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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN
SOUTH ALAM EL SHAWISH AREA
WESTERN DESERT
A.R.E.

This Agrccment madce and cntered on this day of  , 20---, by

and between:

First:  1- thc ARAB REPUBLIC OF EGY PT (hercinafter reterred
to varously as "A.R.E." or as the "GOVERNMENT"),
represented by the Minister of Petrolcum and Mincral

Resources, 1n his capacity; and

Legal Headquarters: 1A Ahmed Al Zomor St., Nasr City,

Cairo.
2 - the EGYPTIAN GENERAL PETROL.

L1l

UM

CORPORATION, a Icgal cntity crcatcd by Law
No. 167 of 1958 as amended (heremafter reterred to as
"EGPC") represented by the Chict Exccutive Officer, 1n

his capacity.

Legal Headquarters: 270 St., Part 4, New Maadi, Cairo.

| (First Party)

Sccond:  APACHE KHALDA CORPORATION LDC |, a limitcd
shares corporation organized and existing under the laws
of Cayman Islands (hcrcinafter reterred to as "APACHE
KHALDA" or "CONTRACTOR") represented by
the President ol the Company or a concerned delegale

supported with a power of attorney.
Legal Headquarters: 11, 281 St., New Maadi, Cairo.

(Second Party)
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PREAMBLE
WHEREAS, all minerals including Petroleum, existing in mines and

quarrics in A.R.E., including the territorial waters, and 1n the scabed
subject to 1ts junisdiction and extending beyond the termtonal waters, are
the property ot the State; and

WHEREAS, EGPC has applied lor an exclusive concession lor Lhe
Exploration and Exploitation of Pctrolcum in and throughout the
Arca rcfcrred to 1n Article 11, and described 1n Anncx "A" and shown

approximately on Annex "B", which are attached hereto and made part
hereol (hereinaller relerred 1o as the "Area") ; and

WHEREAS, " APACHE KHALDA " agrees (o underlake 1ts obligations
providced hereinafter as a CONTRACTOR with respect to the Exploration,
Development and Production of Petroleum in SOUTH ALAM EL
SHAWISH AREA, WESTERN DESERT ; and

WHEREAS, the GOVERNMENT desires hereby (o grant such Concession
undcr this Agreement; and

WHEREAS, the Minister of Petrolcum pursuant to the provisions of Law -

No. 86 of 1956, may enter into a concession agreement with EGPC, and

wilth " APACHE KHALDA " as a CONTRACTOR in the said Area.
NOW, THEREFORE, the parties hereto agree as tollows:

The previous preamble o this Agreement are hereby made partl hereol,

complemented and intcgrated to 1ts provisions.
ARTICLE 1
DEFINITIONS

(a) "Exploraton” shall include such geological, geophysical, aenal

and other surveys as may be contained in the approved Work
Programs and Budgcts, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition ol such supplies, matenals,
scrvices and cquipment therctore, all as may be contained in the
approved Work Programs and Budgcets. The verb "explore” mcans
the act ot conducting Exploration.
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"Development" shall include, but not be limited (o, all the operations
and activities pursuant o approved Work Programs and Budgels
undcr this A grcement with respect to:

(1)  the drilling, plugging, deepening, side tracking, re-drlling,
compleling, equipping ol development wells and the changing
of the status of a wcll, and

(11) design, engineering, construction, installation, servicing and
mainlenance ol equipment, lines, systems lacilities, plants and
rclated operations to produce and opcrate said development
wells, taking, saving, treating, handhing, storing, transporting
and delivering Pelroleum, re-pressunng, recycling and other
sccondary recovery projects, and

(1) transportation, storage and any other work or activities
necessary or ancillary to the activities specified 1n (1) and (11).

"Petroleum" means Liquid Crude O1l ol vanous densities, asphall,

Gas, casing hcad gas and all other hydrocarbon substances that may

be tound 1n, and produced, or otherwise obtained and saved from the

Area under this A greement, and all substances that may be extracted

there [Tom.

"Liquid Crude O11" or "Crude O1l" or "O1l" mcans any hydrocarbon

produced from the Area which 1s 1n a hquid state at the wellhead or

lease separalors or which 1s exitracled [rom the Gas or casing head
gas in a plant. Such liquid state shall exist at sixty dcgrees Fahrenheit

(60° F) and atmospheric pressure of 14.65 PSIA. Such term includes

distllate and condensale.

"Gas" means natural Gas both associaled and non-associated, and
all of 1ts constituent clements produced from any well 1n the Arca
(other than Liquid Crude Onl) and all non-hvdrocarbon substances
therein. Said term shall include residual gas, thal Gas remaining aller

recmoval of LPG.
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(LPG) means Liquehed Pelroleum Gas, which1sa mixture principally

of butanc and propanc liqucticd by pressure and temperature.,

A "Barrel" shall consist of torty-two (42) United States gallons,

liquid measure, correcled Lo a lemperature ol s1xty degrees Fahrenheilt
(60" F) at atmospheric pressure of 14.65 PSIA.

"Commercial Discovery” has the meaning as set {orth in Article I ( ¢ ).

(1) "Commercial O1l Well" means the first well on any geological

(2)

teature which after testing for a period of not more than
thirty (30) consecutive days where pracuical, bul 1in any event
in accordance with sound and accepted Petrolcum industry
production practices, and verthed by EGPC, 1s found to be
capable of producing al the average rale ol nol less than two
thousand (2000) Barrels of Oil per day (BOPD). The date of
discovery ol a "Commercial O1l Well" 1s the dale on which such

well 18 tested and completed according to the above.

"Commercial Gas Well" means the first well on any geological
feature which after testing for a pertod of not more than thirty (30)
conseculive days where pracucal, but in any event 1n accordance
with sound and accepted Petroleum industry production practices
and verified by EGPC, 15 [ound (o be capable ol producing al the
avcrage ratc of not I¢ss than fifteen million (15,000,000) standard
cubic feet of Gas per day (MMSCED). The date of discovery of a
"Commercial Gas Well" 1s the dale on which such well 15 tested

and complcted according to the above,

"A.R.E." means ARAB REPUBLIC OF EGYPT.
"Etfective Date” mceans the date on which the text of this Agreement
1s signed by the GOVERNMENT, EGPC and CONTRACTOR, after

the relevant Law 18 18sued.
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(I) (1) "Year" means a pennod ol twelve (12) months according Lo the

Gregoran Calendar.

(2) "Calendar Year" means a period ol twelve (12) months according (o

the Gregorian Calendar being 1*' January to 31*" December.

(m) (1)

"Financial Year" means the GOVERNMENT s financial vear

according to the laws and regulations ol the A.R.E..

(2) "Tax Ycar" mcans thc period of twelve (12) months according to the

laws and rcgulations ot the A.R.E. .

(n) "CONTRACTOR" could bc onc company or more (cach company to

beindividuallyreterredtoasa” Contractor Member™). Unless modified
in accordance with Article XXI herein, CONTRACTOR undcr this
Agrcement shall mecan APACHE KHALDA CORPORATION LDC.

(0) An "Atfihated Company" means a company:

(1)

(11)

(iii)

of which the share capital, conferring a majority of votes at

stockholders™ meetings of such company, 1s owned directly or

indirectly by a party hereto; or
which 1s the owner directly or indirectly ot share capital |
conferring a majority of votes at stockholders” meetings of a
party hereto; or

ot which the share capital conterring a majority ot votes at
stockholder’s meetings of such company and the share capital
conferring a majority ot votes at stockholders™ meetings of
a party hereto are owned directly or indirectly by the same
company.

For the avordance ol doubt, 1I CONTRACTOR 1s comprised
ol more than one company, Alfihiated Company shall mean an
Alfihated Company of a CONTRACTOR Member.

(p) "Exploration Block" shall mean an area, the corner points ol which

have o be coincident with three (3)minules by three (3) minules

latitude and longitude divisions, according to the International Gnd

System where possible or with the cexisting boundarics of the Arca

covered by this Concession Agreement as sct out iIn Anncx "A",
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"Development Block” shall mean an area, the corner points ol which
have (o be comncident with one ( 1 ) minute by one ( 1 ) minute
latitude and longitude divisions, according to the Intcrnational Grid
System where possible or with the cxisting boundaries of the Arca
covered by this Concession Agreement as set out in Annex "A".

"Development Lease(s)" shall mean the Development Block or
Blocks covering Lthe geological structure capable ol production, the
comer points of which have to be coincident with one (1) minute
by onc (1) minute latitude and longitude divisions according to
the Intcrnational Grid System where possible or with the cxisting
boundaries ot the Area covered by this Concession A greement as

set out in Annex "A".

"Agreement” shall mean this Concession Agreement and 1ls.

Annexes.

"Gas Sales Agreement” shall mean a written agreement between EGPC

and CONTRACTOR (as sellers) and EGPC or The Egyplian Natural

Gas Holding Company "EGAS" or a mutually agreed third party (as
buvcr), which contains the terms and conditions for Gas sales from a
Development Lease entered to pursuant to Article VII (e).

"Standard Cubic Foot" (SCF) 15 the amount of Gas necessary to fill
one (1) cubic [oot ol space al atmospheric pressure ol 14.65 PSIA al

a base lemperature ol sixly degrees Fahrenheitl (60°F).

(v) "EGAS" mcans thc Egvptian Natural Gas Holding Company a lcgal

cntity crcatcd by the Prime Minister Decree No. 1009 of 2001 as

amended and according to law No. 203 of 1991 as amended.
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"Developmenl Plan" means a plan which on high level basis and
covering onc (1) vear or morc , scts out the strategic framework for
the etficient explotation ot the reserves i the Area and describes
the selected development concepl required to deliver hile ol field
production profilcs uscd to support the requirecments of domestic
and external markets ot O1l , Gas and condensate . The Development
Plan outlines the activitics to be conducted during the phascs of
Development and Exploration within Development Lease Blocks.
"Development Work Program" means those planed physical
multi-disciplinary activitics (including but not limited to drilling,
engineering, projects, subsurtace) required to be undertaken within
a Financial Year to deliver the Producton upon the agreed date.
"BTU" British Thermal Unit means the amount of energy required
Lo raise the lemperature of one (1) pound of pure water by one (1°F)

dcgree Fahrenheit from sixty degrees Fahrenheit (60° F) to sixty one

degrees Fahrenheit (61° F) at a constant pressure of 14.65 PSIA.

I. "Commercial Production” means Petroleum produced and saved

for regular shipment ol Crude O1l or regular Gas delivenes,
"Commercial Production Commencement Date" means the date
on which the first regular shipments ol Crude O1l or first regular
dcliveries of Gas arc madc.,
ARTICLE II
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the Arca covered and affected by this

Agreemenl, hereinalter relerred 1o as the "Area”.

Annex "B" isaprovisional illustrative map on the scalc of approximatcly

1: 600,000 mdicating the Area covered and attected by this

Agreemenl and described in Annex "A".
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"C-1" is the [form of a Lelter of Guarantly o be submitled by

CONTRACTOR to EGPC al least one (1) day belore the time
of signalure by the Minister ol Pelroleum of this Agreement,
[or the sum of seven million U.S. Dollars ($ 7,000,000 ),
guaranleeing the execution ol CONTRACTOR’s minimum

Exploration obligations hereunder [or the in1tial three (3) year

Exploration penod. In case CONTRACTOR extends the imtial

Exploration Penod [or two (2) additional successive periods |

hoth ol two (2) years respecltively, 1n accordance with Article

[II (b) ol this Agreement, similar two (2) Lellers ol Guaranty
shall be 1ssued and be submitlied by CONTRACTOR on Lhe
day the CONTRACTOR exercises 1ls opltion o extlend. The

first (1%Y Letter of Guaranty shall be [or the sum of two million
five hundred thousand U.S. Dollars ($ 2,500,000), the second
(2" Letter of Guaranty shall also be for the sum ol two
million five hundred thousand U.S. Dollars ($ 2,500,000), less

in these inslances any excess expenditures ol the preceding

Exploration period permitted for carry torward 1in accordance
with Article IV (b) third paragraph of this Agreement. In
case of any Shortfall (the ditterence between the amount of
CONTRACTOR’s financial obligation of any Exploration
periad minus the total amount approved by EGPC tor the same

concerned obligation period), plus any carry torward approved

by EGPC tfrom the previous period, 1t any , EGPC shall notity
CONTRACTOR 1n writing by the value of such shortfall .

Within fitteen (15) days from the date of this notification,
CONTRACTOR shall transter the amount of the shortfall to
EGPC’s account and 1t CONTRACTOR did not transfer

this shorttall within the mentioned fitteen (15) days,
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EGPC has the nght to iquidate the concerned letler ol Guaranty

up to the amount of the shortfall. Each of the three (3) Letters

of Guaranty shall remain ctfective tor six (6) months after the

end ol the Explorauon perniod [or which 1t has been 1ssued

except as 1t may be released prior to that time 1n accordance

with the terms thercof.,

The letters of Guaranty mentoned above shall be reduced

quarterly by Exploration Expenditures mcurred and paid by
CONTRACTOR on opcrations and approved by EGPC for the
concerned Exploration pernod.

The CONTRACTOR has the right to submit a Production

letter of Guaranty in the fo

rm specificd in Anncx (C-2) or a

letter entitles EGPC to solidify from the CONTRACTORS

dues an amount equal o the financial commitment ol the then

current phase.

Annex "D" is the form of a Charter

of the Opcrating Company to be

[ormed as provided [or in Article VI hereol.

Annex "E" is the Accounting Procedure.

Annex "F" is a current map of the National Gas Pipeline Grid Syslem
established by the GOVERNMENT.
The point of delivery tor Gas shall be agreed upon by EGPC
and CONTRACTOR under a Gas Sales Agreemenl, which

point of delivery shall be

located at the flange connecting

the Development Leasce Pipeline to the ncarcest point on the

National Gas Pipcline Grid System as depicted in Annex "F"

SGPC and CONTRACTOR.

or as olherwise agreed by .

