as
"ARE. " oras " GOVERNMENT "),

- AND -

THE EGYPTIAN GEOLOGICAL SURVEY AND MINING

AUTHORITY ( hereinafter referred to as " EGSMA " ) a legal entity
regulated by Presidential Decree 45/1986.

- AND -
PHARAOH GOLD MINES NL ( ACN 062 135 728), orgaised,

incorporated and existing under the laws of Ausiralia ( herer after

referred to as " PHARAOH ").
WITNESSETH

WHEREAS, Law No. 86 of 1956 , of Mines and Quarne: as
amended , established that all Ore Deposits, in " A. R. E. " including the

tzrritorial and continental shelf waters, are the property of the State, ar d
WHEREAS, the 'Government ., EGSMA and Pharaoh wish to

collaborate for the purpose of exploring and developing Gold 1nd

1ssociated minerals resourcesin” AR E. ", and
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W}-IEREAS- Pharaoh wishes to estabhsh gold dnd as-octaled
minerals exploration and cxploitation operations in the Eastern Diesert of

Egypt and to sell the products of such operations, and

v WHEREAS, " EGSMA " has applied for a concession.for the
Exploration , Mining ana Tieatment of gold and associated minerls, and
the marketing of the products from within and through the Areas jeferred

to in Article 1l and described 1n Annexures " A" and " B " wkich are

attached hereto, and

WHEREAS, Pharaoh agrees to undertake its obligations proavided

hereinafter with respect to the Exploration, Exploitation operations in

said Areas, and

WHEREAS the Government desires hereby to grant such conces-
s10M, and

WHEREAS Minister for [ndustry and Mineral Resources pursuant to
the provisions of Law No. 86 of 1956 , may enter into a conce:sion

agreement with the EGSMA and Pharaoh for the Explorition.

Exploitation, Mining Treatment and marketing in the Areas hereinb sfore

referred 1o .

NOW, THEREFORE, THE PARTIES HERETO AGREP AS

FOLLOWS
ARTICLE 1

DEFINITIONS
(a) " EXPLORATION " shall mean the examination of the surface and

the underground by all means, particularly geological and
geophysical, leading to the identification of minerals by taeir
physical, magnetic, electric, or other characteristics, or by mal.ing

test pits or bores to ascertain the existence or possibility of existence

of sold and agsociated minerals.
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Exploration includes also more detailed examination of the curface

and underground by all drilling and mining operations leading to the
. delineation of the orebodies, ore quantities and spectfica lons,

methods of extraction, dressing | milling . processing, smelting,

refining , marketing and related feasibility studies.

(b) " EXPLOITATION " shall mean the following

I. All the mining and ancillary works that should be made i1 the

Arecas 10 gain access to ore bodies and to mine ore from tem,
such as drilling, sinking shafts, driving levels, raising, stoping,
filling, open-cutting and quarrying, and design of, and
installation, servicing and maintenance of equipment, electricity
supply and transmission Iiné-s;- rallway and pipe lines, rcads,
sewerage systems, personne! faéilities, communication systt ms,
transport systems, mining and dressing plants and relzted
operations, smelting and refining plants, and any other activity
which helps in preparing the mines, ‘quarries, plants for
production and for transportation of products to shopjing

terminals, and of supplies and stores to mines and plants; and
2. Drilling, mining and quarrying design and civil constructions: and

3. Restoration and rehabilitation during and after mining ind
treatment, planning and design of restoration and rehabilitat on

and associated research: and

+. Producing, transporting, storing and marketing or any other work

or activities necessary or ancillary to any of the activities refer ed

1o above.
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(¢) (1) the term ™ ORE " wall be apnhied to Gold and Assoctated slineials
on or under the surtace of the carth that can be extracted milie.d.

. processed, smetted o retiped.

(11) the term ™ Gold 7 shall be applied to the metal gold produ ced as
result of exploitation including metals associated with gold atter
milling, processing, smelung and refining of gold ores.

(111) the term Associated Minerals shall means silver, copper, lead.

2ine that are naturally associated with Gold .

(iv) the term dumps and tailings refers to all those dumps and t i1lings
crently occurnng near or close by old working 1n areas where
commercial discovery in hard rock Gold and Associated Minerals

has been declared.

(d) " A. R. E. " 1s an abbreviation tor the ARAB REPUBLIC OF
EGYPT.

(¢) " EFFECTIVE DATE " shall mean the date on which the text o this
Agreement is signed by the Government , EGSMA and Pharaoh after

the relevant law 1s 1ssued.

') " YEAR " OR " CALENDAR YEAR " shall mean a period ol twelve

(12) months according to the Gregonan Calendar.

(¢} " FINANCIAL YEAR " shall mean and shall coincide with the
GOVERNMENTS financial  year according to the laws  and
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regulations of the AL R E.

) " TAX YEAR " shall mean a period of twelve (12) months accordinge

to the tax law and regulations of 'l A R, E.

(1N An " AFFILIATED COMPANY 7 shull mean a commpany .

(1) The owned capital, conferring majority of votes al equily holders
meetings of such company. of which is owned direc voor

indirectly by a party hereto; or

(11) Which is the owner directly or indirectly of owned capital
conferring a majority of votes at equity holders' meetings o " such
company ot which i1s owned directly or indirectly by a party
hereto; o1

(111) Whose share capital conferring a majority of votes at ¢ juity
holders’ meetings of such company and the share cipital
conferring a majority of votes at equity holder's meeting: of a
party hereto are owned directly or indirectly by the same
company.

(J)) " SALE REVENUE " shall mean the amount of gross revenue
receivable from the sale of Gold and Associated Minerals, le s all
shipping, insurance, smelting and refining costs, and delivery costs
not payable by the chents, all commercial discounts and all pen ities

related to the quality of Gold and Associated Minerals shipped.

k) " NET PROCEEDS " shall mean the remainder of net in«ame
obtamned by subtracting the royalty payable to the Governmen and
all permitted costs and expenses as set forth in Article VI from sales

revenue,



. B RIS .

VAR 0 Lwddgw VY B0 L5 ) VY sudl - i Jlsag 21 VA

——

LS ! Wl i3, ()
ol a1y iezdd LW 2o ball goladly cadll oe GilSII s,
319 WOE U s ine Y o Sl Ul s G by oY L
‘ d’.‘tL..U b.i.‘.'i Lij_, EWML;J'L? I"“‘I.}J:-L:-é'”(_cjl « I.:J_’BJ.UI B ot
P by citzSll e ddl ol JI palso 2l aslyidl J L 42255
:l;l:ﬂc.:'.r-_,.b_,.uuil iyt il
R W1 ST DO AP | 1 Q0N | PPN ™4 | T T ™
Caahul) i) L hs %
b e el e ol sl i Ll o ladly el tin a1 5 4
S EEICR i)

S Izl Eodl 3 s e 01" Ly cull 2l ol Lzl oy zol © 25 %
S s by Wy p Y] b i

LY ade by 8 sy Lo e 1y gl dasy oLally O GYY 5 au x
RCTCIRCYSN S HPSP. | Y e [pPYT 4| I e B

JSo Lulldl oy Lanl g 4o pe iy Lgdl paz g dlydl ods 45 dn
CitSI 3y oLty it Lt I o 0 251 o iy el ole Ll
. . el

oy 3 g 650 OLAZST 5y g ol Ll L sl 5 Gl gl
o5 ol iy DY s S Losigr L) gy 9l 01 Dy e ils
oa Loy 0 plas Vi 3 g, bl GLASSY I ey aulll e Ll
b o2 ol GLASNE el 7,U iy o Ryl 2l Sl )b
i, 2! el o, s i 1Y



ATAY

(v " O OMMFR( (AL DISC OVERY shall mean a discon crv ool Gold

and Associated Minerals worth of being developed and eyvploited

commercially in accordance with the principles of good riming
‘ practices. The ore deposit shali not be deemed to be comn croinl
unless Pharaoh piesent to EGSMA a detailed teastbility  study,
prepared in accordance with such principles, which conclud:s that
the Ore Deposit is worthy of being developed and cxy oited
commercialy. Such study shall include, among other things, Pl araoh

estimates of the following matters :-
- Geological assessment and conclusions.

- Estimated market demand over the nex1 ten (10) years.

Development plan.

- Estimated fob price of Gold and Associated minerals to be sokl

- Pertod for recovery of pre-production, exploration and explor ation

capital investments incurred by Pharaoh in accordance with the

terms of this Agreement.

- Payment of royalties, taxes and share of EGSMA and Ph: rach

.

according to the terms of this Agreement.

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

Following the receipt of such study EGSMA and Pharaoh ;hall
meet and review all the terms of the study and al appropriate data to
reach  mutua! agreement upon the existence of a comme -cil
discovery. Any differences of opinion regarding the study o the
existence of a commercial discovery will be discussed and an effort

made in mutual good faith to resolve the same. The approval cf the

4t Al n A orslal diRCOVE‘:I“f w‘“

e
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be deemed to occur not fater than sixty (60) days alter the date
which the study is received by EGSMA and the date of 1
commeroial discovery for ine purposes of s agreem: nt wii i

deemed to be the date of such receipt.

(m) " EXPLORATION BLOCK " shall mean an area, the coiner poin
of which have to be coincident with 3' x 3' latitude and longituc
divisions, according to the International Grid System wher: possibl
or within the existing boundaries to the Areas covered by thi

Concession Agreement as set out in Annex " A ™.

(n) " EXPLOITATION LEASES " shall mean all or part of Ex>loratio;

block or blocks covering the geological limits of a deposit cipable o

production the corner points of which have to be coincident witl
I' x 1' latitude and longitude divisions according to the Inter-ationa

Grid System where possible or as jointly agreed upon by the
EGSMA and Pharaoh.

(0) " COMMERCIAL PRODUCTION " shall mean the mining, 1 iiling,
processing, smelting and refining of Ores, following de :istons
by EGSMA and Pharaoh to produce on a regular and comntercial

basis.

(p) " EGSMA " shall mean the Egyptian Geological Survey and M ining
Authority.

