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The Egyptian Cabinet

Prime Minister's Office
Official spokesperson

Press Release (issued September 22,2010)

Dr. Ahmad Nazif, his Excellency, The Prime Minister, has received, today, a report
about the recommendations of the committee constituted pursuant to his decree on
Sep. 16™ 2010, to study The Supreme Administrative Court's rule concerning

Madinaty project, and the manner of its implementation:

Firstly, the committee stressed on the considerations that should be observed before

proceeding on how to put that rule into effect:

1. the subject matter of the ruled-void contract — that is to say the area of land that

amounts to eight thousand feddans — does no longer exist in the status which
was there at the time of signing the contract. This land has been transformed
from being a barren desert land with no water, tress, nor buildings to an infra-
structured land with an urban community that has public utilities, roads, and
installations and facilities. These works have consumed huge amounts of funds,
which is impossible to be overlooked. Besides, it is impossible, too, to reinstate
the status of this land to the way it had been before the contracting, as a result of
enforcing court rules that invalidates and nullifies contracts in general.

. To give the land back, with an area of eight thousand feddans to the Authority
to reallocate it, without taking into its consideration the transformations and
changes that happened, is something that can not go with no heeding. This, also,
can not be compared with the case when someone builds on someone else's
property or land, because this would lead to weaving and creating a complicated
web of conflicted interests based on how much the compensation would be.
This compensation is so high that no one could compensate the company for the
installations and the buildings. Besides, the conflict extends to all involved
parties and stakeholders of the project. All these parties are considered at good
faith when contracting. It is quite impossible to put the blame on the company
or to assume bad intentions on its part when executing the contract which the
rule issued from the Supreme Administrative Court stated it was done in breach
to the law. Moreover, the negative and dangerous effects of the said ruling
extend to affect not only the company but all parties involved.

. Those who signed contracts to purchase the project's units did not do so to
contract on buildings and installations that have walls, ceilings, and doors, but
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rather, they contracted - and the financial implications of their dealing are based
on the premise that the units are part of an overall master plan and that they will
be part of the project as a whole as it was planned at the time of dealing. The
legal status of those dealers extends to their rights to be in their units in a
complete city with its overall facilities and utilities surrounded by its urban
boundaries.

That, and despite the fact that legal fixed codes mandate to consider ruled- void
contracts as void as a legal action, these contracts still stand there as material
facts and actual upcoming incident. In this regard, this case, by itself, has the
ability to produce a number of juristic effects that covers the ostensible
situation, and is deemed to stabilize the transactions and dealings and the status
of the parties involved.

Stabilizing the legal stance of all involved parties in Madinaty project, and
securing them unharmed is a matter of essence that should be taken care of as a
necessity of public interest; therefore, the case mandates that the highest degree
of caution, when implementing the ruling and remedy its consequences, should
be taken; as the priority should always be given to the public interest which is
an inseparable bond with the interests and status of the parties involved in this
project. Among those parties, the contracting company and the people who have
dealt with it, either the natural persons or the corporations, as well as the
shareholders. As this all in the end leads to support the climate of investment in
Egypt and establish pillars of trust when dealing with the governmental entities.

Secondly, in pursuance of the above mentioned, the committee has recommended
to enforce the rule issued by The Supreme Administrative Court on Sep. 14™ 2010
through the following:

1.

The New Urban Communities Authority is to terminate the contract made
between self and The Arab Company for Projects and Urban Development
dated on August.1® 2005, and its appurtenance dated on Dec. 21% 2005, as an
implementation to The Supreme Administrative Court's ruling on Sep 14™ 2010.
This naturally, constitutes its right to have back (on paper) the land -the subject
matter of the ruled- void contract (and its appurtenance), and to restore its right
to assign the land once more.

The New Urban Communities Authority , once it has received the eight
thousand feddans , the void-contract subject matter, is to re-assign the land once
more by applying the correct legal procedures in this regard in pursuant to
Article 31 (repeated) which was added by the Law 148 of year 2006 to The law
of Tenders and Auctions which stipulates that " with exception to articles
(30,31) of this law, real estates , or licensing to use real estates, may be assigned
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by direct order to the appropriators from farmers who have done constructions
on it or to who reclaimed and cultivated it with a maximum limit of 100 feddans
in the desert and reclaimed lands, and 10 feddans in the old cultivated lands and
the same is valid to up to the extents of the building line, and in other cases, as
the necessity may arise, to realize social and economic requirements
deemed by public interest, in accordance with the rules and procedures that
are issued by a Prime Minister' decree and by recommendations raised to him
from the ministry of finance, that includes the conditions that have to be
satisfied to effectuate the said assigning or licensing. The authorizing party has
to be determined and approved as well as the principles of estimating the fair
price and method of paying thereof.