Annexes "A", "B", "C-1", "C-2", "D""E" and "F" to this Agreement are

hereby madce part hercof, and they shall be considered as having cqual

torce and effect with the provisions of

this Agreement.
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ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject

to the terms, covenants and conditions sct out in this Agreement, which

insofar as they arc contrary to or inconsistent with any provisions of Law

No. 66 o] 1953, as amended, shall have the [orce of Law, an exclusive

concession 1n and o the Area described in Annexes "A" and "B".

(a) The GOVERNMENT shall own and be entitled, as heremafter

provided, to a royalty i cash or i kind of ten percent (10%) ot
the total quantity of Petrolcum produced and saved trom the Arca
during thc Development period including rencwal.  Said rovalty
shall be borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The paymenl ol royalues by EGPC shall nol be
deemed to result 1n income attributable to the CONTRACTOR.
In case CONTRACTOR dispose all or part ot 1ts share ot Production
Sharing Gags and Exccss Cost Recovery Gas, 1t any, by himsclt to local
markct and attcr obtaining the compcetent authoritics™ approval 1n
A.R.E., CONTRACTOR shall pay to EGPC an amount equal 1o the
royally enlitled to The GOVERNMENT 1n respect ol such Gas, the
payment of such rovalties bv CONTRACTOR shall be deemed to be
non-recoverable cost.

(b) An mual Explorauon period ol three (3) vears shall start l[rom
the Ellecuive Dale. Two (2) successive extlensions Lo the miual
Exploration period, both of two (2) years respectively, shall be
granted to CONTRACTOR at 1ts option, upon not less than thirty
(30) days prior writtcn notice to EGPC, such notice to be given not
latcr than the end of the then current Exploration period, in casc 1t 1s
exlended pursuant Lo the provisions ol Arlicle V (a), and subject only

lo 118 having lulfilled 1ts obligations hereunder lor that period. This
A greement shall be terminated 1t neither a Commercial O1l Discovery
nor a Commercial Gas Discovery 15 established by the end of the
scventh (7%) year of the Exploration period, in case it is extended
pursuant to Article V (a). T he clection by EGPC to undertake a sole risk
venlure under paragraph (c) shall not extend the Exploration penod
nor allect the termination of this Agreement as (o CONTRACTOR.
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Commercial Discovery:

(1)

(11)

A Commercial Discovery - whether of O1l or Gas - may consist
of onc producing reservolr or a group of producing rescrvolrs
which 18 worthy of bcing devcloped commercially. After
discovery ol a Commercial O1l or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of 1ts Exploration program the appraisal of the discovery by
drilling onc or morc appraisal wclls, to determine whether such
discoverv 1s worthy of being developed commercially, taking into
consideration the recoverable reserves, production, pipeline and
terminal facilities required, esttimated Petroleum prices, and all
other relevant technical and economic tactors.

The provisions laid down hercin postulatc the unity and
indivisibility ol the concepts ol Commercial Discovery and
Development Lease. They shall apply uniformly to O1l and Gas
unless otherwise specified.

(111) CONTRACTOR shall give notice of a Commercial Discovery

to EGPC immcdiately atter the discovery 1s considered by
CONTRACTOR (o be worthy of commercial development bul
in any evenl with respect lo a Commercial O1l Well not later than
thirty (30) days tollowing the completion ot the second appraisal
well or twelve (12) months lollowing the date ol the discovery
ol the Commercial Ol Well, whichever 1s earlier or with respect
to a Commercial Gas Well not later than twenty tour (24) months
tollowing the date ot the discovery of the Commercial Gas Well
(unlcss EGPC agreces that such period may be extended) exeept
that CONTRACTOR shall also have the night to give such notice
ol Commercial Discovery wilh respecl 0 any reservoir or
reservolrs even 1t the well or wells thereon are not "Commercial”
within the definition of "Commercial Well® if, 1n 1ts opinion, a
rescrvolr or a group of rescrvoirs, considered collectively, could
be worlhy ol commercial development.

It 18 understood that, any Crude Oil produced from an under-testing
well 1n the Area belore 1L 18 converled Lo a Development Lease, either
considered Commercial or non-Commercial Well, and not used 1n
Petroleum operations, 1s 100% owned by EGPC and not subject to
Article VII.
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CONTRACTOR may also give a notice ol a Commercial Oil
Discovery 1n the cvent it wishes to undertake a Gas Recveling
Project.

A notice of Commecrcial Gas Discovery shall contain all detailed
particulars ol the discovery and especially the area ol Gas reserves,
the cstimatced production potential and profile and ficld lifce.
Within sixty (60) days lTollowing receipt ol a notuice ol a
Commercial Ol or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropnale data with a view (o mutually

agreeing upon the existence ot a Commercial Discovery. The

date of Commercial Discovery shall be the date EGPC and
CONTRACTOR jointly agree i writing that a Commercial
Discovery cxists.

(v) It Crude O1l or Gas 1s discovered but 1s not deemed by

CONTRACTOR to be a Commoercial O1l / Gas Discovery undcer
the above provisions of this paragraph (c), or one (1) month
after the expiration of the period speciticd above within which
CONTRACTOR can give notice of a Commercial Oil/ Gas
Discovery, or thirtcen (13) months after the complction of a
well nol considered by CONTRACTOR o be a "Commeraial
O1l Well" or alter the expiration ol twenly five (23) months aller
the completion of a well not considered by CONTRACTOR to be
a "Commercial Gas Well", EGPC shall have the nght, [ollowing
sixty (6()) days notice 1n writing to CONTRACTOR, at 1ts sole
cost, risk and cxpense, to develop, produce and disposc of all
Crude O1l or Gas trom the geological feature on which the well
has been drilled. Said notice shall state the specitic arca covering
said geological feature to be developed, the wells to be drilled,
the production tacilitics to be installed and EGPC’s cstimated
cost thereot. Within thirty (3Q)) days after receipt of said notice
CONTRACTOR may, 1n writing, clect to develop such arca as
provided [or 1mn the case ol Commercial Discovery hereunder. In
such cvent all terms of this Agreement shall continue to apply to
lhe specified area.
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[ CONTRACTOR elects nol to develop such area, the specific
area covering said geological teature shall be set aside forsole
rnsk operations by EGPC, such area to be mutually agreed upon
by EGPC and CONTRACTOR on thec basis of good Pctrolcum
industry practice. EGPC shall be entitled to pertorm or 1n the cvent
Operaing Company has come nto existence, o have Operaling
Company perlorm such operations [or the account of EGPC and alt
EGPC’s sole cost, risk and expense or by any other means deemed
to be approprate by EGPC for developing such discovery. When
EGPC has recovered from the Crude O1l / Gas produced from such
gpecific arca a quantity of Crude Oil/Gas cqual 1n valuc to three
hundred percent (300 %) ol the cost 1l has incurred 1n carrving
oul the sole nsk operations. CONTRACTOR can have the oplion,
only in the event of EGPC’s approval or in case there has been

a separate Commercial O1l / Gas Discovery, elsewhere within
thc Arca, to sharc in further development and production of that
specific arca upon paying EGPC onc hundred percent (100%) of
such costs incurred by EGPC.

Such one hundred percent (100%) payment shall not be recovered
by CONTRACTOR. Immediately tollowing such payment the
specific arca shall cither (1) revert to  the status of an ordinary
Development Lease under this Agreement and therealler shall be
operaled 1n accordance with the lerms hereol; or (11) allernatuvely,
in the event that at such time EGPC or its Athhated Company 1s
conducting Development operations 1n the area at 1ts sole expense
and EGPC clects to continuc opcerating, the arca shall remain sct
astdc and CONTRACTOR shall only be cntitled to 1ts production
sharing percentages ol the Crude O1l / Gas as specified in Arlcle
VII (b). The sole risk Crude O1l/Gas shall be valued 1n the manner
provided 1 Article VII (¢). In the event of any termimation ot this
Agreement under the provisions ot Article 111 (b), this A greement
shall, howcver, continuc to apply to EGPC’s opcerations of any
sole risk venture hercunder, although such Agreement shall have
been lerminatled with respect o CONTRACTOR pursuant 1o the
provisions ol Artcle III (b).
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Conversion to a Development Lease:

Followimg a Commercial Oil Discovery or a Commercial Gas
Discovery and atter submitting a Development Plan, the extentof the
wholc arca capablc of production to be covered by a Development
Lcasc shall be mutually agreed upon by EGPC and CONTRACTOR
and be subject 1o the approval ol the Minister ol Petroleum. Such
area shall be converled aulomatically mto a Developmenl Lease
without the 1ssue of any additional legal instrument or permission.
In case CONTRACTOR did not tulfill 1ts commitment to submit
the O1l / Gas Development Lease documentations to EGPC, 1n
order to 1ssuc the Development Lease related to that discovery,
wilhin one (1) year Irom the date EGPC and CONTRACTOR agree
in wriling that a Commercial Discovery exists, CONTRACTOR
shall be considered assignor without charge for the area dedicated
for 1ssuing such Development Lease. EGPC shall have the night
to develop, produce and disposc all the Petrolcum produced trom
such assigned arca in the manncr it decems appropriate without any

[urther legal procedures , the CONTRACTOR shall have no nght
relaled (o the production and has no night 1o have recourse against

EGPC for compensation or expenditures or cOsts.

(11) Following thc conversion of an arca to a Dcvelopment Lcase

based on a Commercial Gas Discovery {(or upon lhe discovery
ol Gas 1n a Development Lease granted [ollowing a Commercial
Onl Discovery), EGPC and CONTRACTOR shall endeavor with
diligence to tind adequate markets capable of absorbing the
production of Gas and with rcspect to the local markets, EGPC
shall advisc CONTRACTOR of the potential outlets for such Gas
and the expecled annual schedule ol demand. Therealtler, EGPC
and CONTRACTOR shall meel wilh a view o assessing whether
the outlets for such Gas and other relevant factors warrant the
Development and production of the Gas and 1n case of agreement,
the Gas thus madc available shall be disposcd of to EGPC or EGAS
under a long-term Gas Salcs Agreement 1n accordance with and
subject to the conditions sel [orth in Arucle VII.
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(111) The Development penod ol each Development Lease shall be as [ollows:

(aa)

(bb)

In respect ol a Commercial Oil Discovery, twenly (20) years
from the date ol the Minister’s ol Petroleum approval ol the
Development Lease plus the Exlension Period (as defined below)
provided that, in the eventl that, subsequent o the conversion ol
a Commercial O1l Discovery 1mnlo a Development Lease, Gas 18
discovered in the same Developmenl Lease and 18 used or 1s

capable of being used locally or [or exporl hereunder, Lthe pernod

ol the Developmenl Lease shall be exlended only with respect Lo
such Gas, LPG extracled [rom such Gas , and Crude Oil 1n the

form ol condensate produced with such Gas [or (twenly (20) years

[rom the dalte ol the first delivenes ol Gas locally or lor export plus

lhe Exlension Penod (as defined below) provided thatl the duration

ol such Development Lease based on a Commercial O1l Discovery

may not be extended bevond thirty (30) years [rom the date of the . .

Minister’s ol Pelroleum approval ol the O1l Development Lease. |
CONTRACTOR shall immediately nouly EGPC ol any Gas

Discovery but shall not be required to apply tor anew Development

Lease 1n respect ot such Gas.

n respect of a Commercial Gas Discovery, twenty (20)) years from
the date of the Mimister’s of Petroleum approval of the Development
Lease plus the Extension Period (as defined below) provided that,
if subsequent to the conversion of a Commercial Gas Discovery
into a Development Lease, Crude Oil 1s discovered 1n the same
Development Lease, CONTRACTOR’s share of such Crude Oil
from the Development Lease (except LPG extracted from Gas
or Crude O1l 1n the form of condensate produced with Gas) and
(Gas associated with such Crude O1l shall revert entirely to EGPC
upon the lapse of twenty (20)) years from the discovery date of

such Crude Oil plus the Extension Period (as defined below).
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Nolwilhstanding, anylhing to the contrary under this Agreement,
thc duration of Development Lease based on a Commercial Gas
Discovery shall 1n no case exceed thirty (30) vears [rom Lhe date ol
thc Minister’s of Petrolcum approval of the Gas Development Leasc.
CONTRACTOR shall immediately nouly EGPC ol any Oil Discovery
but shall not be required to apply for a new Development Leasce in
respecl ol such Crude Qul.

The "Extension Period” shall mean a period of five (5) vears which
may be elecled by CONTRACTOR upon six (6) months wrillen
request sent by CONTRACTOR to EGPC prior to the expiry of the
relevant (wenty (20) vear period supplemented by a Development Plan

including technical studies, evaluation of production, expected levels
of production during Extension period, CONTRACTOR s obligations
and relevant economic consideration. This Extension period 15 subject
to the approval of EGPC and the Minister of Petroleum.
Development operations shall upon the 1ssuance of a Development
Lcasc granted following a Commercial O1l  Discovery, be started
promptly by Operating Company and be conducted 1n accordance with
good oil ficld practices and accepted petrolcum enginecring principlcs,
untl the field 1s considered o be [ully developed. It bemg understood
that 1f associaled Gas 15 not uihized, EGPC and CONTRACTOR shall
negotiate in good faith on the best way to avold impairing the production
in Lhe 1nlerests ol the parties. In case CONTRACTOR , through the
Operating Company, did not fulfll lis obligations regarding the
cxccution of the Development Plan and did not start producing Crudc
Oil, 11 commercial regular shipments, within four (4) years from
thc Dcvclopment Leasc approval date, CONTRACTOR shall bc
considered assignor without charge for the Development Lease and for
all 1ts rights, privileges related to such arca , EGPC shall have the right
to develop, produce, and dispose all Crude Oil produced from such
assigncd arca by any mcans decms to be appropriate without any further
legal procedures, and CONTRACTOR shall have no nght related o the
production and shall have no right to have recoursc against EGPC for
any compensalion, expendilures or cosls.
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In the event no Commercial deliveries ol Gas in accordance with the
mentioned Gas Sales Agreement/scheme within [our (4) vears [tom
the approval datc of the Development Leasc, CONTRACTOR shall
be considered assignor without charge for the Development Lease
and for all its rights, privileges, related to such area , EGPC shall
have the nght o develop, produce, and dispose all Gas produced itom
such assigncd arca by any mcans dcems to be appropriatc without

any further Iegal proccdurcs, and CONTRACTOR shall have no right
related to the production and shall have no right to have recourse

against EGPC [or any compensation, expenditlures or cosls.