ARTICLE H
ANNEXES TO THE AGREEMENT

Annex A is a description of the Areas covered and atfected by this

Agreement, hereinafter referred to as " The Areas ™
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Annex B is a provisional itlustrative map on the scale of 1: 1,0 00,000
ndicating  the Areas covered and affected by this Agreemint and

described in Annex A

Annex C s the form of a letter of Guarantee 10 be issued ny the
National Bank ot Egypt, Cairo, Egypt or any othcr bank acceptible 1o
EGSMA and to be submitted by Pharaoh one day before the signzture of
Minister of Industry and Mineral Resources on this Agreement, or the
sum of US$ 500,000 , guaranteeing the execution of Pharaoh's mi 1imum
Exploration obligations hereunder for the first twelve months of the
Exploration period. Such guaranty shall remain effective for «ix (6)
months after the end of the said one year period except as it 11ay be

released prior to that time in accordance with the terms thereof. [n the
event that Pharaoh shall have elected to extend the exploration pe iod as
hereinafter provided, similar letter of guaranty covering Pliaraoh
minimum yearly exploration costs obligation for such extension shall be

furnished to EGSMA at the time of its notice of extension.

Its specifically agreed that :-

I. The amount of guaranty will be reduced by amount equal to the

over expenditure carried forward from previous explotation

periods.

2. EGSMA shall issue quarterly instructions to the above meniioned
Bank to release Pharaoh from its obligation under the ter ns of
these letters of Guaranty by an amount equal the amount spend by
Pharaoh.

Annex D is the form of a Charter of the Operating Company 0 be

tormed as provided for in Article VI hereof.

Annex E 1s the Accounting Procedures.
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Annexes A, B, C, D and E to this Agreement are hereby made par
hereot, and they shall be considered as having equal force and ef ‘sct witk
the provisions of this Agreement, provided that 1f the provisior s of the
Annexces are rnconsistent with the provisions of this Agreerient the
provisions of this Agreement shall prevai!.

ARTICLE IiI
GRANT OF RIGHTS AND TERMS

The Government hereby grants EGSMA and Pharaoh subje :t to the
terms, covenants and conditions set out in this Agreement, whicl insofar
as they are contrary to or inconsistent with any provisions of Lav' No. 86
of 1956, as amended, shall have the force of law an exclusive coiicession

in and to the Area described 1n Annexes" Aand"B".

(a) Starting from the commencement of the commercial produ:tion of
Gold and Associated Minerals, the Government shall own and be
entitled, as hereinafter provided, to a royalty in cash througliout the
duration of the Exploitation period including its renew:l. Said
royalty shall be unrecoverable and shall be paid by the Operating
Company on behalf of Pharaoh and EGSMA.

(b) An mitial Exploration period of one (1) year shall start f om the
eftective date. Three (3) successive extension (s} to the initial
Exploration period of two (2) years each shall be granted to 1'harach
at its option upon thirty (30) days prior written notice to EGSIJA and
subject only to 1ts having fulfilled its obligations hereunder for the
preceding pertod (s). Further, the final such Exploration peri»d may
be extended at Pharaoh's election for up to six months to en: dle the

completion of any testing or cvaluation procedure or an, study
actually started betore the end of the seventh (7) year of the
Exploration period but shall not exceed this period by more tan six
months by which time the subject portion or portions of the Area
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shall have been converted into an Exploitation Lease or Leas:s. The
Agreement shall be terminated if no feasibility study recomn ¢ wding
2+ Commercial Discovery is presented by the end of the seventh (/)
year of the Exploration pertod or the end of such additicnal six

month period, if applicable.

(c) The Exploitation period shall be thirty (30) years from the dat: of the
first Commercial Discovery. This period may be renewed for one (1)
additional equal period at the option of Pharaoh with rea:.onable
commercial justification and upon six (6) months written notice o
EGSMA prior to the expiry of the said thirty (30) year period.
Promptly following Commercial Discovery, the extent of the Area
specified by Exploration Blocks in the feasibility study referrzd to in
Article 1 (i) to be covered by an Exploitation lease or leases shall be
mutually agreed upon by EGSMA and Pharaoh and be subject to the
approval of Minister of Industry and Mineral Resources. Such
portion of the Area shall then be converted automatically into an
exploitation lease or leases without the 1ssuance of any ad lihonal
legal instrument or permission. Exploitation operations th:reafter
shall be started promptly by Operating Company and be cond :cted in
accordance with good mining practices and accepted engineering
principles and in accordance with the construction progrim and
schedule contained in the feasibility study referred to in Article 1 (1) .
such construction program shall also be in accordance wi h good
mining practices and accepted engineering principles. If no ¢xmmer-
cial production and sale of Gold and Associated minerals is a -hieved
in regular shipments from any Exploitation lease within ‘ive (5)
years from the date of the approval of Minister of Indu¢iry and
Mineral Resources referred to above, such Exploitation lease shall
immediately be surrendered unless otherwise agreed by EGHMA or
as otherwise provided under Article XXIII 1n this Agreement.

(d) Pharaoh shall bear and pay all costs and expenses required in carrying
out any and all the operations under this Agreement. The recovery of

the Exploration Costs shall not include any interest but the 1€COVETY
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of Explottation Capital Costs shall include mterest on a maxiinum of
0% of the tnvestment borrowed by Pharaoh trom non-af fiiated
anancial mstitutic o provided that Pharaoh shall at all tiner ase s
* best efforts to obtamn the most favourable rate of interest «n such
loans, not cxcecding 19 over Libor. Notwithstanding anythin: t6 the
contrary under this agrcement, interest on Exploitation invesiments
accrued betore the commencement of commercial produc ion as
provided above, shall not be included in Operating Costs, biut shall
be included in Exploitation Capital Costs. Interest on Explcitation
Investments accrued after the commencement of comiiercial

production as provided above, shall be included in Operating Costs

(e) Pharaoh shall be subjcct to all laws and regulation in force wiih
respect to all activities carried out in A. R. E. in relation to the
operating company. As this Agreement shall initiate new nining
activities in remote areas predetermine in this Agreement, the income
generated by these activities 1S granted 15 years tax exemptio : from
all taxcs imposed in A.R.E. at the date of this Agreement is signed
and any future taxes to be imposed under any other name di ferent
than what are used at the date this Agreement is signed. The tax
exemption shall be for a period of fifteen years (15) starting from the
date of commencement of Commercial Production of Go d and

Associated Minerals.

It 1s expressly understood and agreed between Pharaoh and EGSMA
that the Operating Company shall in due time file an application for
extending the tax exemption period for another equal period Such
application will have the full support of EGSMA provided t:at no
tax dispute did occur for reasons related to the Operating Coiapany
or 1ts equity holders and provided that serious acknowledged
research activities in remote areas has been programmed and ¢ greed

1o by all parties concerned.

(1) The dumps and tathnes from ail old gold mining operations wit 11n an
Exploitation Lease shall be treated as hard rock deposits of Go d and
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Associated Minerals in the same area where commercial discov :ry in
hard rock has been declared.

ARTICLE 1V

WORK PROGRAM AND COSTS DURING EXPLORATION PERIOD

(a) Pharaoh shall commence exploration operations hereunder no. later

than six (6) months after the effective date, provided howeve’, that
the beginning of such period of six (6) months shall be automa:ically
extended to such later date by which Pharaoh shall have and enjoy
full access to the Areas pursuant to all applicable regulitions,
including necessary or appropriate military permats.

(b) EGSMA shall make .vailable for Pharaoh's use all geological,

exploration and mining data in EGSMA possession with resfcct 10

the areas.

(c) The initial Exploration period shall be one (1) year. Pharao) may

extend this Exploration period for three (3) additional period (s) of
two (2) years in accordance with Article 111 (c), each upon a thirty
(30) days prior written notice to EGSMA subject to its fulfilr ent of

its minimum Exploration obligations for the then current periodi.

Pharaoh shall spend a minimum of tive hundred thousand U. S.

Dollars ( US$ 500,000.00 ) on Exploration operations and ac ivities

related thereto during the initial one (1) year Exploration pericd. For
the first two (2) year period that Pharaoh elects to extend beycnd the

initial Exploration period Pharaoh shall spend a minimum f two
million U. S. Dollars ( US$ 2,000,000.00 ) and for each »f the
following Two (2) year extension periods, Pharaoh shall also spend 4

minimum of two million U. S. Dollars ( US$ 2,000,000.00) .
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Should Pharaoh spend more than the minimum amount requ red to
be expended during the imual one (1) year Exploration petiod or
duning any period thereafter, the excess shall be credited to the
minimum amount of money required to be expended by Plaraoh
during any succeeding Exploration period or periods, as the ca:e mav
be.

In case Pharaoh surrenders its total Exploration obligations n this
Agreement as set forth above before or at the end of the first year of
the Exploration period, having incurred less than the total sum f five
hundred thousand U.S. dollars ( US$ 500,000.00 ) on Exploration or
in the event at the end of the said year, Pharaoh has incurred less
than the said sum, an amount equal to the difference between tt e said
amounts and the amounts actually spent, respectively on Explcration
activities shall directly be paid by Pharaoh to EGSMA at the time of
surrendering or within three (3) months from the end of the initial
Exploration period, as the case may be. Any expenditure deficiency
be Pharaoh at the end of any additional period for the reasons ibove
noted shall similarly result in payments by Pharaoh to EGSMA of
such deficiency. In the event of commercial production Pharaol shall
by entitled to recover any such payments as Exploration costs n the
manner provided for under Article VII.

Without prejudice to Article III (c) in case no Commercial Disc wvery
1s established by the end of the seventh (7) year, or in case Ph:raoh

surrenders its exploration obligations under the Agreement pr or to
such time, EGSMA shall not bear any of the aforesaid costs spent by
Pharaoh.

(d) At least four (4) months prior to the beginning of each Financial year,
or at such other times as may be mutually agreed to by EGSM/. and
Pharaoh, Pharaoh shall prepare an Exploration Work Progran and
Budget for the Areas setting forth the Exploration Operations v hich
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Pharaoh proposes to carry out during the ensuing year. The
Exploration work program and budget shall be proposec in
accordance with good mining practices and techniques and he
Budget shall be consistent with Pharach minimum exploration

expenditure obligation.