Through applying the regulations of the Prime Minister's decree No. 2041 of
year 2006, which was issued as an amendments to The Law of Tenders and
Auctions, The New Urban Communities Authority is allowed to restore the area
of land mentioned and re-assign the same a second time to The Arab Company
For Projects and Urban Development through sale by direct order relying on the
case of necessity to achieve the social and economic needs that are sought by
public interest, as explicitly stipulated by article 31 (repeated) of the Law of
Tenders and Auctions previously mentioned.

The committee views that reallocation of the land through sale by direct order to
The Arab Company for Projects and Urban Development, is legally supported
as there is a case of necessity mandated by public interest. It is proven from the
rule documentations that the company has completed a considerable part of the
project. Infra-structure has been made to the land, which also includes:
installations, buildings, utilities, and different facilities. Some citizens have
already occupied their units which have been established on this land forming a
new urban community set up by this company. This should be preserved and
supported without taking any action that entails any hindrances or drawbacks to
them. Therefore, reallocating this land to the same company goes in line with
the regulations of The law of Tenders and Auctions in its amendments issued by
the law No 148 of year 2006 — the Authority has to take into its consideration
the necessity of abiding by the rules and regulations stipulated in the Prime
Minister's decree No. 2041 of year 2006 which defines the conditions that
should exist to perform that allocation and naming the authorizing entity to
perform and endorse the transaction as well as the principles of estimating fair
price and the method of paying thereof.

. The New Urban Communities Authority, in its process to determine the price on
which the assignment takes place, is to apply the rules and judgments of the
Prime Minister' decree No 2014 of year 2006, article 11, as for getting the
consent of the minister of finance and the minister of housing as to the
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justifications exhibited by the two ministries in regard to the recommended sale
price and the method of paying thereof. The high committee of appraisal at the
high commission of governmental services is to review the suitability of this
price and the minister of finance is to approve the work of the commission as it

is done.

The committee stressed that the stability of the legal status of all parties, with no
impediments is definitely a matter of public interest public interest as per
amendments made to the law of Tenders and Auctions of year 2006. This
stability is only attained by securing the continuity of Madenity project by its

original parties.

It could not be said that this is contravene to the law of Tenders and Auctions,

but enforcing thereof. Selling one more time to the Arab

Company for Urban development is not an unlawful circumvent to the law, in
the contrary, the implementation in the said manner is a mandate for social and
economic considerations previously mentioned. This, also, is an application to
the regulations of the law of Tenders and Auction after it had been amended by

the law No. 148 of year 2006.

In the end of the report, the committee, in performing its duties to study the rule
issued by the Supreme Administrative Court on Sep. 14™ 2010, and its
enforcement, implores the legislator to review the rules of the laws that govern
the works and terms of references of the New Urban Communities Authority,
and to grant this authority the necessary powers to achieve its role as a means to
develop urban communities and to facilitate its role through possible legal
procedures. This includes assigning lands to achieve its role; and not to exert
some restraints which leads the authority to be in the position of performing
country's land trading without endeavouring to build and establish new urban
communities, and in the manner that avoids situations similar to the one arose

by the current case.

Thirdly:

Dr. Ahmad Nazif, his Excellency, the Prime Minister, has decided that a ministerial
committee be formed by Dr. Mofeed Shehab, the minister of legal and
parliamentary affairs, Dr. Yousef Boutros Ghali, the minister of finance, Eng.
Ahmad EIl Maghrabi, the minister of housing, utilities and urban development, to
view the necessary procedures to put these recommendations into effect, and to

report the outcomes at the cabinet meetings on Sunday, Sep. 26" 2010.

e The committee stresses the stability of legal status to all parties related to
Madinaty project, in a way that necessitates the completion of the project by

its same parties.
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e The report assures that the legal status of the contracting parties of the
project's units will not be affected— whether they received these not or not
yet.

e The place of the ruled-void contract does no longer exist in the manner it had
been at the execution of the contract, as the land has been transformed from
a barren desert into an urban community and public utilities at very high
costs that can not be overlooked. The process of giving the land back to the
Authority has to take into consideration what has been done on the land as to
the transformation and the remarkable changes.

e The committee assures that there is no evidence that the rule of nullifying
Madinaty contract will cast its shadows on all other lands that have been
allocated as this allocation has been done in coherence with the stipulated
rules and regulations observed by the New Urban Communities Authority.
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