[n the evenl no Commercial Production ol Oil in regular shipments or
Gas dcliverics trom any Development Block in the Development Lease
within four (4) vears trom the date of commencement ot Commercial
Production tor il or from the date of first deliveries of Gas locally
or [or exporl 1n such Developmenlt Lease, such Development Block
shall immediately be relinquished, unless there 18 a Commercial Oil
Discovery on the Development Leasce based on Gas or a Commercial
Gas Discovery on the Development Lease based on Oil. Each Block in
a Development Lease being partly within the radius of drainage ol any
producing well shall be considered as participating in the Commercial
Production relerred (o above.

Every four (4) vears EGPC shall review the Development Blocks of Oil
Dcvelopment Leascs trom the date of commencement of Commercial
Production and/or Gas from the date ot the first regular Gas deliveries
locally or [or export, lor immediate relinquish [or any non-producing

block or any block that does not parlicipate 1n producton (unless
othcrwisc agreed by EGPC ).

In case the production has stopped trom any well, and the reproduction
hasn’t started within a period ot maximum one (1) year trom the date
ol such stop, a revision lor the Developmenl Lease blocks will take
place 1in order to relinquish the Development Blocks not producing or
not contributing to production trom such well (unlcss EGPC agrees to
extend such period).
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Development operations 1n respect ol Gas and Crude Oil in  the [orm
of condcnsate or LPG to be produced with or ¢xtracted from such Gas
shall, upon the signature of a Gas Sales A greement or commencement
of a schemce to disposc of the Gas, whether tor export as reterred 1o 1n
Article VII or otherwise, be started promptly by Operating Company
and be conducted 1n accordance with good Gas ficld practices and
accepted Petroleum engineering principles and the provisions of
such agrcement or scheme. In the cvent no Commercial Production
ot Gas 1s established 1n accordance with such Gas Sales A greement
or scheme, the Development Lease relating to such Gas shall be
relinquished, unless otherwise agreed upon by EGPC.

If, upon application by CONTRACTOR 1t 1s recognized by EGPC
that Crude Onl or Gas 1s being drained tfrom the Exploration Block
under this Agrcement into a Development Block on an adjoining
concession area held by CONTRACTOR, the Block being drained
shall be considered as parucipating in the Commercial Production ol
the Development Block in question and the Block being drained shall
be converled 1nto a Development Lease wilh the ensuing allocation
of costs and production (calculated trom the Eftective Date or the
dale such drainage occurs, whichever 1s laler) between the lwo
Concession Areas. The allocation of such costs and production under
ceach Concession Agreement shall be i the same portion that the
rccoverable reserves 1n the drained geological structure underlying
cach Concession Area bears to the total recoverable reserves of such
structurc undcrlving both Concession Arcas. The production allocated
to a concession area shall be priced according to the concession
agreemenl covering thal concession area.

In case of failure by the CONTRACTOR 1n this Agreement and the
contractor 1 adjoiming concession area o agree on the allocation of
costs and/or production tor such separate Development Leases under
cach concession area, such disagreement shall be resolved by expert
determination, the expert to be agreed upon by the two contractors.
EGPC shall have the nght to interlere and induce the contractors to [ully
cooperate and resolve the drainage matter i expedient manner as per
the expert decision, such that neither contractor shall be unjustifiably
enriched. The cost of the expert shall in no event be recovered.
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CONTRACTOR shall bear and pav all the cosls and expenses
required 1n carrving out all the operations under this Agreement but

such costs and expenses shall not include any interest on investment.
CONTRACTOR shall look only to the Petrolcum to which it 1s
cntitled under this Agreement to recover such costs and expenscs.
Such cosls and expenses shall be recoverable as provided 1n Article

VII. Duning the term ol this Agreement and its renewal, the lotal
production achieved 1n the conduct of such operations shall be
divided between EGPC and CONTRACTOR 1n accordance with the
provisions of Article VII.

(g) (1) Unless otherwise provided, CONTRACTOR shall be subjcct to

Egyplian income lax laws and shall comply with the requirements
ol such laws with respecl (o the filing ol returns, the assessment ol
tax, and keeping and showing of books and records.
CONTRACTOR shall be hable to prepare the tax return, that
only the tax authority shall be cntitled to audit. CONTRACTOR
shall submit the tax return to EGPC twenty five (25) days prior
o the due date of submiling thereol 1o the tax authonty. EGPC
shall have the right (o review Lhe lax retum 1n order o accepl Lhe
tax calculation theremn. EGPC shall provide comments on such-
rcturn within fiftcen (15) days of the datc of receiving the tax
return [rom CONTRACTOR. In any case CONTRACTOR shall
be responsible [or submiting the tax retumn (o the tax authorty
within the due date.

(3) CONTRACTOR’s annual income lor Egyplian mmcome lax purposes

under this A greement shall be an amount calculated as follows:

The total of the sums reccived by CONTRACTOR from the sale
or other disposition of all Petrolcum acquired by CONTRACTOR
pursuant to Article VII (a) and (b);

Reduced by:

(1) The costs and expenses ol CONTRACTOR;

( 1 ) The value as delermined according (o Arucle VII (¢), ol
EGPC’s share ol the Excess Cosl Recovery Petroleum repaid
to EGPC 1n cash or in kind, it any,
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Plus:
Anamount cqual to CONTRACTOR's Egyptian income taxcs grosscd
up 1n the manner shown 1n Article VI of Annex "E".
For purposes of above tax deductions in any Tax Year, Article VII
(a) shall apply only 1n respect of classification of costs and cxpcnscs
and rales ol amortization, without regard to the percentage limilation
referred to n the first paragraph of Article VII (a) (1). All costs and
expenses of CONTRACTOR i1n conducung the operations under
this Agreement which are not controlled by Article VII (a) as above
qualificd shall be deductible 1n accordance with the provisions of the
Egyplian Income Tax Law.

(4) EGPC shall assume, pay and discharge, in the name and on behalt
of CONTRACTOR, CONTRACTOR’s Egyptian income tax out of
EGPC’s share of the Petroleum produced and saved and not used n

opcrations under Article VII.  All taxes paid by EGPC 1n the name

and on behall of CONTRACTOR shall be considered income o -

CONTRACTOR. |
In casc CONTRACTOR disposc all or part of its share of Production

sharing Gas and Excess Cost Recovery Gas, if any, by itself to local

markel and aller oblaining the compelent authoriies’ approval in
AR.E., CONTRACTOR shall bear and pay to EGPC an amount
cquals to the CONTRACTOR’s Egyptian incomc tax in rcspect of
such Gas, the payment of such tax by CONTRACTOR shall neither
be considered as income nor as recoverable cost to CONTRACTOR.
(5) EGPC shall furnish to CONTRACTOR thc proper official receipts
evidencing the payment of CONTRACTOR’s Egyptian imcome tax

for cach Tax Ycar within nincty (90) davs following the receipt by
EGPC ol CONTRACTOR’s tax declaration lor the preceding Tax
Year. Such receipts shall be i1ssued by the proper Tax Authorities
and shall statc the amount and other particulars customary tor such

recelpls.
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(6) Asused herein, Egyptian Income Tax shall be inclusive ol all income

(7)

(@)

(b)

taxcs pavable in the A.R.E. (including tax on tax) such as the tax on
income from movable capital and the tax on profits from commerce
and 1ndustry and inclusive of taxcs bascd on incomc or profits

including all dividends, withholding with respect to shareholders

and other taxes 1mposcd by the GOVERNMENT of A.R.E. on
the distribution of income or protits by CONTRACTOR.

In calculating 1ts A.R.E. income laxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR’s Egypuan income laxes paid by EGPC on
CONTRACTOR’s behalf.
ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence Exploration opcrations hercundcer
not later than six (6) months atter the Eftective Date. EGPC shall
make available [or CONTRACTOR’s use all seismic, wells and

other Exploration data mm EGPC’s possession with respect to the

Area as EGPC 1s enlitled 1o so do.

Theinitial Exploration periodshallbethree (3) years. CONTRACTOR

may exlend this Exploration pennod [or two (2) successive exlension

periods both of two (2) vears respectively, in accordance with Article

I1I (b), upon at least thirty (30) days prior wnilen notice (0 EGPC,
subject to 1ts cxpenditure of its minimum Exploration obligations
and ol 1ts [ulfillment ol the dnlling obligatons hereunder, [or the

then current Exploration period.
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CONTRACTOR shall spend a mimmum ol seven milhon U.S.
Dollars ($ 7.000,000) on Exploration operations and activities related
thereto during the nitial three (3) year Exploration period; provided
that CONTRACTOR shall acquire Geological and Geophysical
studies and drill two (2) wells. For the first (1™ two (2) yvear
cxtension period that CONTRACTOR clects to extend beyond the
initial Exploration period, CONTRACTOR shall spend a minimum
of two million five hundred thousand U.S. Dollars ($ 2,500,000 )
and shall drill one (1) well. Dunng the second (Z"d) extension perod
that CONTRACTOR cleccts to cxtend beyond the first (1*Y cxtension
period, CONTRACTOR shall also spend a mimimum ol two million
five hundred thousand U.S. Dollars ($ 2,500,000 ) and shall drill one
(1) well.

Should CONTRACTOR spcend morce than the minimum amount
required o be expended or dnll more wells than the minimum
required to be dnlled during the nitial three (3) yvear Exploration
period, or during any period thercatter the ecxeess mayv be subtracted
from the mimimum amount ol money required o be expended by
CONTRACTOR or minumum number ol wells required to be dnlled
during any succeeding Exploration penod, as the case may be.
EGPC may approve CONTRACTOR’s request to cnter the
succeeding Exploration period in the event the CONTRACTOR
fail to fulfill anv of its tcchnical obligations of the then current
Exploration period subject to 1ts [ulfilment of the mimimum financial
obligations [or such period.

CONTRACTOR shall be allowed to enter the succeeding Exploration
pcriod, the technical obligation would be carried forward and
CONTRACTOR should submil a separale letler of guarantee with
the value of the technical obligation which shall be vahd tll the
cnd of the succceding Exploration period. Such letter of guarantee
cannot be reduced by any other expenscs that do not relate to the
obligation 1l guaranlees.

Such letter of guarantee shall not be returned except atter the
cxccution of the carried forward obligation. EGPC shall have the
right (o liquidate the letter ol guaranlee 1n case the carried [orward
obligation 18 not executed, sixty (60) days prior to the end ot the
succeeding Exploration pertod.
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In case CONTRACTOR surrenders 1ls Exploration nghts under this
Agreemenl as sel forth above belore or al the end ol the third (3™
year of the initial Exploration period, having cxpended less than the
total sum of seven million U.S. Dollars ($ 7,000,000 ) on Exploration
or in the event al the end of the third (3™ vear, CONTRACTOR
has cxpended less than said sum i1n the Arca, an amount cqual

to the difference between the said seven million U.S. Dollars

($7,000,000) and the amount aclually spent on Exploration shall be
paid by CONTRACTOR to EGPC at thc time¢ of surrendering or
within six (6) months trom the end ot the third (3“1) year of the
imnitial Exploraton period, as the case may be. Any expenditure
dcticicncy by CONTRACTOR at the end of any Extension period
tor the reasons above noted shall similarly result 1n a payment by
CONTRACTOR to EGPC of such dehciency, such deficiency shall
be unrecoverable. Provided this Agreement 1s stll i force as to

CONTRACTOR, CONTRACTOR shall bec cntitled to recover any

such payments as Exploration Expenditure 1in the manner provided

for under Article VII 1in the event of Commercial Production.
Withoul prejudice 1o Artcle III (b), in case no Commercial Ol
Discovery 18 ¢stablished or no notice of Commercial Gas Discovery
1s given by the end of the seventh (7™ year, as may be extended
pursuant to Article V (a) or in case CONTRACTOR surrenders the
Arca undcer this Agrcement prior to such time, EGPC shall not bear
any of the aforesaid expenses spent by CONTRACTOR.

(C) At least [our (4) months prior o the beginning of each Financial
Year or al such other times as may mutually be agreed to by EGPC
and CONTRACTOR, CONTRACTOR shall preparc an Exploration
Work Program and Budget for the Area setting torth the Exploration

operations which CONTRACTOR proposes Lo carry oul during the

cnsuing Ycar.
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The Exploration Work Program and Budgel shall be reviewed by a
joint committee to be established by EGPC and CONTRACTOR after
the Ellectuve Dale ol this Agreement. This Commiliee, hereinaller
referred to as the "Exploration Advisory Committee”, shall consist
of six (6) mcembers, three (3) of whom shall be appointed by EGPC
and three (3) by CONTRACTOR. The Chairman ol the Exploration
Advisory Committee shall be designated by EGPC trom among the
members appoinled by 1l.  The Exploration Advisory Commillee
shall review and give such advice as it deems appropriate with respect
to the proposcd Work Program and Budgcet. Following review by
the Exploration Advisory Commiliee, CONTRACTOR shall make
such revisions as CONTRACTOR deems appropnate and submit the

Exploration Work Program and Budgct to EGPC tor its approval.
Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially rcvisc or modify said
Work Program and Budgel nor reduce the approved budgeled

expenditure without the approval ot EGPC;

(i1) In the cvent of emergencies involving danger of loss of lives
or property, CONTRACTOR may expend such additional
unbudgetled amounts as may be required Lo alleviale such danger.
Such expenditure shall be considered 1n all aspects as Exploration
Expenditure and shall be recovered pursuant to the provisions of
Article VII hereol.