The Exploration Work Program and Budget shall be reviewed :y a
joint committee to be established by EGSMA and Pharaoh afte - the

effective date of this Agreement. This Committee, herein: tter
referred to as the " E)ﬁploration Advisory Committee " , shall coiisist
of six ( 6 ) members, three (3 ) of whom shall be appointel by
EGSMA and three (3) by Pharaoh. The Chairman of the Explor: tion
Advisory Committee shall be designated by EGSMA from an ong
the members appointed by it. The Exploration Advisory Committee
shall review and give such advice as it deems appropriate with
respect 10 the proposed Work Program and Budget. Folloving
review by the Exploration Advisory Committee, Pharaoh shall riake
such revisions as Pharaoh deems appropriate and it is further agreed

that :-

1. Pharaoh shall not substantially revise or modify the said York
Program and Budget nor reduce the approved budgeted :osts
without informing EGSMA.

2. In the event of emergencies involving danger or loss of livzs or
property, Pharaoh expend such additional unbudgeted amounits as
may be required to alleviate such danger. Such cost shill be
considered in all respects as Exploration cost and shall be
recovered pursuant to the provisions of Article VII hereof. -

(e) Pharaoh shall advance all necessary funds and cash for all mat¢ rials,
equipment, supplies, personnel, administration and operztions.
pursuant to the Exploration Work Program and Budget and ECSMA

shall not be responsible for or bear or repay any of the afo esaid

COosts.
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(1) Before the Operating Company comes into existence, Pharaoh ¢hall be

responsible for the preparation, and implementation and of the
Exploration Work Program which shall be implement:d in a

workmanhke manner and in accordance with good industry
practices.

Except as 1s appropriate for the processing of data, labortories,
specialised engineering and development studies thereon, to b: made
in specialised centres outside the A. R. E., all geological and

geophysical studies and analyses as well as any other studies related
to the implementation of this Agreement, shall be made in the A.R.E.
if suitable facilities are available in the A. R. E:Pharach shall
entrust the management of Exploration operations in the A. I.. E. to
its technically competent General Manager and Deputy C-eneral
Manager. The names of such Manager and Deputy General M anager
shall, upon appointment, be forthwith notified to the Gove nment
and to EGSMA. The General Manager and, in his absen:e, the
Deputy General Manager, shall be entrusted by Pharach 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 regulationé 1s:.ued or
hereafter to be issued which are applicable hereunder and not in
conflict with this Agreement shall apply to Pharaoh.

(2) Pharaoh shall supply EGSMA, within thirty (30) days from the end of
each calender half-year, with a Statement of Exploration A :tivity,
showing costs incurred by Pharaoh during such half-year. Phiraoh'’s
records and necessary supporting documents shall be available for
inspection by EGSMA at any time during the regular working: hours
for three (3) months from the date of receiving each stat:ment.
Within the three (3) months from the date of receiving such
statement, EGSMA shall advise Pharaoh in writing; if it

considers eg:-

(1) that the records of costs are not correct; or
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(11) that the costs of goods supplied or services rendered arc: not in

line with the international -market prices for goods or serices of
stmilar quality supplied and rendered on similar terms pre vailing
at the time such goods or services were supplied and re 1dered,
provided however, that purchases made and services per ‘ormed
within the A. R. E. shall be subject to Article XXIV : or

(1i1) that the condition of the materials furnished by Pharaoh do not
tally with their prices; or

(1v) that the costs incurred are not reasonably requi ed for
operations.

Pharaoh shall confer with EGSMA in connection w th the
problems thus presented, and parties shall attempt to r:ach a
settlement which is mutually satisfactory. If within the tim  limit
of the three (3) months period provided for in this paragraph,
EGSMA has not advised Pharaoh of its objection to any stat:ment,
such statement shall be considered as approved.

It within the time limit of three (3) months, EGSMA has alvised
Pharaoh of its objection to any statement, then Pharaol shall
confer with EGSMA in connection with the problem thus
presented, and the parties shall attempt to reach a final sett]l :ment
thereto.

(h) Pharaoh shall supply all Funds and cash necessary for its Operitions
in the A. R. E. under this Agreement in freely convertible cuirency
from abroad. Pharaoh shall have the right to buy Egyptian cuirency
whenever required at the applicable A. R. E. rate of exc, )ange
declared at the time of buying.

ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENT:;
(a) MANDATORY RELINQUISHMENTS :
At the end of the third year after the effective date hereof, Ph.raoh

shall relinquish to the Government a total of twenty five pe reent
(25%) of exploration areas not then converted to an exploifation

lease or leases.
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At the end of the fifth year after the effective date hercof, Phar.ioh
shall relinquish an additional twenty five percent (25% ) In
exploration block of the remaining areas not then converted to an
Exploitation lease or leases.

At the end of the total Exploration periods, Pharaoh snall
relinquish the remainder of the original areas not conve ted

to an Exploitation lease or leases.

(b) VOLUNTARY RELINQUISHMENTS :

Pharaoh may, voluntarily, during any period relinquish-all or any
part of the Areas in Exploration blocks provided that at the tirr ¢ of
such voluntary relinquishment, its financial obligations for
Exploration costs under Article IV paragraph (b) have t cen
satistactorily fulfilled.

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

(c) RELINQUISHMENTS AFTER COMMERCIAL DISCOVERY -

Following commercial discovery, EGSMA and Pharaoh hall
mutually agree upon any area to be relinquished therealfter,
except for the relinquishment provided for above at the end o' the

total Exploration periods.

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

(2) Promptly following commercial discovery, EGSMA .and Ph: -aoh
shall form in the A. R.E. an Operating company ( hereinafter ref :rred
to as " Operating Company " ) , which shall be 3 private s:ctor
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company subject to the laws and regulations in force in the 2 R. E.
to the extent that such laws and regulations are not In consiste 1t with
the provisions of this Agreement or the Charter of the Op:rating
Company. The name of the comparny shall be mutually agreed upon
between EGSMA arid Pharaoh promptly following Cominercial
Discovery, and shall be subject to the approval of Miniter for
Industry and Mineral Resources. The capital stock of the Orerating
Company shall be owned equally by EGSMA and by Pharaol .

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

— Law No. 38 of 1994 organising dealings in foreign currencies.
_Law No . 48 of 1978 on the staff Regulations of Public companies.

— Law No. 159 of 1981, concerning certain provisions on joir : stock
companies, and limited liability companies.

— Law No. 97 of 1983 on Public Sector companies.
_ Law No. 95 of 1992 Capital Market Law.
— Law No. 203 of 1991 Public Enterprise Law.

— Law No. 230 of 1989 Investment Law.

(b) The charter of the Operating Compény is hereto attached as Annex -
"D" Within sixty (60) days after the date of Commercial Dis overy,
the Charter shall take effect and the Operating Company shall
automatically come into existence, without any further procedures.

(c) Ninety (90) days after the date that the Opcraﬁng Company comes
into existence in accordance with paragraph (b) above, the seneral

Manager of the Operating Company shall prepare a development
Work Program and Budget for the remainder of the year in w uich the
Commercial Discovery is made, and not later than four (4) months
before the erd of the current financial year (or such other date as
may be agreed upon), and four (4) months preced ng the
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commencement of each succeeding financial year thereafter ( »r such
other date as may be agreed upon ), the General Manager shall
prepare an annual Production Schedule, Work Program and 3udget
for the succeeding Financial Year. The Production Schedule Work
Program and Budget shall be submitted to the Board of Direci ors for
approval .

(d) Not later than the twentieth (20th) day of each month, the Opcrating
Company shall furnish to Pharaoh a written estimate of ils total

requirements for expenditurc for the first half and the second half of
the succeeding month expressed in U. S. Dollars having regarc to the
approved Budget. Such estimate shall take into consideration any

cash expected to be on hand at month end.

Payment for the appropnate period of such month shall be n ade to

the correspondent Bank designated in paragraph (¢) below on the
first (1st) day and fifteenth ( 15th ) day respectively, or tie next
following business day, if such day is not a business day.

(e) Operating Company is authorised to keep at its own disposal abroad
in an account opened with a correspondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by Pharioh or
received as a result of Operating Company's activities. Withc rawals
from the said account shall be used for payment for goods and
services acquired abroad, for transferring to a local bank in the
A.R.E. the réquircd amount to meet expenditures in Egyptiam
Pounds, for Operating Company 1n connection with its aclivities
under this Agreement, to make payment of the royalty to the
Government, to reimburse Pharaoh for the recovery of cos:s, and
distribution of net pﬁroccéds to EGSMA and Pharaoh.
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Within sixty (60) days after the end of each Financial Ye:r, the
Operating Company shall submit to the appropriate exchange «ontrol

~ authorities in the A. R. E. a statement, duly certified by reco ;nised
auditor's, showing the funds credited to that accoun, the
disbursements made out of that account, and the balance outst.inding
at the end of the Financial Year.

Pharaoh shall at all times and without any Government restriction,
limitation , tax or duty ( other than duty for actual services rendlered),
be free to transfer in U. S. dollars or other freely convertible {oreign
currency any cash of Pharaoh representing its share of net proceeds

on the recovery of its costs hereunder

(f) The parties écknowledge and agree that the Board of Directors of the.
Operating Company shall have full rights and responsibili.ies to

decide and determine all matters relating to activities of Operating
Company hereunder, in accordance with the provisions Jf the
Charter of the Operating Company. The parties further acknovledge
and agree that with respect to the subject matters which r:quire
action to be taken by the Board of Directors and of the Operating
Company, time will be of the essence. Accordingly, EGSM 4 and
Pharaoh agree to cause their respective Directors to act diliger tly on
all such matters which may be referred to them and to use the r best
efforts to reach prompt decisions.