(d) CONTRACTOR shall advance all necessary tunds tor all matenals,

cquipment, supplics, personncl administration and opcrations

pursuant to the Exploration Work Program and Budget and EGPC
shall not be responsiblce to bear or repay any of the atoresaid costs.
(e) CONTRACTOR shall be responsible [or the preparation and

performance of the Exploration Work Program which shall be

implemented 1n a workmanlike manncr and consistent with good

industry praclices.
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Excepl as 1s appropnale [or the processing ol data, specialized
laboralory engineerning and development studies thereon, o be made
in spcelalized centers outside A R.E. subject to EGPC’s approval ,all
geological and geophysical studies as well ag any other studies related
to the performance of this A greement, shall be made 1n the A.R.E. .

CONTRACTOR shall entrust the management ol Exploration
opcrations in the A.R.E. to 1ts technically competent General Manager
and Dcputy General Manager. The names of such Manager and

Deputy General Manager shall, upon appomtment, be forthwith
nolified o the GOVERNMENT and o EGPC. The General Manager
and, 1n his absence, the Depuly General Manager shall be entrusted
by CONTRACTOR with sutficient powers to carry out immecdiately
all lawful written directions given to them by the GOVERNMENT
or 1ts representative under the terms of this Agreement. All lawful

regulations 1ssued or herealler 1o be 1ssued which are applicable
hercunder and not 1n conflict with this Agreement shall apply to
CONTRACTOR.

CONTRACTOR shall supply EGPC, within thirty (3(}) davs from the
end ol each calendar quarter, with a Statemenl ol Exploration activily

showing costs mncurred by CONTRACTOR during such quarter.

CONTRACTOR’s records and necessary supporling documents

shall be available for inspection by EGPC at anv time during rcgular

working hours for three (3) months from the datc of rceciving cach

statement.

Within the three (3) months [rom the dale ol receiving such Slalement,

EGPC shall advise CONTRACTOR 1n writing 1l 1t considers:

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

(2) that the costs of goods or services supplied are notin line with the
international market prices for goods or services ot similar quality
supplied on similar terms prevailing al the ume such goods or
scrvices were suppliced, provided howcever, that purchascs madce
and services perlormed within the A.R.E. shall be subject 1o
Article XXVI: or
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(3) that the condition of the malerials [urmished by CONTRACTOR
docs not tally with their prices; or

(4) Lhat the cosls incurred are not reasonably required [or operauons.
CONTRACTOR shall conter with EGPC in connection with the
problem thus presented, and the partics shall attempt to rcach a
seltlemenl which 1s mutually satislactory.

Any reimbursement due to EGPC out ot the Cost Recovery Petroleum as

a resull ol reaching agreemenl or ol an arbitral award shall be prompuy

made 1n cash to EGPC, plus simple interest at LIBOR plus two and halt
pereent (2.5 %) per annum from the datc on which the disputed amount(s)
would have been paid 10 EGPC according (o Article VII (a) (2) and Annex
"E" of this Agreement (1.e., the date of rendition of the relevant Cost
Rccovery Statcment) to the date of payment. The LIBOR rate applicable
shall be the average of the tigure or figures published by the Financial

Times representing the mid-point of the rates (bid and ask) applicable to

one month U.S. Dollars deposits 1in the London Inlerbank Eurocurrency
Market on each fifteenth (15™ day of each month occurring between the
datc on which the disputed amount(s) would have been paid to EGPC and
the date on which 1t 15 settled.

I[ the LIBOR rale is available on any fifteenth (15%) day but is not
published 1n the Financial Times 1n respect of such day tor any reason, the

LIBOR ratc chosen shall be that ottercd by Citibank N.A. to other Icading

banks 1n the London Interbank Eurocurrency Markel [or one month U.S.

Dollar deposits.

If such fiftecnth (15%) day is not a day on which LIBOR ratcs arc quoted
in the London Interbank Eurocurrency Market, the LLIBOR rate to be used
shall be that quoted on the next following day on which such rates arc
quoled.

It within the time hmit of the three (3) month period provided tor 1n this
paragraph, EGPC has not adviscd CONTRACTOR of its objcction to any

Stalement, such Stalement shall be considered as approved.
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(g) CONTRACTOR shall supply all [unds necessary [or 11s operalions

in the A.R.E. under this Agreement n freely convertible currency
from abroad. CONTRACTOR shall have the right to freely purchase
Egyplian currency in the amounts necessary [or 1ls operalions

in the A.R.E. trom EGPC or trom any bank authorized by the

GOVERNMENT to conduct forcign currcncy cxchanges. Priority
shall be given (0 EGPC 1o purchase the [oreign currencies [rom
CONTRACTOR at the same applicable rate and date as such
currcncics may be purchascd from the National Bank of Egypt.

(h) EGPC is authorized (o advance (0 CONTRACTOR the Egyplian

currency required for the operations under this Agreement against

rccerving from CONTRACTOR ancquivalentamount ot U.S. Dollars

at the official A.R.E. ratc of cxchange, such amount in U.S. Dollars

shall be deposited 1n an EGPC account abroad with a correspondent

bank of the National Bank of Egypt, Carro. Withdrawals from

said account shall be uscd for financing EGPC’s and its Affiliated

Companies’ [oreign currency requirements subject Lo Lhe approval
of the Minister of Petrolcum.
ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:
Al the end of the third (3'%) year alter the Effective Date hereolf,
CONTRACTOR shall relinquish to the GOVERNMENT a total of

twenty five perceent (25%) of the original Arca on the Effective date

not then converted to a Development Leasc or Leascs "Arca subject
lo relinquish”. Such relinquishment shall be 1n a single unit ol whole
Exploratton Blocks not converted to Development Leases unless

othcrwise agreed upon between EGPC and CONTRACTOR so as to

enable the relinquushment requirements Lo be precisely [ulfilled.
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Subject to the approval ol the Minmister ol Petroleum. Durnng the next
two (2) ycars Exploration pcriod, CONTRACTOR may rctain the
"Area subject to relinquish” mentioned above, CONTRACTOR shall
submit at lcast six (6) months pre-notification to EGPC, including
the additional activities to be undertaken (drilling one well, at least)
in lthe "Area subject 0 relinquish", dunng the nex( two (2) years
Exploration period that CONTRACTOR elects to extend beyond the
initial Exploration penod , provided thal CONTRACTOR shall submit
a statcment of costs and cxpenscs of such additional activitics, 1t 1s
understood that CONTRACTOR 1s commitled (o such financial and
tcchnical commitments in addition to the Exploration commitments
related to the second two (2) Exploration period according to Article
[V (b) of this Agrcement, provisions of Article IV of this Agreement
shall be apphied , CONTRACTOR shall submit a letter of guarantee
wilth an equal amount (o the costs ol such additional actuvities in the
form specified in Annex (¢) of this Agreement, and shall also pay an
unrecoverable bonus [or relaining "the Area subject (o relinquish”.
At the cend of the fitth (Sm) ycar after the Eftcective Date hercof,
CONTRACTOR shall relingush (© the GOVERNMENT an
additional twenty five pereent ( 25 %) of the original Arca on the
Ettective date not then converted to a Development Lease or Leases.
CONTRACTOR shall also relinquish the "Arca subjcct to relinquish”
rctaincd pursuant to the above mentioned paragraph, excluding the
area(s) converted to Development Lease/Leases. Such rehinquishment
shall be 1n a single unit of wholc Exploration Blocks not converted to
Development Leases unless otherwise agreed upon between EGPC
and CONTRACTOR so as lo enable the relinquishmenlt requirements
to be precisely tulfilled. CONTRACTOR may retain the above
menltioned additional (wenty five percenl (25%) area and/or Lhe
arca rctaincd during the previous Exploration period (first extension
penod), during the two (2) vear hird Exploration penod ( second
Extcnsion period)  that CONTRACTOR clects to extend beyond the
second Exploration period subject to the approval ot the Minister of
Pctrolcum and pursuant to the terms and conditions mentioned above,
Without prejudice to Articles Il and XXIII and the last three
paragraphs ol this Article V (a), al the end ol the seventlh (7{[1) vear
of the Exploration period, CONTRACTOR shall relinquish the
remainder ol the Area nol then converled (0 Development Leases.
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[t 18 understood that at the time ol any relinquishment the areas o be
converted nto Development Leases and which arc submutted to the

Minister of Petroleum tor his approval according to Article 111 {d) shall,

subject Lo such approval, be deemed converled to Development Leases.
CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks on which a Commercial O1l or Gas Well 1s discovered
betore the period of time rcferred to in Article III (¢)  given to
CONTRACTOR to determine whether such Well 1s a Commercial
Discovery worthy ol Developmenl or (o relinquish an Exploration

Block 1n respect of which a notice of Commercial Gas Discovery has

been given to EGPC subject to EGPC’s nght to agree on the existence
ol a Commercial Discovery pursuant to Article III {(¢), and without

prejudice to the requirements of Article I11 (e).

In the event al the end ol the imual Exploration penod or any ol the

successive cxtensions of the mnitial  Exploration period, a well 1s
actually drilling or testing, CONTRACTOR shall be allowed up to
s1X (6) months to enable 1t to discover a Commercial O1l or Gas Well
or Lo eslablish a Commercial Discovery, as the case may be. However,

any such extension of up to s1x (6) months shall reduce the length of

lhe next succeeding Exploration period, as applicable, by that amount.
(b) YOLUNTARY:

CONTRACTOR may, voluntarly, during any period relinquish all

or any parl of the Area in whole Explorauon Blocks or parls ol

Exploration Blocks provided that at the time of such voluntary

relinquishment 1ts Exploration obligations under Article IV (b) have
been satisticd for such period.
Any relinquishments hereunder shall be credited toward the mandatory

provisions ol Artcle V (a) above.
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Following Commercial Discovery, EGPC and CONTRACTOR shall
mulually agree upon any area lo be relinquished therealler, excepl
[or the relinquishment provided lor above al the end ol the total
Exploration pcriod.

Atthe time of relinquishment of all or any part of the Concession Arca,
CONTRACTOR shall undertake and be committed to restore the Area
as 1t was by the time CONTRACTOR had received 1t, by removing,
for example but not limited to , marine platforms , wells | pipelines
elc. , orin a condiion demanded by EGPC upon relinquishment .

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR may form

in the A.R.E. an operating company pursuant to Article VI (b) and
Annex "D" (heremnatter referred to as "Operating Company") which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval
ol the Minister ol Petroleum. Said company shall be privale seclor
company, 1n which EGPC and CONTRACTOR cach contribute
by fifty percent (50%). Operating Company shall be subject to the
laws and rcgulations in torce 1n the A.R.E. to the cxtent that such
laws and regulations are not inconsistent with the provisions of this
Agreement or the Charter of Opcerating Company.
However, Operating Company and CONTRACTOR shall, tor the
purpose of this Agreement, be exempted from the following laws
and regulations as now or herealler amended or substituted:

Law No. 48 of 1978, on lhe employee regulations ol public seclor

companies;

Law No. 159 of 1981, promulgating thc law on joint stock

companics, partncrship limited by sharcs and limited liability

companies;

Law No. 97 of 1983 promulgating the law concerning public

sector organizations and companies;

Law No. 203 ol 1991 promulgating the law on public business

seclor companies; and

Provisions of part 2 of Chapter 6 of Law No. 88 of 2003, organizing

dcalings in forcign currcneics.
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(b) The Charter of Operating Company is herelo allached as Annex

(c)

"D". Within ninety (90) days after the date of the Mimster’s of

Petroleum approval of a Development Lease tor Onl or Gas (unless
otherwise agreed upon by EGPC and CONTRACTOR), the Charter

shall take eftect and Operating Company shall automatically come

into cxistence without any further procedurcs. The Exploration
Advisory Committce shall be dissolved torthwith upon the coming
into cxistence of the Operating Company.

Nincty (90) davs after the date Opcerating Company comces 1nto
exislence 1n accordance with paragraph (b) above, 1t shall prepare a

Work Program and Budgel [or [urther Exploration and Development

[or the remainder ol the vear in which the Commercial Discovery
1s made; and nol laler than [four (4) months belore the end ol the
current Financial Year (or such other date as may be agreed upon
by EGPC and CONTRACTOR) and four (4) months preceding the
commencement ot each succeeding Financial Year thereafter (or such
other date as may be agreed upon by EGPC and CONTRACTOR),
Opcrating Company shall preparc an annual Production Schedule,
Work Program and Budgel [or lurther Exploration and Development
lor the succeeding Financial Year. The Producton Schedule, Work
Program and Budgel shall be submitted to the Board ol Directors
for approval.

(d) Not later than the twentieth (2()th) day of each month, Operating

Company shall turmish to CONTRACTOR a written estimate of
its total cash requirements for expenditure for the first halt and
the sccond half of the succeeding month expressed in U.S. Dollars
having rcgard to the approved Budgcet., Such cstimate shall take into
consideration any cash ¢xpected to be on hand at month cnd.

Payment tor the appropriatc period of such month shall be made
lo the correspondent bank designated in paragraph (e) below on
the first (1%Y day and fifteenth (:15&') day respeclively, or the next

lollowing business day, 1l such day 1s notl a business day.
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Operaing Company 1s authorized 0 keep al 1ls own disposal abroad
1n an account opened with a correspondent bank ol the National Bank
ol Egypl, Cairo, the loreign [unds advanced by CONTRACTOR.
Withdrawals from said account shall be used for payment tfor goods
and scrvices acquired abroad and for transferring to a local bank 1n
the A.R.E. the required amount to meet the expenditures in Egvptian
Pounds tfor Operating Company 1n connection with 1ts activities
under this A greement.

Within sixty (60) days alter the end ol each Financial Year,
Operaling Company shall submit Lo the appropnale exchange control
authoritics in the A.R.E. a statcment, duly certiticd by a recognized
firm of auditors, showing the tunds credited to that account, the
disbursements made out of that account and the balance outstanding
at the end of the Year.

[t and for as long during the period of production operations there
exisls an excess capacily in laciliies which cannol during the penod
ol such excess be used by the Operauing Company, EGPC shall
havc the right to usc the excess capacity if 1t so desires without any
financial or opcrational disadvantage to the CONTRACTOR or the
Opcrating Company.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost Recovery Petroleum:

Subject (o the audiing provisions under this Agreement,
CONTRACTOR shall recover quarterly all cosls, expenses and
expendilures 1n respectl ol all the Exploration, Development and
rclatcd operations undcer this A greement and which was approved
by EGPC to the cxtent and out of  twenty five percent (259%) of
all Petroleum produced and saved trom all Development Leases
within the Area hereunder and not used n Petroleum operations.
Such Petroleum 15 herematter reterred to as "Cost Recovery
Pelroleum".

For the purpose ol delermiming the classificaion ol all costs,
cxpenscs and expenditurcs for their recovery, the tollowing terms
shall apply:
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1. "Exploration Expendilures" shall mean all costs and expenses

lor Explorauon and the related portion ol mdirecl expenses and
overheads.

2. "Development Expenditures” shall mean all costs and expenses for
Development (with the exception of Operating Expenses) and the
related portion ol indirect expenses and overheads.

3. "Opcrating Expenscs" shall mecan all costs, cxpenses and
cxpenditurcs made after mnitial Commercial Production, which
costs, expenses and expenditures are not normally depreciable.
However, Operating Expenses shall include work over, repair and
maintenance ol assels bul shall not include any ol the [ollowing:
sidctracking, rc-drilling and changing of the status of a wecll,
permanent abandonment of a well, replacement of assets or part ot
an asset, additions, improvements, renewals or major overhauling.

Explorauon Expenditures, Development Expenditures and
Opcrating Expenscs shall be recovered from Cost Recovery
Pctrolcum in the tollowing manncr:-

(1) "Exploration Expenditures", including those accumulated prior o

the commencement of initial Commercial Production, which [or
the purposes of this Agreement shall mean the date on which the
first regular shipment ol Crude O1l or the first delivenes ol Gas are
madc, shall be recoverable at the rate of twenty five pereent ( 25 %)
pcr annum starting cither in the Tax Ycar in which such cxpenditurcs
are mcurred and paid or the Tax Year in which inittal Commercial
Production commences, whichever i1s the later dale.

(11) "Development Expenditures", including those accumulaled prior to
thc commencement of initital Commoercial Production which for the
purposes of this Agreement shall mean the date on which the first
regular shipment of Crude Oil or the first deliveries of Gas are made,
shall be recoverable al the rate ol lwenty five percent ( 25 %) per
annum starting cither 1n the Tax Ycar in which such cxpenditurcs
arc 1ncurrcd and paid or the Tax Ycar in which inittal Commercial
Production commences, whichever 15 the later date.
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(111) "Operating Expenses”, incurred and paid aller the date of iniltial
Commocrcial Production, which tor the purposcs of this A greement
shall mean the date on which the first regular shipment ol Crude Oil
or the first deliveries of Gas are made, shall be recoverable either
in the Tax Ycar in which such costs and cxpenscs arc incurrced and
paid or the Tax Year in which imitial Commercial Production occurs,
whichever 1s the later date.

(iv) To the exlenl thal, in a Tax Year, cosls, expenses or expendilures

o exceed the

recoverable per paragraphs (1), (1) and (111) precedin
valuc of all Cost Recovery Petrolcum for such Tax Ycear, the excess
shall be carned lorward [or recovery in the next succeeding Tax
Year(s) until fully recovered, but in no case atter the termination ot
this Agrcement, as to CONTRACTOR.

( v ) The recovery of costs and expenses, based upon the rates referred to
abovc, shall be allocated to cach quarter proportionately (onc fourth
lo each quarter). However, any recoverable costs and expenses not
recovered 1n one quarter as thus allocated, shall be carmed forward
tor recovery 1n the next quarter.

(V1) Any new investments or costs during the last four (4) years from
the obligation perod stated in this Agreement shall be excluded
from 1tem 1- and 2- above, and shall be recoverable proportionately
over the remaining available quarters of the Concession A greement
period starting [tom the quarter in which such costs are incurred and
paid during the Tax Year, and t1ll the end date.

(2) Exccptas provided inArticle VII (a) (3) and Article VII (¢) (1),
CONTRACTOR shall each quarter be entitled to take and own
all CostRccovery Petrolcum, which shall be taken and disposcd
ol 1n the manner determined pursuant to Article VII {(e). To the
extent that the value of all Cost Recovery Petroleum |as
determined 1in Article VII (¢)] exceeds the actual recoverable

cosls and expendilures, mcluding any carry [orward under
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Arucle VII (a) (1) (1v), o be recovered 1n thal quarler, then

the value of Excess Cost Recovery Petroleum shall be shared
between EGPC and CONTRACTOR 1n accordance with the
following percentages : EGPC nincty five pereent (95%) and
CONTRACTOR five percenl (5%), the value ol such Excess
Cost Recovery Petroleum shall be paid by CONTRACTOR to
EGPC either (1) 1n cash 1n the manner set torth in Article IV

of thc Accounting Proccdure contained in Anncx "E" or (11) 1n
kind 1n accordance with Article VII (a) (3).

(3) Ninely (90) days prior o the commencement ol each Calendar
Year EGPC shall be entitled to elect by notice 1 wrniting to
CONTRACTOR to require payment of up to onc hundred

percent (100%) of EGPC’s sharc of Excess Cost Recovery

Petroleum in kind. Such payment will be in Crude Oil [rom "
the Area F.O.B. export terminal or other agreed delhivery pﬂiﬁf
provided that the amount of Crude Oil taken by EGPC 1n
kind 1n a quarter shall not exceed the value ol Cost Recovery
Crude Onl actually taken and separately disposed ot by
CONTRACTOR trom the Area during the previous quarter. [t
EGPC’s centitlement to reccive payvment of 1ts sharce of Excess
Cosl Recovery Peltroleum 1n kind 1s mited by the [oregoing
provision, the balance ol such entitlement shall be paid 1n cash.
(b) Production Sharing :

(1) Thc remaining scventy five percent (75%) of Petrolecum shall
bc divided between EGPC and CONTRACTOR based on Brent

price and according (o the [ollowing shares:

Such shares shall be taken and disposed ol pursuant to Article VII (e) .
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(1) Crude Oil (Quarterly Average ):

Crude Oil produced and saved under this Agreement and not used
in Petroleum operations, Barrel of Oil Per Day (BOPD)

(quarterly average)

Brent Price
More than Mose than
USS$/Mhbl | VMore than 5,808
Less than 10,600 BOPD | 15,080 BOPD
BOPE and less More than 25,060
or equal to and less than | and less than
than or equal to BOPD
5,400 BOPD or equal to or equal to
10,006 BOPD

15,000 BOPD 25,000 BOPD

{ exs than or

equal to 4} LSS

More than 40
1754 and less
than or equal to

60 1SS

More than 60
1i18% and less
than or equal to
30 U'S$

More than 80
£iS4% and less
than or equal to
100 US$

Aore than 100
LISS
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(1) Gas &LPG (Quarterly Average):
Gas and LPG produced and saved under this A greemenlt and nol used
in Pctrolcum opcerations (Standard Cubic Feet of Gas Per Day (SCED)
(quarterly average) divided between EGPC and CONTRACTOR.

EGPC Conlraclor
p Yo
Seventy seven Twenty three
Less than 25 MMSCF/Day pereent percent
(77%) (23%)

Equal to 25 and less than 50 MMSCE/ Seventy eight Twenty two percent

Day percent (78%) (22%)
Equal to 50 and less than 100 Seventy nine Twenty one percent
MMSCE/Day percent (79%) (21%)
Equal to 100 and lcss than 125 Eighty pereent Twenty percent
MM SCF/Day (80%) (20%)

Eighty onc pereent Nineteen percent

Equal 125 MMSCF/Day and abovce (81%) (19%)

(2) Atter the end ot each contractual year during the term of any Gas
Salcs A greement cntered into pursuant to Article VII (¢), EGPC and

CONTRACTOR (as scllers) shall render to EGPC or EGAS (as
buycr) a statcment for anamountof Gas, 1f any, cqual to the
amount by which the quantity of Gas of which EGPC
or EGAS (as buyer) has taken delivery ftalls below seventy five
percent (75%:) of the Contract quantities of Gas as established by the
apphicable Gas Sales Agreement (the "Shorttall"), provided the Gas
1s available. Within sixty (60) days ot receipt of the statement, EGPC
or EGAS (as buver) shall pay EGPC and CONTRACTOR
(as sellers) tor the amount of the Shortfall, 1t any. The Shorttall shall
be included in EGPC’s and CONTRACTOR s entitlement o Gas
pursuant 1o Artcle VII (a) and Artucle VII (b) in the [ourth (4‘1"’:)
quarler ol such contractual vear.
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Quantities ol Gas notl laken bul 10 be paid [or shall be recorded 1n
a scparatc " Takc-or-Pay Account ". Quantitics of Gas ("Make Up
Gas") which are delivered 1n subsequent years 1n excess of seventy
five pereent (75%) of the contract quantitics of Gas as cstablished by
the applicable Gas Sales A greement, shall be set against and reduce
quantitics of Gas in thc "Takc-or-Pay” account to the extent thercof
and, to that extent, no payment shall be due in respect of such
Gas. Such Make Up Gas shall not be included in CONTRACTOR s
entitlement to Gas pursuanttoArticle VII (a) and (b). CONTRACTOR
shall have no nghts (o such Make Up Gas.

It at the end of any Contractual vear, EGPC and CONTRACTOR
(as sellers) [ail o deliver sevenly five percent (75%) ol the annual

contract quantity of Gas as defined 1n the Gas Sales A greement with.

EGPC or EGAS (as buyer), the dillerence belween sevenly five
pcreent (75%) of the annual Contract quantity of Gas and the actual
Gas quantity delivered shall be referred to as the "Deliver- or - Pay

Shortlall Gas". EGPC or EGAS (as buyer) shall have the right to

take a quantity ot Gas equal to Deliver-or-Pay the Shortfall Gas and
such quanutly ol Gas shall be priced al nminety percent (90%) ol the
Gas price as defined 1n the Gas Sales Agreement . The mechanism
for the Deliver-or-Pay conceptl will be determined 1n the Gas Sales
Agrcement .

The percentages sel [orth 1 Article VII (a) and (b) in respect of LPG
produccd from a plant constructed and operated by or on behalt of EGPC

and CONTRACTOR shall apply to all LPG available [or delivery.
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(¢) Valuation of Petroleum:
(1) Crude Oil:
(1) The Cost Recovery Crude Oil to which CONTRACTOR

(11)

1s enlitled hereunder shall be valued by EGPC and
CONTRACTOR at "Markel Price" lor each calendar quarler.

"Markel Price" shall mean the weighled average prices
realized [rom sales by EGPC or CONTRACTOR dunng
the quarter, whichever 1s higher, provided that the sales (o be
used 1n armving al the weighted average(s) shall be sales ol
comparable quantties on comparable credil terms in [reely
converlible currency [rom FO.B. pointl ol export sales 1o non-
alfillated companies al arm’s length under all Crude Ol sales

contracts then in elfect, but excluding Crude Onl sales contracts

involving barler, and
(1) Sales, whether direct or indirect, through brokers or

otherwise, ol EGPC or CONTRACTOR to any Alfihated

Company.

(2) Sales involving a quid pro quo other than payment n
a treely convertible currency or motivated mn whole or
in part by considerations other than the usual economic

incentives tor commercial arm’s length Crude O1l sales.

(111) It 15 understood that 1n the case of "C.I.LE" sales, appropnate

deductions shall be made for transport and insurance charges

to calculate the F.O.B. point of export price; and always taking
into account the appropriate adjustment tor quality ot Crude
Oi1l, freight advantage or disadvantage of port of loading
and other appropnate adjustments. Market Price shall be
determined separately for each Crude O1l or Crude Ol mix,

and tor each port of loading.
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(1v) Il during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR undcr the Crude Oil sales contracts in
ettect, EGPC and CONTRACTOR shall mutually agree upon

the Markcet Price of the barrel of Crude O1l to be used for

such quarter, and shall be guided by all relevant and available
cvidence including current  prices in frecly convertible
currency of leading Crude Oils produced by major Oil
producing countries (in the Arabian Gull or the Meditlerranean
Area), which are regularly sold in the open market according
o aclual sales contracts terms but excluding paper sales and
sales promises where no Crude O1l 1s dehivered, to the extent
lthat such sales are ellecled under such terms and conditions
(excluding the price) not sigmticantly ditterent from those
under which the Crude O1l 10 be valued, was sold, and always
taking into considcration appropriate adjustments for Crude
O1l quahity, freight advantage or disadvantage ot port of
loading and other appropriale adjustments, as the case may be,
for difterences 1n gravity, sulphur, and other tactors generally
recognized by sellers and purchasers, as rellected in Crude
priccs, transportation ninety (90) days insurancce premiums,
unusual lees bome by the seller, and [or credil terms 1n excess
of sixty (60) days, and the cost of loans or guarantces granted
[or the benefit ol the sellers atl prevailing 1nlerest rates.

[t 1s the intent of the Partics that the valuc of the Cost Recovery
Crude Onl shall reflect the prevailing markel price [or such

Crudc Oul.
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(v) Il etther EGPC or CONTRACTOR considers that the Markel

Price as delermined under sub-paragraph (1) above does not
rcticet the prevailing Market Price or in the event EGPC and
CONTRACTOR tail to agree on Market Price for any Crude
O1l produced under this Agreement for any quarter within
filteen (13) days alter the end thereol, any parly may
clect at any time thercatter to submit to a single arbitrator
the question, what single price per Barrel, 1n the arbitrator’s

judgment, best represents tfor the pertinent quarter the Market
Price [or the Crude O1l in question. The arbitrator shall make
his delermination as soon as possible [ollowing the quarler in
qucstion. His dctermination shall be final and binding upon
all the parties. The arbitrator shall be selected 1n the manner
described below.

[n the evenl EGPC and CONTRACTOR [ail (o agree on Lhe
arbitrator within thirty (30) days from thc datc any party
notifics the other that it has decided to submit the determination -

of the Market Price to an arbitrator, such arbitrator shall be -

chosen by the appointing authority designated in accordance
with Article XXIV (e), or such other appointing authority with
access Lo such expertise as may be agreed (o between EGPC
and CONTRACTOR, with rcgard to the qualifications for
arbitrators sct forth below, upon written application of onc or
both of EGPC and CONTRACTOR. Copy of such application
by one of them shall be promplly sent (o the other.