(g) It shall be the general policy of the Board of Directors «f the
Operating Company, supported by Pharaoh and EGSMA, to manage
the affairs of the Operating Company consistent with good riining
practices and to the best interests of the owners of the Ope -ating
Company.
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ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND PRODUCTION
SHARING

(a) The Operating Company shall prepare (not iess than ninety (90) jays
prior to the beginning of each quarter of each financial vear
following commencement of commercial production ) and furnis h in
writing to Pharaoh and EGSMA a forecast setting out the otal
quantity of the Gold and Associated Minerals . that  Operzting
Company estimates can be produced, saved and transpcrted
hereunder, during such calender half in accordance with good mi 1ing
practices. Operating Company shall endeavour to produce r:ach
calendar half the forecast quantity. The gold produced shal be
palced in storage facilities, according to government regulation: by
the Operating Company for the purpose of Royalty and cther
purposes under the agreement.

(b) The royalty due to the Government under Article III 1. shall not be
recoverable and shall be paid in cash by Operating Company to a
bank designated by EGSMA within thirty (30) days after the e 1d of
each calender half, or at such earlier time as may be agreed upcn, in
an amount equal to three percent (3%) of Sale Revenue during such
calender half.

It is expressly agreed and acknowledged that such royalty shall in all
events be paid in full in respect of each calendar half of sach

Financial Year and shall have priority and preference over any costs,
expenses, expenditures or payments.

(c) Oﬁt of the remaining Sales Revenue ( excluding the royalty ) and
subject to the auditing provisions under this Agreement, Phzraoh

shall be entitled to recover the following costs and expenses :
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1. all current operating expenses incurred and paid after 1nit al
commercial production.

2. exploration costs, including those accumulated prior to tie
commencement of commercial production at the rate of 33 1/3 %

PEr annum.

3. exploitation capital costs, including those accumulated prior to t1e
commencement of commercial production at the rate of 33 1/3%

per annuin.

(1) For the purpose of determining the classification of all costs, ard
expenditures for their recovery, the following terms shall apply:

1. " Exploration Costs " shall mean all costs and expenditure s
incurred and paid for exploration.

2. " Exploitation Capital Costs " shall mean all costs ard
expenditures incurred and paid for exploitation with 1€

exception of Operating expenses.

3. " Current Operating Costs " shall mean all costs and expens:s
incurred and paid for revenue generating every year which are :

(i) made after commercial production commences.
(ii) not paid for the acquisition of depreciable assets, 1S

determined in accordance with generally accepted accountl g
procedures in the mining industry.

(e} To the extent that in any Financial Year, costs and expenditu;cs

recoverable pursuant to paragraph 3. (a) , (b) and (c) precedu g.
exceed the Sales Revenue for that Financial Year ( excluding t1€
royalty made in respect of that Financial Year ), the excess shall o€ -
carried forward for recovery in the next succeeding Financial Year of
Years until fully recovered, but in on case after the termination of he

Agreement.
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(f) Adter the deduction of royalty payments and the recovery of costs and
sxpenditure as provided in paragraphs (b) (c) (d) and (e) of this
Article VII, any remainder of Sales Revenue shall constitute net
y-oceeds and shall be shared between EGSMA and Pharaoh as

“ollows :

‘1) fifty percent (50%) of Net Proceed shall be paid to EGSMA and~
fifty percent ( 50% ) of Net Proceed shall be paid to Pharaoh,

) For the first year and second years in which there are Net
Proceeds for the entire year a ten percent (10%) of Net Proceed

shall be paid to Pharaoh as incentive.

4} For each of the next two years in which there are Net Proceeds
for the entire year, five percent (5%) of Net Proceed shall be paid
ro Pharaoh.

(g) t1s expressly agreed that Pharaoh's cost recovery under Article VII
»1d also share under Article VII shall be transferable out of rthe

A R.E.such transfers being accomplished in accordance with
e procedures in force in the A. R. E.

Motwithstanding the foregoing, the Government shall be entitled to
buy such quantities of products produced from the Areas hereunder
al prevaili*ng market terms and conditions, subject to Articie X. It 1s
understood and agreed upon, that the payment for the amount

purchased shall be made in freely convertible currency, and al
prevailing market price.
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ARTICLE VI
TITLES TO ASSETS.

(1) EGSMA shall become the owner of all assets in connection with tt -
operations carried out by Pharaoh or Operating Company n

accordance with the following

1. Land shall be the property of EGSMA as soon as it is purchased.

'
L.

Title to fixed and movable assets shall be transferred from Pharaoh

to EGSMA gradually as their costs are recovered by Pharaoh in
accordance with the provisions of Article VII. It 1s understood th at
title to all such acquired assets through Exploitation Expenditure
incurred prior to the commencement of commercial productiin
will be transferred when the full cost of all such assets has be:n
recovered under Article VII. Likewise, fitle to fixed and movalle
assets representing Capital additions acquired  through
Exploitation Expenditures incurred after the announcement of
Commercial production will be transferred when the full cost of
all such assets has been fully recovered. Pharaoh shall be
exempfted from all custom, duties, excise, stamps and sale taxes on
the transfer of such assets.

(0) During the term of this Agreement and the renewal period EGS!HIA
Pharaoh and Operating Company are entitled to the full use of all
fixed and movable essets in connection with operations hereunder In:

(1) the Areas and
(1) any other area approved by EGSMA and Pharaoh.

and proper accounting adjustment shall be made. Pharaoh and
EGSMA shall not dispose of the same except with agreemer ol
the other.
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‘c) Pharaoh may freely import into the A. R. E., use therein and ficely
export at the end of such use, machinery and equipment whi:h it

either rents or leases 1n accordance with good industry practices.

'd) Pharaoh sub-contractors shall freely import into A. R. E. , use the reir
and ftreely export at the end of such use, machinery and equipr ient

necessary to the construction and commissioning of operating, plant
and tacilities, free of tax and other duties.

ARTICLE IX
OFFICE AND SERVICE OF NOTICE.

Pharaon shall maintain an office in the A. R. E., at which no :ces

shall be validly served.

The General Manager and Deputy General Manager shall  be

entrusted by Pharaoh with sufficient power to carry out immedi: tely
all local written direction given to him by the Government ¢r 1ts

representatives under the terms of this Agreement. All la vtul
regulations issued or hereatter to be issued which are applicable
hereunder and not in conflict with this Agreement shall apply to the
duties and activities of the General Manager and Deputy Ger 2ral

Manager.

All matters and notices shall be deemed to have validly served which
are delivered to the office of the General Manager or whicl are
sent to him by registered mail or facsimile to Pharaoh's o fice

1n the A.R.E.

All matters and notices shali be deemed to be validly served which
are delivered to the orffice of the Chairman of EGSMA or whicl are
sent to him by registered mail, telex or facsimile at EGSMA's 11amn
office 1n Cairo.
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ARTICLE X
MARKETING

agreed that the Operating Company shall have the righ

(1 1t is expressly |
| 11 all Gold and Associate;,

and responsibility 1O market and se
Minerals produced hereunder to any person Or persons outside q;

within the A. R. E. The Operating Company shall use its best etforf:
favouable terms and conditior

to consunmimate all sales on the moslt
ditions prevailing at tt o

as it may be able to obtain under market con

time.

ARTICLE XI
CUSTOMS EXEMPTIONS

(1) Pharaoh and operating company shall be exempted from custom tax:s
and duties with respect to the importation of machinery, equipmen
and consumabie items required for the purpose of carrying on tle
cxploration and exploitation in the A. R. E. after being duy
certificate by an EGSMA responsible representative nominated oy
EGSMA for such purpose, that the importation items are solely to be
used for carrying on the activities related to this agreement. If 1
illicit to dispose of the exempted items In other activities exci:pt
those specified in the original aim, unless that taxes and custom 1€
paid according to the condition and value of such items and ne
customs tariff applicable on the date of repaying.

(b) Machinery equipment and consumable 1tems imported by contractors
and subcontractors engaged in the operations subject o (his
agreement shall be cleared under the " Temporary Release Systern -
with re-export tarrif, after being duly approved certificate presented
by an EGSMA responsible representative that the imported 1t€ms
shall be used only in carrying on the current operations related to 1S

Agreement.

() The employees ot Pharaoh, Operating Company and their contrac 2fS
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and subcontractors shall not be entitied to any exemptions rom
customs duties and other ancillary taxes and charges except w thin
the limits of the provisions of the laws and regulations applicable in
the A. R. E.

(d) items imported into the A. R. E. wnether excmpl of not exempt ;rom
custorns dutics and other ancillary taxes and charges hereunder. may
be exported by the importing party at any ume after obtaining
EGSMA's approval without any expori taxes or charges or any (axes
or charges form which such items have been already exempt, eing
applicable. Such items may be sold within the A. R. E., after

obtaining the approval of EGSMA and the Customs Departmeit. In
this case, the purchaser shall pay all applicable customs, dutie s and

other ancillary taxes and charges according to the conditio : and
salue of such items and the customs tariff applicable on the dite of
sale. unless such items have already been sold to an affi iated

company of Pharaoch or EGSMA , having the same exempt on Or
unless title to such items have reverted to EGSMA or the Customs

Department.

In the event of any such sale under this paragraph (d), the prc ceeds
from such sales shall be divided in the following manner :

Pharaoh shall be entitled to reimbursement of its unrecovéred ~ost if
any in such items, and the excess, if any, shall be paid to EGSNM A.

(e) The exemption provided for in (a) of this Article shall not apply t0
any imported items when, In the opinion of EGSMA 1tems of th
same, or substantially the same kind and quality are manufac -ured
locally, and are available for timely purchase and delivery 1 the
"A.R. E. at a price not higher than ten percent (10%) more thi.n the
cost of the imported item before customs duties but after

transportation and insurance costs have been added.
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() Pharaoh, EGSMA, Operating Company and their respective b.yers
shall be entitled to export Gold and Associated minerals reteried to

in this Agreement, no licence being required, and shall be exer 1pted
from any duties, taxes, or any other tmports in respect of the export

of Gold and Associated Minerals produced hereunder

ARTICLE XII
BOOKS OF ACCOUNT. ACCOUNTING AND PAYMENT 5

(a) EGSMA, Pharaoh and the Operating Company shall each maintain at
their business offices in the A. R. E., books of account, in accor lance

with the Procedures in Annex E and accepted accountmg pra:tices
oenerally 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 sold hereunder. Pharach and
Operating Company shall keep thier books of accourt and
accounting records in United States Dollars. Operating Coinpany
shall furnish to the Government or its representative monthly report
showing the amount of Gold and Assoctated Minerals produc:d and
sold hereunder. Such reports shall be prepared in the form required
by the Government, or 1ts representative, and shall be signed by the
General Manager or by the Deputy General Manager o' duly
designated deputy, and delivered to the Government or its
representative within thirty (30) days after the end of the month
covered in the report.