The arbitrator shall be as nearly as possible a person with
an cstablished reputation in the international Pctrolcum
industry as an expert 1n pricing and marketing Crude O1l n
international commerce. The arbitrator shall not be a citizen
ol a counlry which does notl have diplomalic relations with
both the A.R.E. and nationality of thc CONTRACTOR. Hc
may not be, at the time of sclection, cmploved by, or an
arbitrator or consultant on a continuing or frequent basis to,
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lhe American Petroleum Insttute, the Organization ol the
Petroleum Exporting Countries or the Organization of Arab
Petroleum Exporting Countries, or a consultant on a continuing
basis to EGPC, CONTRACTOR or an Athhated Company of
either, but past occasional consultation with such companies,
with other pctrolcum companics, governmental agencics or
organizations shall not be a ground for disqualification. He
may not have been, at any time during the two (2) years betore
sclection, an employee of any Petrolcum company or of any
governmental agency or organzalion.

Should a selected person decline or be unable Lo serve as
arbitrator or should the position ol arbitrator lall vacant prior Lo
the decision called lor, another person shall be chosen in the same
manner provided in this paragraph. EGPC and CONTRACTOR
shall share equally the expenses of the arbitrator.

The arbitrator shall make his determination 1n accordance
with the provisions of this paragraph, based on the best
cvidence available to him. He will review Oil salcs contracts
as well as other sales data and information but shall be
[tee 0 evaluale the exlent 1o which any contracts, dala or
inlormation 1s subslantaled or pertinenl. Representatives ol
EGPC and CONTRACTOR shall have the right to consult
with the arbitrator and furnish him written matenals provided
the arbitrator may mmpose reasonable limitations on this
right. EGPC and CONTRACTOR each shall cooperate with
the arbitrator to the fullest extent and cach shall 1nsurc such
cooperation of 1ts trading companics. The arbitrator shall be
provided access to Crude Oil sales contracts and rclated data
and information which EGPC and CONTRACTOR or their
lrading companies are able 10 make available and which 1n the
judgment ol the arbitrator might aid the arbitrator in making a

valid delerminaton.
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(vl) Pending Markel Price agreement by EGPC and CONTRACTOR

or determination by the arbitrator, as apphcable, the Market

Price agreed for the quarter preceding the quarter in question

shall rcmain tecmporarily 1n cffect. In the cvent cither EGPC or

CONTRACTOR should mcur a loss by virtue ol the lemporary

continuation of the Market Price of the previous quarter, 1t shall

promptly be reimbursed such loss by the other party plus simple

interest at the LIBOR plus two and onc - halt percent (2.5%) per

annum rale provided [or i Artcle I'V (1) [tom the date on which the

disputed amounl(s) should have been paid Lo the date ol payment.

(2) Gas and LPG :

(1)

(11}

Where
PLPG

The Cost Rcecovery, Production Sharing and Excess Cost
Rccovery , 1t any, Gas Price tor local market will be agreed

upon belween CONTRACTOR and EGPC or EGAS aller

the Commercial Discovery and betore converting an area to
a Dcvclopment Leasce(s). Production Sharing Gas Price for
exporl will be valued al Nelback Price.

The Cost Recovery and Production Shares of (LLPG) produced
from a plant constructed and operated by or on behalf of EGPC

and CONTRACTOR shall be scparatcly valued tor Propanc

and Bulane al the outlel ol such LPG plant according 1o the

[ollowing [ormula (unless otherwise agreed belween EGPC

and CONTRACTOR):
PLPG =0.95PR

= LPG price (separately determined lor Propane and Bulane)

in U.S. Dollars per metric ton.
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PR = The average over a period ol a month of the figures

(iii)

(iv)

representing the mid-point beltween the high and low prices
in U.S. Dollars per mcetric ton quoted 1n "Platt’s LPGaswirc"
during such month tor Propane and Butane FOB Ex-Ret/Stor.
Wesl Medilerranean.
In the event that "Plalt’s LPGaswire" 1s 1ssued on certain days during
a month but not on others, the valuc of (PR) shall be calculated
using only those 1ssues which are published during such month. In
the event that the value of (PR) cannot be delermined
because "Platl’s LPGaswire” 1s nol published at all dunng a month,
EGPC and CONTRACTOR shall mcct and agree to the valuc of
(PR) by reference to other published sources. In the event that there
are no such other published sources or il the value ol (PR) cannol be
delermined pursuant 1o the [oregoing [or any other reason , EGPC
and CONTRACTOR shall meet and agree the value ol (PR) by
rcicrence to the valuc of LPG (Propanc and Butanc) dclivercd FOB
trom the Mediterranean Area.
Such valuation of LPG 1s based upon delivery at the delivery point
specified 1n Artcle VII (e) (2) (111).
The prices of Gas and LPG so calculated shall apply during the
same month.
The Cost Recovery and Production Shares of Gas and LPG

disposed ol by EGPC and CONTRACTOR other than (o EGPC

or EGAS shall be valucd pursuant to Article VII (¢).
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(d) Forecasts:

Opcrating Company shall preparc (not Icss than nincty (90) days
prior (0 the beginmng ol each calendar semester {ollowing first
regular production) and turnish mm wnting to CONTRACTOR
and EGPC a lorecast selling oul a lolal quantity ol Petroleum
that Operating Company estimates can be produced, saved
and transportcd hercunder during such calendar scmester in
accordance with good O1l and Gas industry practices.

Opcrating Company shall cndcavor to producc cach calendar
semesler the lorecast quantity. The Crude Oil shall be run to

storage tanks or otfshore loading tacilitics constructed, maintained

and operaled according to GOVERNMENT Regulatons, by .

Operating Company in which said Crude Onl shall be metered or .

oltherwise measured [or royalty, and other purposes required by’
this Agrcement. Gas shall be handled by Opcrating Company 1n
accordance with the provisions ol Article VII (e).
(e)  Disposition of Petroleum: |

(1) EGPCand CONTRACTOR shall have the .'ri ght and the obli galion
to separately take and treely export or otherwise dispose of,
currently all ol the Crude O1l to which each 1s entitled under
Article VII (a) and (b). Subject to payment of sums due to EGPC
under Article VII (a) (2) and Article IX, CONTRACTOR shall
have the nght to remit and retain abroad all tunds acquired by 1t

including the proceeds trom the salc of 1ts sharc of Petrolcum.
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Notwilhstanding anything to the contrary under this Agreement,

T

priority shall bec given to mect the requirements of the A.R.E.
markel [rom CONTRACTOR’s share under Arucle VII ( b))

of the Crude O1l produced from the Area and EGPC shall have
the preferential right to purchasc such Crude Oil at a price to be

determined pursuant o Article VII ( ¢ ) . The amount ol Crude
O1l so purchased shall be a portion of CONTRACTOR’s share
under Artucle VII (b). Such amount shall be proportional to
CONTRACTOR’s share of the total production of Crude O1l trom

the concession arcas in the A.R.E. that arc also subject to EGPC’s

prelerential right to purchase. The payment lor such purchased
amount shall be made by EGPC 1in U.S. Dollars or in any other

frecly convertible currency remittable by CONTRACTOR abroad.
It 13 agreed upon that EGPC shall notity CONTRACTOR, at

Icast forty-tive (45) days prior to the beginning of the Calendar

Semesler, of (he amount (0 be purchased dunng such semestler

under this Article VII (e) (1).
(2) With respect to Gas and LPG produced from the Area:

(1) Prionty shall be given to meet the requirements ot the local market

as deltermined by EGPC, taking into consideration the [ollowing

CASES. -

- In casc CONTRACTOR clects to disposc all or part ot its sharc of

Production Shanng Gas and

Excess Cosl Recovery Gas, 1l any, by

itself to local market, CONTRACTOR shall submit an application to
EGPC to obtain the compcetent authoritics™ approval 1n A.R.E. on the

Gas quantities, price and Gas Sales Agreement of such Gas, provided
that CONTRACTOR shall pay thc Rovalty and Egyptian Income Tax
in respectl ol such Gas i accordance wilh Article 111 hereunder.

- In case EGPC/EGAS or EGPC/EGAS and CONTRACTOR export Gas
or LPG jointly, they should obtain the A.R.E. compctent authoritics’

approval on the price and quantities allocated [or export.
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(11) In the evenl thal EGPC or EGAS 1s o be the buver ol Gas, Lhe

disposition of Gas to the local markets as indicated above shall be

by virtuc of long term Gas Sales Agreements to be cntered 1nto

between EGPC and CONTRACTOR (as scllers) and EGPC or

EGAS (as buver).

EGPC and CONTRACTOR (as sellers) shall have the obligation to

deliver Gas to the following point where such Gas shall be metered

for salcs, rovalty, and other purposcs required by this Agreement:

(a) In the evenl no LPG planl 1s constructed to process such

(b)

Gas, the delivery point shall be at the [lange connecling
the Development Lease pipeline to the nearest point on the
National Gas Pipcline Grid System as depicted in Annex "F"
hereto, or as otherwisce agreed by EGPC and CONTRACTOR.
[n the evenl an LPG plantl 18 constructed o process such

Gas, such Gas shall, for the purposes of valuation and.

salcs, be mctered at the outlet to such LPG Plant. However,
notwithstanding the lact that the metering shall take place
at the LPG Plant outlet, CONTRACTOR shall through the
Operating Company build a pipeline smitable tor transport of
the processed Gas trom the LPG Plant outlet to the ncarest
poinl on the National Gas Pipeline Gnd Syslem as depicled
in Annex "F' herelo, or otherwise agreed by EGPC and
CONTRACTOR. Such pipeline shall be owned 1n accordance
with Article VIII (a) by EGPC, and 1ts cost shall be financed and

rccoverced by CONTRACTOR as Development Expenditurcs

pursuant to Article VIL
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(111) EGPC and CONTRACTOR shall consult logether to determine

whether to build an LPG plantfor recovering LPG from any Gas
produced hereunder. In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as 1s appropriate,
bc 1n the vicinity of the point of delivery as determined 1n
Artcle IT and Article VII (e) 2 (11). The delivery ol LPG [or,
rovally and other purposes required by this Agreement shall
be al the outlet ol the LPG plant. The costs ol any such LPG
plant shall be recoverable in accordance with the provisions
of this Agreement unless the Minister of Petroleum agrees to

accclerated recovery.

(1v) EGPC or EGAS (as buycr) shall have the option to clect,

by nincty (90) davs prior writtcn notice to EGPC and

CONTRACTOR (as sellers), whether payment lor the Gas

which 1s subject to a Gas Sales A greement between EGPC and
CONTRACTOR (as scllers) and EGPC or EGAS (as buver)
and LPG producced trom a plant constructed and opcrated
by or on behall of EGPC and CONTRACTOR, as valued 1n
accordance with Article VII (¢), and (o which CONTRACTOR

1s entitled under the Cost Recovery and Production
Sharing provisions of Article VII, of this Agreement, shall be
made 1) 1n cash or 2) in kind.

Payvments in cash shall be made by EGPC or EGAS (as buver)
at intervals  provided for 1n the relevant Gas Sales Agreement

in U.S. Dollars, remittable by CONTRACTOR abroad,.
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Payments 1n kind shall be calculated by converting the value
ol Gas and LPG 1o which CONTRACTOR 1s enltled nto
cquivalent Barrels of Crude Oil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
O1l 1s msulficient, Crude Qil [rom CONTRACTOR’s other
concession areas or such other areas as may be agreed. Such
Crudc Oil shall be added to the Crude Oil that CONTRACTOR
15 otherwise entitled to litt under this Agreement. Such
equivalenl Barrels shall be calculaled on the basis ol the
provisions ol Article VII (¢) relaung to the valuation of  Cost

Reccovery Crude Oul.

Provided that:

(ad)

(bb)

Payment ol the value ol Gas and LPG shall always be made
in cash in U.S. Dollars remitlable by CONTRACTOR abroad
o the extent that there 1s insulficient Crude O1l available [or
conversion as provided for above.

Payment of the value of Gas and [.PG shall always be made 1n

kind as provided for above to the extent that payments in cash

are nol made by EGPC.

Payments to CONTRACTOR (whether 1n cash or kind), when
related to CONTRACTOR s Cost Recovery Petroleum, shall
be included in CONTRACTOR’s Statement of Recovery ot

Costs and of Cost Recovery Petroleum relerred tom Article I'V

of Anncx "E" of this Agrecment.
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(v) Should EGPC or EGAS (as buver) lail (o enter into a long-lerm
Gas Salcs Agreement with EGPC and CONTRACTOR (as scllers)
within four (4) vears from the approval date of a Gas Development
Lcasc pursuant to Article 111, EGPC and CONTRACTOR shall
have the right to take and treely dispose of the quantity of Gas and
LPG 1n respect of which the notice of Commercial Discovery 1s

given by exporting such Gas and LLPG | subject to the approval ot

the compelenl authonties and 1n case EGPC/EGAS 1s nol 1n need
tor such Gas or LPG to meet the needs ot domestic markets.

(vi) The proceeds ol sale ol CONTRACTOR’s share of Gas and
L.PG disposed of pursuant to the above sub-paragraph (v) may be
[recly remilled or retained abroad by CONTRACTOR.

(vi1) In the event EGPC and CONTRACTOR agree to accept new
Gas and LPG producers (0 join 1n an ongoing exporl project, such
produccrs shall have to contribute a fair and cquitable sharc of the
investment made.

(vi11) (aa) Upon the expiraton of the [our (4) year period relerred to1n

Article VII (e) (2) (v), CONTRACTOR shall have the obligation

lo exerl 1ls reasonable ellorts o find an exporl markel for Gas
ICSCIVCS.