(b) The aforesaid books of accounts and other books and records 1:ferred
to above shall be available at all reasonable times for inspec:ion by
duly authorised representatives of the Government.

(c) Pharaoh shall submit to EGSMA a Profit and Loss Statement for the
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financial year not later than four (4) months after the commenct ment
of the following financial year to show its net protit or loss fron the
mining operation under this Agreement for such year.

The Operating Company shall yearly submit all financial repor 5 and
statements to Pharach and EGSMA The Balance Sheet and Fininciaj
Statements shall be certified by two Egyptian certified accoutants

accepted by EGSMA.

ARTICLE XIII
RECORDS, REPORTS AND INSPECTION

(a) Pharaoh and/or Operating Company. shall prepare and at all (imes
while this Agreement is in force, maintain accurate and cirrent

records of its operations in the Areas hereunder. Pharaoh ¢ ndjor
Operating Company shall furnish the Government c¢r its

representative, in conformity with applicable regulations or :s the
Government or itS representative may reasonably r:quire

information and data concerning its operations under this Agree ment.
Operating Company will perform the functions indicated in this
Article XIII in accordanee with their respective rules as specified

under this Agreement.

(b) Pharaoh and/or Operating Company shall save and keep for a
reasonable period of time a representative portion of each sam ple of
cores and cuttings taken from borings and excavations, to be
disposed of, or forwarded to the Government or its representative 10

- the manner directed by the Government. Al samples and r:lated
analyses acquired by Pharaoh and/or Operating Company for itz ownl
purposes shall be considered available for Inspection a  any
reasonable time by the Government or its representative. Any such -

#
L
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samples which Pharaoh has kept for a period of twelve (12) m
without receipt of instructions to forward them to the Governme
Its representatives or elsewhere, may be disposed of by I’haraoh
discretion.

(c) Unless otherwise agreed by EGSMA in case of exporting any
samples outside A. R. E. samples equivalent in size and juality s
before such exportation, be delivered to EGSMA or ret.iined fof
benefit of EGSMA at the site of activities hereunder.

(d) Originals of records can be exported with the permission of EGS
provided, however, that such records and any data which mus
processed or analysed outside the A. R. E. may be e (ported
comparable data or record, if available, is maintained in 4. R. E.
provided that such exports shall be repatriated to A. R

immediately upon EGSMA's request.

(e) During the perlod Pharaoh is conducting the explorauon Operau
EGSMA through EGSMA's duly Authorised 1epres. ntative
employees shall have the right to have full and complele acces
the Areas at all reasonable times with the right to :bserve
Operations being conducted and to Inspect all assets, records and

kept by Pharaoh. EGSMA's representative, in exercisi-g its rl

under the preceding sentence of this paragraph shall 1ot inter
with Pharaoh's Operations. Pharaoh shall make available to EGS
copies of any and all data ( including, but not limited t., geolog
and geophysical reports, logs and maps ) in Pharaoh’; posses
which relate to the Areas.

All this data shall be strictly confidential and shall not be divulge
EGSMA without the written consent of Pharao: while
Agreement is in force.
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(f) EGSMA shall make available to Pharach copies of any and a | datg
(including, but not limited to , geological, geophysical reports, bore
holes, logs and maps ) in EGSMA's possession which relates ‘o the
Areas. Such data shall be kept confidential .

(8) EGSMA and Pharaoh shall at all times co-operale fully and use thej;
| best efforts to acquire for their mutual benefit any data which r:lateg
to the Areas in possession from any other person or entity.

ARTICLE XIV
RESPONSIBILITY FOR DAMAGES

Pharaoh shall entirely and solely be responsible in law towards third

parties for any damage caused by Pharaoh's exploration Operatior s and
shall indemnify the Government and/or EGSMA against all damage s for

which they may be held liable on account of any such Operations.

Operating Company shall entirely and solely be responsible in law

towards third parties for any damage caused by Operating Compzny's
Operations and shall indemnify the Government EGSMA and/or Pha ‘ach

against all damages for which they may be held liable on account of any

such Operations.
ARTICLE XV

SAVING OF GOLD AND PREVENTION OF LOSS.

- The Operating Company shall take all proper measures acco -ding

to generally accepted method in use in the mining industry to prevent 108$
or waste of gold, silver and other Gold and Associated mineral all__d
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products above or under the ground in any form during exploitition
Operations. The Government has the right to prevent any Qperation: n any
min? that it might reasonably expect would result in loss or damage to the

mine.

ARTICLE XVI
RESTORATION, REHABILITATION AND ENVIRONMEN T

Pharaoh, or the Operating Company, as the case may be, sh: Ul be
responsible for the reasonable restoration and rehabilitation of the surface
of the Exploration Areas, Exploitatio'n Areas and any area outsid: the
Exploitation Area used by Pharaoh or the Operating Company as the case
may be, and shall be responsibl¢ for the safe disposal of 1 qud
substances, the capping of wells, protection of open pits and shaft:: and
all necessary actions to effect the shutdown of mining and treatment
Operations. Pharachor the Operating Company, as the case may be, shall
also take all reasonable measures to control the effects of harmful
pollution and contamination to the extent practicably possible acco ding
to international environmental regulation. The costs of all such actions
shall be included as Operating Costs. A reserve may be established in the
latter years of the life of the mine to: cover the costs of all such ac'ions,
the charges thereof to be included in Operation Cost, when antici jated

revenues during the period of such shutdown Operations would be

insufficient to cover the costs thereof.
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Such measures taken to protect the environment and such restoratioy
and rehabilitation and control shall be accomplished 1n a m.nne

consistent with good international practice in the mining industry , giving
due regard to the health and safety of the public and the natur: ang

condition of surrounding areas, including surface and ground wvater

resources.

ARTICLE XVII
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorised representatives of the Government shall have a:cess
to the areas covered by this Agreement and to the Operations cond :cted
thereon. Such representatives may examine the books, registers and
records of EGSMA, Pharaoh and the Operating Company and m ike a
reasonable number of surveys, drawings and tests for the purpcse of

enforcing this Agreement. They shall, for this'purpose; be entiti:d to
make reasonable use of the machinery and instruments of Pharah or
Operating Company an the condition that no danger or imped ment
to the Operations hereunder shall arise directly or indirectly from such
use. The Government shall indemnify Pharaoh or Operating Comr pany
for any loss or damage which may in fact result_from any such use of
said machinery and instruments, and for loss of time and produ::tion.
Such representatives shall be given reasonable assistance by the a;ents
and employees of Pharaoh or the Operating Company so that no‘e of
the activities shall endanger or hinder the safety or efficiency of the
Operations. Pharach: or the Operating Company shall otfer such
representatives all privileges and facilities accorded to 1ts own empl 1 yees
in the field and shall provide them, free of charge, the use of reasoiable .
office space and of adequately furnished housing while they are 11 the
field for the purpose of facilitating the objectives of this Article. An/ and
all information with respect to the Areas obtained by the Governme nt Of
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its representatives and their findings under this Article XV1I shal
made available to Pharaoh and the Operating Company and s1all be

confidential.

ARTICLE XVIII
EMPLOYMENT RIGHTS AND TRAINING OF /RAB
REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGSMA and Pharaoh thatOperations h:reunde
conducted in a businesslike and efficient manner.

1. Non-Egyptian expatriate or alien administrative, profe;sional
technical personnel employed by Pharach or the Operal
Company and their contractors for the conduct ot the Operat.
hereunder shall be granted residence as provided for n Law

89 of 1960 on the entry and residence of non Egypt fcreigner
A. R. E. and their departure and Ministerial Order Vo. 28(

1981 as amended, and Pharaoh agrees that all immigrati
passport, visa and employment regulations of the A. R E. shal
applicable to all alien employees of Pharaoh worl.ing in

AR.E.

2. Aminimum of twenty five percent (25%) of the salarie: and wz
of each of the expatriate administrative, professional aid techn
personnel employed by Pharaoh or the Operating Corpany s.
be paid monthly in Egyptian currency .

(b) Pharaoh and the Operating Company shall each select its employ
and determine the number thereof to be used for Operat

hereunder.

(c) Pharaoh shall, after consultation with EGSMA prepare and carry
specialised training programs for all its A. R. E. employ:es enge
in Operations hereunder with respect to applicable as:ects of
mining industry. Pharaoh and the Operating Company u:dertake
replace gradually their non-executive expatriate statts’ »y quali
nationals as they are available.
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(d) During the period when Pharaoh is conducting Exploration, Fharaoh
shall give mutually agreed numbers of EGSMA employzes an
opportunity to attend and participate in Pharaoh's and Phiraoh's

atfiliate training programs relating to Exploration, Minit g and
Treatment Operations. The costs of such programs, includi‘g the

costs of EGSMA's employees in attending, shall be treited as
Operating Expenses.

ARTICLE XIX
LAWS AND REGULATIONS

(a) Pharach and the Operating Company shall be subject to Law No. 86
of 1956 of Mines and Quaries and the regulations issued [or the
implementation thereof, including the regulations for the s: te and
efficient performance of Operations carried out for the execution of
this Agreement and for the conservation of the mineral resources of
the A. R. E., provided that no regulations, modification or
interpfetation thereof shall be contrary to or inconsistent with the
provisions of this Agreement.

(b) Except as provided for in Article III, Pharaoh and the Op:rating
Company be exempted from all taxes, with respect to the extiaction,
producing, exporting or transporting of gold, and associated mr inerals
hereunder, Pharaoh and the Operating Company shall be ex« mpted
from any tax on capital including any tax-on real estate.