(bb)In the eventl al the end ol the [our (4) year penod relerred o under
Article VII (¢) (2) (v), CONTRACTOR. and EGPC havc not
entered mnlo a Gas Sales A greement, CONTRACTOR shall retain
its rights to such Gas rcserves for a turther period up to two (2)
vears, subject to Article VII (e) (2) {(vin) (cc¢), during which penod

EGPC shall attcmpt to find a markcet for Gas rescrves.
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(cc) In the evenl that EGPC and CONTRACTOR are not exporting Lhe
Gas and EGPC & CONTRACTOR have not entered mto a Gas
Salcs Agreement with EGPC / EGAS pursuant to Article VII (¢) (2)
prior o the expiry ol s1x (6) yvears [rom the approval date of a Gas
Development Lease, 1t shall be considered that CONTRACTOR
has assigned the Gas rescrves 1n respect of which such notice has
been given. And CONTRACTOR does not accepl an oller ol a

Gas Sales Agreement trom EGPC within six (6) months from the

datc such ofter 1s madc provided that the Gas Salcs Agreement
ollered (o CONTRACTOR shall take into consideration Gas prices

commensurate with Gas Sales Agreements 1n the adjacent and/or

comparablc Arcas in Egvpt in terms of water depth and the reservorr

depth to cnable a commercial contract including:

- A sulficienl dehivery rale.

- Delivery pressure to enter the National Gas Pipeline Grid System

at the point of delivery,

- Delivered Gas quality specifications nol more stringent than those

imposcd or required for the National Gas Pipcline Grid System.

- The Gas prices as specified in the Gas Sales A greemenl.
(dd) In the event that CONTRACTOR has not entered into a Gas Sales

Agrecement pursuant to Article VII (¢) (2)or otherwise found an

acceplable scheme lor commercial disposal ol such Gas | al the ime

ot the expiration ot s1x (6) vears from the approval date of a Gas

Dcvelopment Leasc or tailling agreement with EGPC on Gas disposal
at the cxpiration of six (6) years , CONTRACTOR. shall surrcnder to

EGPC such Development .

_ease (s) 1n which Gas discovery 1s made.

(1X) CONTRACTOR shall not |

pe obligated to surrender a Development

Lcasc bascd on a Commoercial Gas Discovery, if Crude Oil has been

discovered in commercial quantities 1in the same Development Lease.
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(f) Operations:
Il following the reversion 1o EGPC of any nghts (o Crude Oil hereunder,
CONTRACTOR retains rights (o Gas 1n the same Development Lease,
or it, tollowing surrender of rights to Gas hereunder, CONTRACTOR

retains rights to Crude Oil in the same Development Lease, operations

to explore for or exploit the Petroleum, the nghts to which have

reverted or been surrendered (Ol or Gas as the case may be) may

only be carried out by Operating Company which shall act on behalt

of EGPC alone, unless CONTRACTOR and EGPC agree otherwise.
(¢) Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall mect and agrec upon a
procedure tor scheduling tanker lifting from the agreed upon point of

cxport,
ARTICLE VIII
TITLE TO ASSETS
(a) EGPC shall become the owner of all CONTRACTOR acquircd
and owncd asscts which asscts were charged to Cost Recovery
by CONTRACTOR 1n connection with the operations carried oul
by CONTRACTOR or Operating Company 1n accordance with the

following:

(1) Land shall become the property of EGPC as soon as it is purchased.

(2) Title to ixed and movable assets shall be transferred automatically
and gradually trom CONTRACTOR to EGPC as they become
subject to recovery 1n accordance with the provisions of Article
VII: however the full title to fixed and movable assets shall be
transterred automatically from CONTRACTOR to EGPC when
its total cost has been recovered by CONTRACTOR 1n accordance
with the provisions of Article VII or at the time of termination of
this Agreement with respect to all asscts chargeablc to the operations
whcther recovered or not, whichever first occurs.
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The book value ol the assels crealed dunng each calendar
quarter shall be communicated by CONTRACTOR to EGPC

or by Opcrating Company to EGPC and CONTRACTOR
within thirty (30) davs ol the end ol each quarler.

(3) All samples and technical data shall be transterred to EGPC upon
EGPC’s request or at the termination of the A greement.

(b) Dunng the term ol this Agreement and the renewal pennods EGPC,

CONTRACTOR and Operating Company are entitled to the full

usc and cnjoyment of all ixed and movablc asscts referred to

above 1n conneclion with operations hereunder or under any other
Petroleum concession agreement entered into by the Parties.
Propcr accounting adjustment shall be made. CONTRACTOR
and EGPC shall not disposc of the samc cxcept with agrcement
ol the other.

(¢) CONTRACTOR and Operating Company may treely import
into the A.R.E., usc thercin and freely export at the end of such
use, machinery and equipments which they either rent or lease
in accordance with good industry practices, including but not
limited to the lease ol compuler hardware and sollware.

ARTICLE IX
BONUSES
(a) CONTRACTOR shall pay o EGPC as a signature bonus the sum of
ten million U.S. Dollars ($ 10,000,000 ) before the Effective Date of
thc Conccession Agreement |, atter the relevant law 1s 1ssucd.
(b) CONTRACTOR shall pay to EGPC an unrccoverable bonus to be
agreed upon belween CONTRACTOR and EGPC, 1 case
CONTRACTOR retains an "Area to relinquish” according to the

provisions of Articlc V of this Agrcement, upon the Minister of

Pelroleum approval [or such request.
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(¢) CONTRACTOR shall pay (0 EGPC as a Developmenl Lease bonus

the sum of one hundred thousand U.S. Dollars ($100,000) per each
Development Block upon the approval of each Development Lease.
(d) CONTRACTOR shall pay to EGPC as a Development Leasc Extension
bonus the sum of five million U.S, Dollars ($5,000,000) upon the
approval on CONTRACTOR s request 1o enler 1nlo the five (5) vear

Exlension Period pursuant (o Artcle III (d) (11) (bb) .

(e) CONTRACTOR shall pay 1o EGPC the sum ol five hundred thousand
U.S. Dollars ($ 500,000 ) as a production bonus when the total average
daily production from the Area first reaches the rate ot three thousand
(3,000) Barrcls of O1l per day or cquivalent for a period of thirty (30)
consccutive producing days. Payment will bc made within fiftcen
(15) days thercafter. e

([) CONTRACTOR shall also pay o EGPC the additional sum Df B

one million U.S. Dollars ($ 1,000,000 ) as a production b(muq
when the total average daily production from the Arca first
rcachcs the ratc of five thousand (5,000) Barrcls of Oil per day
or equivalent lor a perniod ol thirty (30) consecutive producing
days. Payment will be made within filteen (15) days therealter.
(g) CONTRACTOR shall also pay to EGPC the additional sum of

two million U.S. Dollars ($ 2’,,Of)’0,’000) as a production bonus
when the total average daily production from the Area first
rcaches the rate of ten thousand (10,000) Barrcls of O1l per day
or cquivalent for a period of thirty (30) consccutive producing

days. Payment will be madc within fiftcen (15) days thercafter.
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(h) CONTRACTOR shall also pay o EGPC the additional sum ol three
million U.S. Dollars ($ 3,000,000) as a production bonus when the
lotal average daily production Irom the Area first reaches the rate of
hfteen thousand (15,000) Barrels of O1l per day or equivalent for a
pceriod of thirty (30) consccutive producing days. Payment will be
made within fifteen (15) days thereatter.

(1) CONTRACTOR shall also pay to EGPC the additional sum of
four million U.S. Dollars ($ 4,000,000) as a production bonus
when the total average daily production from the Area first reaches
lhe rale ol twenly five thousand (25,000) Barrels of O1l per day
or equvalent for a penod of thirty (30) consecutive producing
days. Payvment will be madce within fiftcen (15) days thercafter.

(1) CONTRACTOR shall pay to EGPC al the beginning ol every
Financial Ycar during any ot thce Exploration periods an amount
equal 1o fifty thousand U.S. Dollars ($50,000) as a (raining bonus

for the training of EGPC employees in departments of Agreements |,

Exploration , Production and Financial Control Forcign and Joint
Venture companics. CONTRACTOR shall also pay fifty  thousand
U.S. Dollars ($50,000) as a training bonus [for the (raining of
EGPC employees from other departments with a total amount of
onc hundred thousand U.S. Dollars ($100,000).

(k) CONTRACTOR shall pay to EGPC at the beginning of every Financial
Ycar during any of the Development periods an amount cqual to fifty
thousand U.S. Dollars ($50,000) as a (raining bonus [or the training
of EGPC employees 1in departments of Agreements , Exploration,
Production and Fnancial Control Foreign and Joinl Ventlure
companies. CONTRACTOR shall also pay fifty thousand United
Statcs Dollars ($50,000) as a training bonus for the training of

EGPC emplovees [rom other depariments with a total amount of
onc hundred thousand U.S. Dollars ($100,000).
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(I) CONTRACTOR/ CONTRACTOR Member shall pay 1o EGPC the
sum o two hundred thousand U.S. Dollars ($200,000), in case
CONTRACTOR or CONTRACTOR Member assigns 1n whole or in
part of 1t’s rights, privilcges, dutics and obligations to an Athliated
Company of the samc CONTRACTOR/CONTRACTOR Mcmber,
on the date ot the GOVERNMENT s approval of each assignment
request.

(m) CONTRACTOR / CONTRACTOR Member shall pay to EGPC as an
Assignmenl Bonus on the date of the GOVERNMENT s approval ol
each assignment requested by any ol the CONTRACTOR Members
to any assignee, pursuant to Article XXI, as tollows:

1- During any Exploration period (as 1t mayv bc cxtended),
CONTRACTOR /CONTRACTOR Memberassigns in whole orin
part of 1ts rights, privileges, duties and obligations to any assignee
( other than an Affiliated Company of the same CONTRACTOR
[CONTRACTOR Member), CONTRACTOR /CONTRACTOR
Member shall pay (0 EGPC the sum equivalent (o len percent
(10%) valucd 1n U.S. Dollars of the total financial commitment of
the then current Exploration period during which the assignment
i1s made and according to the assigned percentage .

2- Durmg the Development period or 1ts extensions, I1n case
CONTRACTOR / CONTRACTOR Mcmber assigns in whol¢ or in
part of 1ts rights, privileges, duties and obligations to any assignee
(other than an Atfilhated Company of the same CONTRACTOR/
CONTRACTOR Member), CONTRACTOR/CONTRACTOR

Member shall pay to EGPC the sum eguivalentl (0 len percent
(10%), valued 1in U.S. Dollars, ol the value of each assignment
dcal which could be any of the following:
- The financial valuce to be paid by the Assignce to the Assignor ; or
- The financial commitments tor technical programs /Development
plan; or
- The financial value of the reserves , to be swapped between the Assignor and
lhe Assignee [tom the Developmenl Lease(s) areas; or
- The financial value ol shares and/or stocks (0 be exchanged belween
the Assignor and the Assignece:; or
- Any other tvpc of deals to be declared.
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3- Dunng any Exploration phase and alter a Developmenl Lease 1s
cranted, 1n case CONTRACTOR / CONTRACTOR Member
assigns 1n whole or 1n part of its rights, privileges, dutics and

obligations to any assignce (other than an Atfiliatcd Company

ol the same CONTRACTOR /CONTRACTOR Member)

CONTRACTOR/ CONTRACTOR Member shall pay to EGPC

the sum value. 1n U.S. Dollars, as mentioned 1in 1- and 2- above.

(n) All the above mentioned bonusces shall in no cvent be recovered by

CONTRACTOR.

( 0 ) Inthe event that EGPC eleclts lo develop any part ol the Area pursuant Lo
the sole risk provisions of Article 11 (¢) (1v), production trom such sole
risk arca shall be considered tor the purposes of this Article IX only 1f
CONTRACTOR cxcrceiscs 1ts option to sharc 1n such production, and
only [rom the imual date ol sharing.

(p) Gas shall be taken into account tor purposes of determining the total

avcrage dailly  production  from the Arca under Article 1X (c-1)

by converung daily Gas delivered inlo equivalent Barrels ol daily
Crude Oi1l production m accordance with the following tormula:

MSCF x H x 0.167 = equivalent Barrels of Crude Ol

where

MSCF = one thousand Standard Cubic Feel ol Gas.

H = the number ol million Bnnush Thermal Umts (MMBTU)
per MSCEF.

ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall maintain an olfice in A.R.E. at which notices shall

be vahdly served.
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The General Manager and Depuly General Manager shall be entrusted
by CONTRACTOR with sufficicnt power to carry out immecdiately all
local wrtlen direcuons given o them by the GOVERNMENT or its

representatives under the terms of this Agreement. All lawful regulations

issucd or hercaftter to be 1ssucd which arc applicable hercunder and not 1n
conllict with this Agreement shall apply to the duties and activities ol the
General Manager and Deputy General Manager.
All matters and notices shall be deemed (o be validly served which are
delivered to the office of the General Manager or which are sent to him by
rcgistered mail to CONTRACTOR’s office 1n the A.R.E. .
All matters and nouces shall be deemed 0 be vahidly served which are
delivered to the othice of the Chiet Executive Otficer ot EGPC or which
arc sent to him by registered mail at EGPC’s main office in Cairo.
ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operaling Company shall take all proper measures, according 1o

generally accepted methods 1n use in the O1l and Gas industry to
prevent loss or waste of Pectrolcum above or under the ground in
any form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the nght (o prevent any

operation on any well that it might reasonably expect would result in

loss or damage to the well or the Oil or Gas ficld.

(b) Upon completion ol the drlling ol a productive well, Operaling
Company shall inform the GOVERNMENT or1ts representative of the
timc when the well will be tested and the production rate ascertained.

(c) Exceptin instances where multiple producing formations in the same
wcll can only be produced cconomically through a single tubing
string, Petroleum shall not be produced Irom muluple Ol bearing
zones through one string of tubing at the same time, except with the
prior approval of thc GOVERNMENT or 1ts representative, which

shall not be unreasonably withheld.
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(d) Operaling Company shall record data regarding the gquantities ol

(¢)

Petroleum and water produced monthly [rom each Development Lease.
Such data shall bc sent to the GOVERNMENT or its representative
on the special forms provided tor that purpose within thirty (30) days
after the data are obtained. Dailv or weekly statistics regarding the
production [rom the Area shall be available al all reasonable tmes [or
cxamination by authorized represcentatives of the GOVERNMENT.,
Daily drilling records and the graphic logs of wclls must show the
quantity and type of cement and the amount of any other matenals
used 1n the well lor the purpose ol prolecting Pelroleum, Gas bearing
or [resh waler slrala.