(c) The rights and obligations of EGSMA and Pharaoh hereunder .ind for
the effective term of this Agreement, shall be governed by and In
accordance with the provisions of this Agreement, and can cnly be
altered or amended by the mutual agreement of EGSMA, P araol
and the Government.
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(d) The contractors and sub-contractors of Pharach and the Opurating
Company shall be subject to the provisions of this Agreement which
affect them. Insofar as all regulations which are duly 1ssued by the
Government apply from time to time and are not in accord with the
provisions of this Agreement, such regulations shall not apply to
Pharaoh and its contractors and its sub-contractors.

(e) EGSMA, Pharaoh and the Operating Company and their
sub-contractors shall for the purposes of this Agreement be ex :mpted
from all stamp duties imposed by syndical laws with respect to their

documents and activities hereunder.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of National emergency, due to war or imminent expect.ition of
war or I1nternal causes, such as uprisings or revolts, the Government
may exercise requisition all or part of the production from th e areas
obtained hereunder and require the Operating Company to 1:crease
such production to the utmost possible maximum. The Gov¢ mment
may also requisition the mine itself and, if necessarv, related

facilities.

(b) In any such case, such requisition shall not be effected exce pt after
inviting EGSMA and Pharaoh or their representatives by re yistered
letter, with acknowledgment of receipt, to express their vie vs with
respect to such requisition.

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

Pharaoh.

(d) In the event of any requisition as provided above. the Gov :rnment
shall indemnify in full EGSMA and Pharaoh for the period during

which the requisition is maintained. <.
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ARTICLE XXI
ASSIGNMENT

(a) Neither EGSMA ncr Pharaoh may assign to unrelated person, tirm or
corporation not party hereto, in whole or in part, any of 1ts nights.
privileges, duties or obligations under this Agreement without the

written consent of the Government.

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

1. The obligations of the assigndr deriving from this Agreeme it must
have been duly fulfilled as to the date such request is made

2. The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants conti.ined 1n

this Agreement and any modifications or additions in writ ng that
up to such time may have been made. A draft of such ins rument
of assignment shall be submitted to the Government for re*iew and
approval before being formally executed.

(¢) Any assignment made pursuant to the provisions of this Article shall

be free of any transfer or related taxes charges or fees.

(d) The assignor together with the assignee shall be jointly and scverally
liable for all the duties and obligations of Pharaoh uniler this

Agreement.

(e) The incoming party shall undertake to honour claims (a) to (d) above

and comply with all Articles of this Agreement.

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCIiL

(a) The Government shall have the right to cancel this Agreerent by
Presidential Decree with respect to Pharaoh m the fo lowing

mnstances
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| If Pharaoh knowingly has submitted any false statements i« the

Government which were of a material consideration fo the
execution of this Agreement,

If Pharaoh assigns any intcrest hereunder to unrefated party

-

contrary to provisions of Article XAl hereof

3 If Pharaoh does not comply with any final decision reached a: the
result of court proceedings conducted under Article X {1V

paragraph (a) hereunder.

1. If Pharaoh intentionally extracts any mineial other than Gold and
Associated Minerals authorised by this Agreement or withou the

Authority of the Government, except such extraction as ma, be
unavoidable as the result of Operations conducted hereund:r In

accordance with accepted mining industry practice and wich
shall be notified to the Government or its representative as socn as

possible.

If Pharaoh commits any mawerial breach of this Agreement T of
the provisions of mentioned Law No. 86 of 1956 , which ar: not
expressly contradicted by the provisions of this Agreement, such
cancellation shall take place without prejudice to any rights v hich
may have occurred to the Government against Pharaol. 1n

accordance with the provisions of this Agreement.

L

(b) If the Government deems that one of the aforesaid causes ( other 1han
a force majeure cause referred to in Article XXIII hereof ) exisis 10
gancel this Agreement, the Government shall give Pharaoh niaety
(90) davs written notice personally served on Pharaoh's General
Manager in the legally official manner and receipt of whi h 1S

ackncewledged bv him or by his legal agents, to remedy and reriove
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such cause, but if for any reason such service is impossible d e to
un-notified change of address, publication in the Official Jourral of
the Government as such notice shall be considered as validly s¢.rved
upon Pharaoh. If at the end of the said ninety (90) days notice p :riod
such cause has not been remedied and removed, this Agreement may

be cancelled forthwith by Presidential Decree as aforesaid.

ARTICLE XXIII
FORCE MAJEURE

(a) The non-performance or delay in performance by EGSMA and

Pharaoh or either of them, of any obligation under this Agree nent
shall be excused if, and to the extent that, such non performance or
delay 1s caused by Force Majeure. The period of any such non
performance or delay, together with such period as may be nece: sary
for restoration of any damage done during such delay, shall to the
extent required be added to the time given in this Agreement fo: the
performance of such obligation dependent thereon, and conseque ntly
to the term of this Agreement, but only with respect to the Arca or
Areas affected by such Force Majeure.

" Force Majeure " within the meaning of this Article XXIII :hall
include, but not be limited to, any law, order, regulation, direc ive,
action, inaction, or delay of the Government of the Arab Republ - of
Egypt, or any agency thereof, with respect to EGSMA or Pharao 1, or
the Government of Australia or any agency thereof, with respe::t to
Pharaoh, or any Act of God, insurrection, riot, war, strike, or cther
labour disturbance, fires, floods, and other natural disast rs,

explosion, embargo, blockade. quarantine. or any other cause not due
to the fault or negligence of the party invoking Force Maje ire,
whether or not similar to the foregoing, and provided further that any
such cause is beyond the reasonable control of the party involing
Force Majeure. |
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(¢) Withoul prejudice to the above, and except as may be otherw Ise
provided herein, the Government shall incur no responsiblity
whatsoever to EGSMA and Pharach or either of them for .ny
damages. restrictions or loss, arising in consequences of such cas:: of
Force Majeure except a Force Majeurc caused by the orler
regulations of direction of the Government of the Arab Republic of

Egypt.

(d) If the Force Majeure event occurs during the initial Exploration f eri-
od or any extension thereof and continues in effect for a period of six
(6) months Pharaoh shall have the option upon ninety (90) cays
prior written notice EGSMA to terminate its obligations hereurider
without fyrther liability of any kind and, if still force, the Guara itee
contained in Annexure C hereto, shall be automatically cancelled and
EGSMA shall so notify the Bank to release the Guarantee.

ARTICLE XX1V
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim ' arising out of or relating tc this
‘Agreement or the breach, termination or invalidity thereot betyveen
the Government, EGSMA and Pharaoh shall be referred (C the
jurisdi(:tion of the competent A. R. E. Courts and shall be f1 (ally
settled by such Courts.

(b) Any dispute, controversy or claim arising out of or relating IC this
Agreement or the breach, termination or invalidity thereof bety.€€il
Pharaoh and EGSMA shall be settled by arbitration in accord ince
‘with the Arbitration Rules of the Regional Centre for Commercial :
‘Arbitration - Cairc ( " the Centre " ) in effect on the date of this
Agreement. The award of the arbitrators shall be final, binding Of

the parties and subject to no appeal.

(¢) The Arbitration tribunal shall be composed of three arbitrators.
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(d) Fach party shall appoint onre Arbitrator. If, within thirty (30) day:
after receipt of the claimant's notification of the appointment of ar
arbitrators the respondent has not notified the claimant in writing o
rhe name of the arbitrator he appoints, the claimant may request the

Centre to appoint the second arbitrator.

(e) The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If withir
thirty (30) days after the appointment of the second arbitrator, the
(wo arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the Hague to appoint the presiding
arbitrator in the same way as a sole arbitrator would be appointed
under Article 6.3 of the UNCITRAI. Arbitration Rules. The
presiding arbitrator shall be aperson of a nationality other than
A.R.E,, or Australia and of a country which has diplomatic relations
with both A. R. E. and Australia and who shall have no economic
interest in the mining business of the signatories hereto

(f) The arbitration proceedings including the making of the award shall
take place in Cairo.

(¢ ) Egyptian law shall apply to the dispute except that in the event of any
conflict between Egyptian laws and this Agreement ( including the
arbitration clause), the provisions of this Agreement shall govern.

(h) Pending the award, the operations and activities hereunder shall not
be discontinued.
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1) The provisions of this Agreement relating to arbitration shali continie
1n force notwithstanding the termination of this Agreement.

())The award rendered may be entered in any court having jurisdicticn
and application may be made in such court for a judicial acceptan:e
of the award or an orded of enforcement, as the case may be.

ARTICLE XXV
STATUS OF PARTIES.

(a) The rights, duties, obligations and liabilities in :espect to EGSMA aad
Pharaoh hereunder shall be several and not joint or collective it
being understood that this Agreement shall not be construed as
constituting an association or corporation or partnership.

Ly W

.b) Pharaoh shall be subject {0 the laws of the place where itis
Incorporated regarding its legal status, incorporation, registration.
Organisation, memorandum and articles of association, share hald ng.
and ownership. Pharaoh's shares of capital which are entirely 1 2ld
abroad shall not be negotiable in the A.R.E. and shall not be offc red
for public subscription in the A.R.E.. nor shall they be subject to the

stamp tax on capital shares nor any tax or duty in the A. R. E.

Pharaoh shall be exempted from the application of Law No. 15¢ of
1981 as amended.
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ARTICLE XXVI

.OCAL CONTRACTORS AND LOCALLY MANUFACTURED
MATERIAL.

?haraoh or Operating Company, as the case may he and their contractor

and sub-contractors, shall :-

ta) Give priority to local contractors and sub contractors, as long as ther
nrices and performance are comparable with international prices ang
performance.

(1) Give preference to locally manufactured material, equipment

machinery, and consumable so long as their quality and time
of delivery are comparable to internationally  available

materials, equipment, machinery and consumable. However, such

material, machinery and consumable may be imported for
operations conducted hereunder if the local price of such items al

Pharaoh's or Operating Company's operating base 1n A.R.E.is
more than ten percent (10%) higher than the price of such importec
items before customs duties, but after transportation and 1nsurance

costs have been added.

ARTICLE XXVII
ARABIC TEXT.

The Arabic version of this Agreement shall, betore the courts of the
A R.E. be referred to in construing or interpreting this Agreement.
- provided however, that in any arbitration pursuant to Article X X1V hert
zit'cwe between EGSMA and Pharaoh, the English and Avabic versions

<hall both be referred to as having cqual force in construing o

| 1lerpreting the Agreement.
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ARTICLE XXVIIl
APPROVAL OF THE A.R.E. GOVERNMENT.

This Agreement shall be binding upon the partics hereto up on
<suance of the law from the competent authorities of the A.R.E.

wuthorising Minister of Industry and Mineral Resources (o sign s iid
Agreement and giving this Ageement full force and etfect of 1w

1otwithstanding any countervailing governmental enactment, and "he
agreement is signed by the Government, EGSMA and pharaoh.

DATED the 29 th day of  January  1995.
THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT
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ANNEX A
DESCRIPTION OF THE AREAS

The areas subject to this Agreement are described as follows

Sukari area : the area enclosed by lines connection the following points

longitude 1a itude
34° - 18 2.7 -06
34° - 51 | 207 -06
34" - 51 247 - 45
34° - 33 2% - 45
34 - 33 2:1° - 55
34° - 18’ 217 -5

34° - 18 217 -0

A total of approximately 1,000 square kilometres.

Barramiya - the area enclosed by lines connecting the following paints

Longitude La/itude
33° -39 25"« 24
33°-51 25° .24
33°-51 28" - 12
33°-57 28" - 12
33°-57 257 - 15
34° - 12! 2¢° - 15
34°-12° 2:°-09
34° - 06' 24° - 09
34° - 06' 2:° - 06

33° - 57" 3410 - (06
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130 57 2:° 00
33u . 12| 2f ’ = 00
330 _ 12t .?.f ’ o Ug
23° . 30 25709

Total of approximately 1,300 square kilometres

Abu Marawat-the area enclosed by lines connecting the following ji0ints

Longitude Eatilude
33° - 36' 26° - 39
33° - 48 26° - 39
33°-48 26° - 27
33°-51" 26° - 27
33°-51° 26° - 18'
33° .42 26° - 18'
33° - 42’ 26° - 00
33°- 51" 26° - O
33°- 51 25° . 54"
33° - 48 25° - 54°
33° - 48’ 25° .51
33° - 45' 25° 51
33°- 45 25° 48’
33° - 39 25°. 48
33° - 39 25° . 54°
33°: 33 25° . 54
33° - 33 15° .57

337 - 30
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Longitude Latite de
33" - 30° 267 - ()1
33°-27 26° . () )
33" - 27 26° - ()
33° - 24 260 -0
33°-24 2%6°- 1"
33° - 15 267 1)
33° - 15 26T
33" - 33 26° -2 1
337 -3% 26° - 3]
33" - 36 26° - 3

A total of approximately 3080 square kilometers.
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ANNEX C
LETTER OF GUARANTEE
LI:TTER OF GUARANTEE No. CAIRO
E(YPTIAN GEOLOGICAL SURVEY AND MINING AUTHORITY

1994

Gentlemen,

The undersigned, National Bank of Egypt, Cairo, as Guarantor,
hereby guarantees to the Egyptian Geological Survey and Mining
Authority tereinafter referred to as EGSMA ) to the limit of
$500,000 in U. S. currency, the performance by Pharach Gold
Mines NL (hereinafter referred to as " Pharaoh " ) of its obligations
required for Exploration operations to spend a mimmum of five
hundred thousand ( U. S. $500,000 ) U. S. Dollars during one (1)
year of the Exploration period under Article IV of Concession
Agreement (hereinafter referred to as the " Agreement " ) covering
Areas described in Annexes A and B of the said Agreement, by

and between the Arab Republic of Egypt, the Egyptian Geological
Survey and Mining Authority (" EGSMA ") and Pharaoh, dated.

It is understood that this Guarantee and the liability of the Guarantor

hereunder shall be reduced quarterly, during the period of
expenditure of said five hundred thousand ( US $ 500,000 ) U.5.

Dollars by the amount of money expended by Pharaoh for such
Exploration operations during each such quarter. Each such
reduction shall be stablished by the joint written statement of

EGSMA and Pharaoh. ‘

[n the event of a claim by EGSMA of non-performance or surrendﬁf
of the Agreement on the part of Pharaoh prior to fulfilment of

}
o !
R
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said minimum expenditure obligations under Article 1V of th
Agreement, there shall be no liability on the undersigned Guarznt
for payment to EGSMA unless and until such liability has hee
established by written statement of EGSMA setting forth the am un
due under the Agreement.

It is further condition of this Letter of Guarantee that :

| This letter of Guarantee will become available only provided that the
Guarantor will have been informed in writing by Pharaoh and
EGSMA that the Agreement between Pharaoh, A. R. E. and EGS VA

has become effective according to its terms, and the said Guaratee
shall become effective on the Effective Date of the Agreement.

2 This letter of Guarantee shall in any event automatically expire at the

earliest of :

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

(b) at such time as the total of the amount shown on quarterly joint
statements of EGSMA and Pharaoh equals or exceeds the am ‘unt
of said minimum expenditure obligations.

3. Consequently, any claim 1in respect hereof should be made to the
Guarantor prior to either of said expiration dates at the litesl
accompanied by EGSMA's written statement, setting forth the
amount of under-expenditure deficiency by Pharaoh to the ¢ fect

that:

(2) Pharaoh has failed to perform its expenditure obligations refe rred

in this Guarantee, and

(b) Pharaoh has failed to pay the expenditure deficiency 1o EGSMA.
Yours faitnfuily,
For

Accountant
countan Manager
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ANNEX D.
CHARTER OF " THE OPERATING COMPANY °
ARTICLE 1.

A joint stock company having the nationality of the Arab Republic of
Egypt shall be formed with the authorisation of the Government in
acc crdance with the provisions of the Agreement referred to below and of

thi;, 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 Agreement reterred to

below.

ARTICLE 2,

The name of the Operating Company shall be mutually agreed upon

L

belween EGSMA and Pharaoh on the date of the commercial discovery
anil shall be subject to the approval of the Minister for Industries

anil Mineral Resources.

ARTICLE 3.

T'he Head Office of Operating Company shall be in the A. R. E.
ARTICLE 4.

T'he object of the Operating Company is to act as an agency through
‘which EGSMA and Pharaoh carry out and conduct the Development
Ex>loitation and Marketing Operations required in accordance with the
prcvisions of the Agreement signed on the day of 1994, by and
between the Arab Republic of Egypt, The Egyptian Geological Survey
anc Mining Authority, and Pharaoh cmering deposits Exploitation

opcritions in the concéssions areas described therein.
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The Operating Company shall also be the agent to carry out -4

LT

—_—

conduct exploration operation after the date of Commercial Discovery
nursuant to Pharaoh explcﬁr;ititm work program and budgets approved i

accordance with the Agr‘eément.

Operating Company shall keep account of all costs, €xpenses and

«xpenditures for such operations under the terms of the Agreement ad

snnex E thereto. The Operating Company shall not engage In any
business or undertake activity beyond the performance of said operatio °s.

Jnless otherwise agreed upon by EGSMA and Pharaoh and approved by
the Minister of Industry and Mineral Resources.
ARTICLE 5.

The authorised capital of Operating Company is forty thousad

Feyptian pounds divided into ten thousand shares of common stock v ith

1 value of four Egyptian pounds per share having equal voting ngts,

fully paid and non - assessable. EGSMA and Pharaoh shall each pay or,

kold and own, throughout the life of Operating Company referred to

above. the following number of shares of the capital stock of Opera'ing
Company .

EGSMA - 5,000

Pharaoh - 5,000

ARTICLE 6

Operating Company shall be no more than an agent for EGS 1A
and Pharach. Whenever it is indicated therein that Operating Compiny
shall decide, take action or make a proposal and the like, 1t 1s unders! rod
rhat such decisions, or judgements, are the result of the decision. of
judgements of EGSMA and Pharaoh, as may be required by the

Agreement.
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ARTICLE 7

The Operating Cohlpany shall have a Board of Directors consistin;:
f six (6) members, three (3) of whom shall be designated by EGSM/,
and the other three (3) by Pharaoh. The Executive Chairman shall b:
cesignated by EGSMA. The Managing Director and Deputy Chairma-
* «hall be designated by Pharaoh. In accordance with the provisions cf
Article VI (c) of the Agreement, the General manager shall prepare an
«ubmit to the Board of Directors for approval an annual producticy

schedule, work program and budget for each financial year.

ARTICLE 8

Meetings of the Board of Directors shall be valid if a majority of tt«
Cirectors are present, and any decision taken at such meetings must ha ¢
the affirmative vote of four (4) or more of the Directors, provide |,
however, that any Director may be represented and vote by proxy held hy
another Director. The Board ot Directors may also, in licu of a meetir 3,
take such action by the unamimous consent in writing signed by each ot
the six (6) Directors. The Board of Directors shall not unreasonably

withhold approval of any annual production schedule, work program or
budget submitted by the General Manager of the Board of Directors for

ipproval.
ARTICLE 9

General meetings of the shareholders shalf be valid if a majorit of
capital stock of the Operating Company is represented thereat. ;iny
decisions taken at such meetings must have the affirmative volc of

shareholders owing or representing a majority of the capital stock.
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ARTICLE 10

T'he Board of Directors shall approve the regulations covering the
lerms and conditions of employment of the personnel of the Operating

Company, employed directly by the Operating Company and not
assigned thereto by Pharaoh and EGSMA.

I'he Board shall, in due course. draw up the by-laws of Operating
CoTrpany, and such by-laws shall be effective upon being approved by a

General Meeting of the shareholders, in accordance with the Provisions

of /\-ticle X hereof.

ARTICLE 11

Operating Company shall come into existence as provided for in the

Agiezment.

I'he duration of Operating Company shall be for a period equal to

the duration of this agreement including any renewal thereof.

I shall be wound up if the Agreement referred to above is terminated

tor ¢ry reason as provided for therein.

IHE EGYPTIAN GEOLOGICAL SURVEY AND MINING
AUTHORITY.

3Y

P

PHARAOH GOLD MINES NI

I3Y
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ANNEX E

ACCOUNTING PROCEDURES OF
OPERATING COMPANY
ARTICLE 1

GENERAL PROVISIONS

1. Definitions :

The definitions contained in Article 1 of the Concession Agreerr ent

shall apply to these Procedures and have the same meaning,.

“Agreement” shall mean the Concession Agreement of which his

Annexure 1S a part.

1. Statements of Activity :

(a) Pharaoh shall render to EGSMA within thirty (30) days of the
end of each Calendar half year a statement of Exploration
activity reflecting all charges and credits related to Explorztion
operations for that half year summarised by approp: iate

classifications mdicative of the nature thereof.

(b) Operating Company shall render to EGSMA and Pharaoh w thin
thirty (30) days of the end of each Calendar half-year a
statement of Exploitation Activity reflecting all charges and

credits related to half-year in reasonable details.

3. Adjustment and Audits :

(a) Each statement of Exploration Activity'shal[ conclusiv'e]y be
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nresumed to be true and correct after three (3) months tollowin ;

the receipt of each statement by EGSMA unless within the sar
three (3) months following the receipt of each statement ty

EGSMA unless within the said thrce (3) months EGSMA
Pharaoh make a written exception thereto pursuant o Article 'y
(f) of the Agreement. Duning the said three (3) months perid
supporting documents will be available for inspection »y
EGSMA during all working hours.

(b) All statements of activity for Exploitation and exploration and :or
any calendar half-year shall conclusively be presumed to be tue
and correct three (3) months following the receipt of sich
statement unless within the said three (3) month period EGSI{A

or Pharaoh takes written exception thereto.

3. Currency exchange:

Pharaoh’s books for exploration and Operating Company s book: for
exploitation and exploration shall be kept in A.R.E. in U.S. Dol ars.
All U.S. Dollars expenditures shall be charged in the amount
expended. All Egyptian pounds expenditures shall be translated to
U.S. Dotllars at the prevailing buying rate of exchange issued b the
Central Bank of Egypt on the first day of the month in which
expenditures are recorded, and all non-U.S. Dollar expenditures shall
be translated to U.S. Dollars at the buying rate of exchange for such
currency as quoted by National Australia Bank Ltd., Perth, at .0.30
a.m. Western Australia Time on the f{irst day of the month in v/hich
expenditures are recorded. A record shall be kept of the exchange

rafes used in transiating Egyptian Pounds or other non-U.S. dallars

3xpeqditures to U.S. dollars.
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L. Precedence of documents:

In the event of any inconsistency or conflict between the provision.
of these Procedures and provisions of the Agreement treating the

same Subject differently, then the provision of the Agreement shalf
prevail. In the absence of any provision in the Agreement, ¢l
accounting procedures are to be in accordance with general y
accepted accounting principles, generally used in the Miniig

Industry.
{r. Revision of Accounting Procedures:

By mutual agreement between EGSMA and Pharaoh, these

procedures may be revised from time to time in the light of futire

drrangements.

ARTICLE I
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, Pharach shall directl* or
through Operating Company, as the case may be, pay the following c sts
and expenses. Such costs and expenses shall be classified and alloc: ted
cach month between exploration, exploitation and operating activ hes
according to sound and practicable accounting methods on a cash basis
unless otherwise stated in this Agrezment, and treated in accordance »ith

Article VII of the Agreement.

1. Surface Rights ;

All direct cost including rents attributable to the acquisition. ren wal

or relinquishment of surface rights acquired and maintained in 0rct.
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2. Labour and Related costs :
A-Salaries and wages and cmployment costs of Pharach : o
Operating Company's employees, as the case may be, dircctly
engaged in the various activities under the Agreement inclu ling
salaries and wages peid to geologists and other employees whe are

temporarily assigned to and employed in such activities.

Reasonable revisions of such salary and wages shall be atfectcd to
take into account changes in Pharaoh or Operating Compaiy’s
policies and amendments of law applicable to salaries. For the
purpose of this paragraph 2, salaries and wages shall mear the
assessable amounts for A.R.E. income taxes. including the saliries
during vacations and sick leaves. All related costs during the
exploration period which are in accordance with Pharaoh’s
established internaticnal policies and all related costs which ac i
accordance with the established policies of Pharaoh or the Oper iting

Company upon its formation.

B- For expatriate employees temporarily assigned to the A.R.1. all
allowances, cost of established plans and all travel reloc 1tion
costs for such expatriates as paid in accordance with Phe a0
international policies. Such costs shall not include any
administrative overhead other than what is mentioned in A ticle

[l (11b).

C- Costs of expenditure or contributions made pursuant to law or

assessment impesed by government authority which are
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:.. Benefits, allowances and related costs of national employees :

Bonuses. overtime, customary allowances and benefits an |

severance pay will be charged at a fixed rate applied to payrolls

which will equal an amount which will not exceed the maximu n

liability of severance payment as required under the A.R.E. laboir

faw.

4. Material :

Material, equipment and supplies, including fuel, purchased :r

furnished as such by Pharaoh or Operating Company.

Warranty of Materials furnished by Pharaoh:

Pharaoh does not warrant the material furnished beyond or back f
the dealer’s or manufacturer’s guarantee, and in case of defective
material, cred.* shall not be recorded until adjustment has been received

by Pharaoh from manufacturers or their agents

A-Purchases :

Material, equipment and supplies purchased shall be at price

paid by Pharaoh or Operating Company plus any related cost

incurred.

B- Material furnished by Pharaoh :

Material required for operation shall be purchased’ direct y

whenever practicable, except that Pharaoh may furnish such

maierial from Pharaoh affiliate outside the AREL.
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5. Transportation and employee relocation costs :

(a) transportation of equipment, matertal and supphies nece:sary

the conduct of Pharaoh or Operating Company's activitie:.

(b) business travel, transportation and relocation expenses to tt

extent covered by establised policies of Pharaoh.

6. Services :

(a) the costs of contracts for consultants, services and u ilitie

procured from third parties.

(b) cost of services performed by EGSMA or by Pharaoh o1 their

atfihated companies in facilities nside or outside the A R.E.

shall be at an agreed price.

(c) use of Pharaoh or any affiliate company wholly o vned
cquipment shall be charged at rent - 1 rate commensurate with
the cost of ownership and operation, but not in exce:s of

competitive rate currently prevailing in the A.R.E.

7. 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 Pharaoh or Operating Company throvgh

the exercises of reasonable diligence.
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8. Insurance and claims :

The costs of any public liability, property, damage a1d ot
insurance against liabilities of Pharaoh, Operating Compaily and
the parties or any of them to their employees and/or outside s as n
be required by the laws, rules and regulations of the Goveinmen
as the parties may agree upon. The proceeds of any such insurance

claim collected shall be credited against operation accordiig to

general accounting practices of the mining industry.

9. Indirect expenses :

Camp overhead and facilities such as warehouses, water system

road systems, salaries and expense of mine supervisory ferson

mine clerks, assistants and other general employees indire

serving the Areas.

10. Lagal expense :

All costs and expenses of litigation, or legal services others
necessary or expedient for the protection of the areas, includ
attorney’s fees and expenses as hereinatter provided, tog ther
all judgements obtained against the parties or any of them «¢n acc
of the opefration under the Agreement, and actual expense: inculud
bv any party or parties hereto in securing evidence for the purpos

defending against any action or claim prosecuted or urg:d aga

the operations of the subject matter of the Agreement. In the e
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Cctions or clarms affecting the interests hercunder shall be handled

sy the legal staft ol one or morc of the partics hereto. a charge

commensurate with cost of providing and furnishing such ser 1CeS

A be made to operiatien.

1. Administrative overhead and veneral expenses .

(1) Wihile Pharaoh s conducting exploration activities. Co-t ol

S ling and niunte g Pharaoh s head office in the AR and
or other offices estabhished in the AR us Appropriate e

Mooy miine oiTices which will be charged oy nrovided Aol
[ paragraph & abose and.

by Pharaoh s admimisiaiiy e oy srheads outside the AR B appl cable
o the AR ELeaploration operation whieh will be charoed cach
month at the rate of tive pereent (3% ot total explo anon
cxpenditures whi Pharaoh is conducting oxploration actis s,

No other direct charges as such for Pharioh's administ i tve

Theads outside ARE will be apphied againsi the uxpluualiml

.

Ab pration. Examples ot the tvpe of conts Pharaoh Is incurnn andd
S oraing boreunder dur o scetivities under e Agresmeit and e e ed by
i ::'1_‘1&:_‘_‘! S EAE
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3. Purchasing - procuring materials, equipment and supplies.
4. Exploration and exploitation directing, advising and controlling.

5. Other departments such as legal, financial and engineering v hich

contribute time, knowledge and experience to the operations.

(c) While Operating Company is directing activities, Opeiating
Company’s personnel engaged in general clerical and office
work, supervisors and officers whose time is generally sp:nt in
the main office and note the mine, and all employees gen :rally
considered as general and adminisitrative and not chargzd to
other types of expense will be charged to operations. Such

expenses shall be allocated each month according to soun | and

practicable accounting methods.

12, Continuing Pharaoh’s costs :

Costs of Pharaoh’s activities required under the Agreemen and

incurred exclusively in the A.R.E. after Operating Compa ly 1S

formed.

13. Other expenditures

Any required costs, eXxpenses or ekpenditures, other than those v /hich

are covered and dealt with by the foregoing provisions of this Article
[I, incurred by Pharaoh or Operating Company under appriverd

work Programs and Budgets.
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ARTICLE 111

COST RECOVERY

| Statements of Recovery of Cost and of Cost Recovery Opera ing
Company shall pursuant to Article VII of this Agreement rer der
‘0o EGSMA and Pharaoh as promptly as practicable follow ing

each calendar half-vear.
(i) recoverable costs carried from the previous half-year, if any.
(ii ) recoverable costs incurred and paid during the half year.

( i1i ) total recoverable costs for the half year.

( iv ) value ot cost recovery, taken and separately disposed o by

Pharaoh for the halt-year.

( v ) Excess, if any, of the value of cost recovery taken and
separately disposed of by Pharaoh over costs recoverec for

the half year.

2. Payments:

Revenue accounts shall be maintained by Operating Company t the
extent necessary for the control of recovery of costs and the

treatment of Cost Recovery.
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