() Any substantial changc of mcchanical conditions of the well after 1ts

()

completion shall be subject to the approval of the representative ot the
GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS o
EGPC, CONTRACTOR, and Opcrating Company shall bc permitted -
to import and shall be exempted from customs duties, any taxes, levies
or [ees (including [ees imposed by Ministerial Decision No. 254 of
1993 1ssued by the Minister of Finance, as now or hereafter
amended or substituted) ol any nature and [rom the importation

rules with respect to the importation of  machinery, cquipment,
appliances, matcrials, 1tems, mcans of transport and transportation
(the exemption from taxes and duties tor cars shall only apply to cars
lo be used 1n operations), electric appliances, air conditioners lor
offices, field housing and lacilities, electronic appliances, compuler
hardwarc and softwarc, as wcll as sparc parts required for any of the
imported 1tems, all subject to a duly approved certificate 1ssued by

the responsible representative nominated by EGPC tor such purpose,
which states that the imported 1lems are required [or conducting the
opcrations pursuant to this Agreement . Such certificate shall be final
and binding and shall automatically result 1n the importation and the
exemption without any turther approval, delay or procedure.
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(b) Machinery, equipmenl, applhances and means ol (ansport and

(¢)

transportation imported by EGPC’s, CONTRACTOR s and Operating
Company’s contractors and sub-contractors temporarily engaged n
any activity pursuant to the opcrations which arc the subjcct of this
Agrcement, shall be cleared under the "Temporary Release Svstem”
without payment of customs dutics, any taxes, levices or fees (including
[ees iImposed by Ministerial Decision No. 254 of 1993 1ssued by Lhe
Minister ol Finance, as now or herealler amended or subsututed) ol
any nalure ,upon presentation ol a duly approved certificate 1ssued

by an EGPC responsible representative nominated by BEGPC for
such purpose which states, that the imported 1tems are required
for conducting thc opcrations pursuant to this Agrecement.  Items
(cxcluding cars not to be usced in opcerations) sct out 1n Article X11I (a)
importcd by EGPC’s, CONTRACTOR s and Opcrating Company’s
contraclors and sub-contractors  [or the aloresaid operations, 1n
order lo be 1nstalled or used permanently or consumed shall meel
the conditions [or exempuon sel [orth 1n Artucle XII {(a) aller being
dulv certified by an EGPC responsible representative to be used for
conducting operations pursuant to this A greement.

The expalriale employees ol CONTRACTOR, Operaing Company
and their contractors and sub-contractors shall notl be enttled to any
exempulions [rom customs dulies and other ancillary laxes and charges
except within the limits of the provisions of the laws and regulations
applicable 1in the A.R.E. However, personal household goods and
furniture (including one (1) car) tor each expatriate employee of
CONTRACTOR and/or Opcrating company shall bc clcarcd undcer
the "Tecmporary Relcase System” (without payment of any customs
duties and other ancillary laxes) upon presentation ol a letler to the
appropriale customs authonties by CONTRACTOR or Operaling
Company approved by an EGPC responsible representalive that the

imported 1tems are imported tor the sole use of the expatriate employee
and his tamily, and that such imported 1items shall be re-exported
outside the A.R.E. upon the repatriation of the concemed expatnate
cmploycec.
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(d) Items imported into the A.R.E. whether exempl or nol exempt [rom

(€)

()

customs duties and other ancillary taxes and charges hereunder,
may be exported by the importing party at any time after obtaiming
EGPC’s approval, which approval shall not be unreasonably withheld,
without any export duties, taxes or charges or any taxes or charges
from which such itecms have been alrcady cxempt, being applicable.

Such itcms mayv be sold within the A.R.E. after obtaining the approval
of EGPC which approval shall not be unrcasonably withheld. In this
cvent, the purchaser of such items shall pay all applicable customs

duties and other ancillary taxes and charges according Lo the condition
and value ol such 1lems and the tanll applhicable on the date ol sale,
unless such 1lems have already been sold (o an Alfhhated Company
ol CONTRACTOR, 1l any, or EGPC, having the same exemplion, or
unless title to such items (excluding cars not used 1n operations) has
passed to EGPC.

In the event ot any such sale under this paragraph (d), the proceeds

from such sale shall be divided 1n the following manner:
CONTRACTOR shall be entitled to reimbursement of 1ts unrccovered
cosl, 1l any, 1n such 1lems and (he excess, 1l any, shall be paid to EGPC.
The exemption provided [or mn Article XII (a) shall not apply (o any
imported 1lems when 1lems ol the same or substantially the same kind
and quahity are manufactured locally meeting CONTRACTOR s and/
or Operating Company’s specifications tor quality and satety and are
avatlable tor timely purchase and delivery in the A R E. at a price not
higher than ten percent (10%:) ot the cost of the imported 1tem, before
customs dutics but after treight and msurance costs, 1f any, have been
added.

CONTRACTOR, EGPC and their respective buyers shall have the
right to cxport the Petrolcum produced trom the Arca pursuant to this
Agreemenl and such Petroleum shall be exempled [rom any customs
duties, any laxes, levies or any other imposls 1n respectl ol the exporl

ol Petroleum hereunder.
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ARTICLE X111
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS
EGPC, CONTRACTOR and Operating Company shall each mamtain

at their business offices 1n the A.R.E. books of account, 1n accordance

with the Accounting Procedure in Annex "E" and accepted accounting

practices generally used 1n the Petroleum industry, and such other books
and records as may be necessary to show the work performed under this
A greement, including the amount and value ol all Petroleum produced
and saved hercunder. CONTRACTOR and Operating Company shall keep

their books of account and accounting records in Umited States Dollars.
Operating Company shall furnmish to the GOVERNMENT or i1ts

represenlatives monthly relurns showing the amount of Pelroleum
produced and saved hereunder. Such returns shall be prepared in the
[orm required by the GOVERNMENT, or 1ls representative and shall
be signed by the Genceral Manager or by the Deputy General Manager
or a duly designated deputy and dehvered to the GOVERNMENT or

its representative within thirty (30) days atter the end of the month

covered in the retums.

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

(c)

lo above shall be available atl all reasonable umes [or inspection by
dulv authorized representatives of the GOVERNMENT.
CONTRACTOR shall submit to EGPC a Profit and Loss Statement of
1ls Tax Year nol later than [our (4) months alter the commencement of
the following Tax Ycar to show 1ts nct profit or loss tfrom the Petrolcum
operalions under this Agreement [or such Tax Year.

CONTRACTOR shall at the same time submit a ycar-cnd Balance

Sheet tor the same Tax Year to EGPC. The Balance Sheet and financial

slalements shall be cerified by an Egypuian cerlified accounting firm.
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(a)

(b)

(c)

(d)

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION
CONTRACTOR and/or Operating Company shall prepare and, at all
times while this A greement 18 1n tforce, maintain accurate and current
rccords of its operations in the Arca. CONTRACTOR. and/or Opcerating
Company shall Turmish the GOVERNMENT or 1ls represenlalive, 1n
conformity with applicable regulations or as the GOVERNMENT or

1ls representalive, 1n accordance with sound and accepled Pelroleum
industry practices, may require imformation and data concerning 1ts
opcrations under this Agreement. Opcerating Company will perform

the Tuncuons indicated 111 this Artcle X1V 1n accordance with 11s role

as specified in Article VI.

CONTRACTOR and/or Opcrating Company shall save and keep for
a reasonable pertod of time a representative portion of each sample
of corcs and cuttings taken from drilling wells, to be disposcd of,
or lorwarded to the GOVERNMENT or 1ls representalive i Lhe
manner directed by the GOVERNMENT. All samples acquired by
CONTRACTOR and/or Opcrating Company for their own purposcs
shall be considered available tor inspection at any reasonable time by
lhe GOVERNMENT or 11s representalives.

Unless otherwise agreed to by EGPC, 1n case of exporting any rock

samplcs outside A.R.E., samplcs cquivalent 1n size and quality shall,

belore such exportation, be delivered (o EGPC as representative ol the
GOVERNMENT.

Originals of records can only be exported with the permission of EGPC;
provided, however, that magnetic tapes and any other data which
must be processed or analyzed outside the A.R.E. may be ¢xported
1l a monitor or a comparable record, 1l available, 18 maintained 1n the
A.R.E. and provided that such exports shall be repatriated to A.R.E.
promptly following such processing or analvsis on the understanding
that they belong 0 EGPC.
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() During the pennod CONTRACTOR 1s conducting the Exploration
operations, EGPC’s duly authonzed representlalives or employees shall

have the right to tull and complcte access to the Arca at all rcasonable
times with the right to observe the operations being conducted and to
inspect all assets, records and data kept by CONTRACTOR. EGPC’s
represenlative, 1 exercising ils nghts under the preceding sentence
of this paragraph (c), shall not intcrfecre with CONTRACTOR's
opcrations. CONTRACTOR shall provide EGPC with copics of any
and all data (including,but notlimited to, geological and geophyvsical

reports, logs and well surveys) inflormation and interpretation ol such

data, and other information in CONTRACTOR s possession.

For the purposc of obtaining ncw offcrs or carrying out rcgional

studies, the GOVERNMENT and/or EGPC shall after the end of

the first Exploration period, show any other party non-interpreted

basic geophysical and geological data with respect Lo the original Area

unlcss CONTRACTOR agreces to a shorter period.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law (oward
third parties for any damage caused by CONTRACTOR’s Exploration
operations and shall indemmly the GOVERNMENT and/or EGPC against
all damagcs tfor which they may be held liable on account of any such
opcrations.

However, any damage resulting from 1ssuing any order, regulation or
direction ol the GOVERNMENT ol the Arab Republic ol Egvpt whether
in the form ol a law or otherwise, EGPC and/or CONTRACTOR shall
bc exempted trom the responsibility of non-performance or delay of any

obligation hereunder, 1n consequence of 1ssuing these orders, regulations
or directions 1n the limitation of 1imposing these orders, regulations or
directions. CONTRACTOR shall be granled the necessary period 1o restore
the damage donc of the non-performance or delay by adding a period to
the period of the Agreement, with respect to the Block or Blocks atfected
by these orders , regulations or directions.
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ARTICLE XVI
PRIVILEGES OF GOYERNMENT REPRESENTATIVES

Duly authornzed representatives ol the GOVERNMENT shall have access
to the Area covered by this Agreement and to the Operations conducted
lhereon. Such representalives may examine the books, registers and
records of EGPC, CONTRACTOR and Operating Company and make
a rcasonablc number of surveys, drawings and tests tor the purposc of
enforcing this A greement. They shall, tor this purpose, be entitled to make
rcasonablc usc of the machinery and instruments of CONTRACTOR or
Operating Company on Lhe condition that no danger or impediment o the
opcrations hercundcer shall arise directly or indircetly from such usc. Such
representatives shall be given reasonable assistance by the agenls and
emplovees of CONTRACTOR or Operating Company so that none of the
aclivilies shall endanger or hinder the salely or elficiency ol the operations.
CONTRACTOR or Operating Company shall offer such representatives
all privileges and facilitics accorded to 1ts own cmploycees 1n the ficld
and shall provide them, free of charge, the use ot reasonable othce space
and of adcquatcly furnished housing while they are 1n the ficld tor the
purpose of lacililaling the objectlives of this Article. Without prejudice to
Article X1V (¢) any and all information obtaincd by the GOVERNMENT
or 1ls representatives under this Article X VI shall be kepl confidential with
respect to the Arca.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL
(a) Itisthe desirec of EGPC and CONTRACTOR that operations hercundcer
be conductled 1n a business-like and elficient manner:

(1) Theexpatnateadministrative, professional and technical personnel
emploved by CONTRACTOR or Operaing Company and Lhe
personnel of 1ts contractors tor the conduct of the operations
hercunder, shall be granted a residence as provided for in Law No.
89 of 1960 as amended and Ministerial Order No. 8180 of 1996
as amcnded, and CONTRACTOR agrees that all immigration,
passporl, visa and employment regulations of the A.R.E., shall be
applicable to all alicn cmplovees of CONTRACTOR working in
lhe A.R.E. .
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(2) Amimmum ol twenly-five percent (25%) ol the combined salarnes
and wages of each of the expatnate administrative, protessional
and technical personnel emploved by CONTRACTOR or
Opcrating Company shall be paid monthly in Egyptian Currency.

(b) CONTRACTOR and Opcrating Company shall cach sclect its
employees and determine the number thereol, 1o be used [or operations
hereunder.

(c) CONTRACTOR, shall after consultation with EGPC, prepare and
carry out specialized traimming programs tor all 1ts A.R.E. emplovees
cngaged 1n operations  hercunder with respect to  applicable and
financial aspccts of the Petrolcum industry. CONTRACTOR. and
Operating Company shall give prelerence (o the employment of
qualified Egyplian nationals.

(d) During Exploration and Development phases, CONTRACTOR shall
give mutually agreed numbers of EGPC employees an opportunity
to attend and participatc 1n CONTRACTOR’s and CONTRACTOR s
Affiliated Companics training programs rclating to Exploration and
Development operations, with annual total cost one hundred thousand
U.S. Dollars ( $100,000) In the event that the total cost ol such
programs i less than one hundred thousand U.S. Dollars ( $ 100,000 )
in any Financial Ycar during such period, CONTRACTOR shall pay
EGPC the amount of the shortall within thirty (30) davs [ollowing Lhe
end ol such Financial Year. However, EGPC shall have the right that
said amount one hundred thousand U.S. Dollars ( $100,00() allocated
for training, be paid directly to EGPC for such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law No.
66 ol 1953 for Mines and Quarnes (excluding Article 37 thereol) and
its amendments and the regulations 1ssued tor the implementation
thereot, including the regulations for the safe and ethicient pertormance
of opcrations carricd out tor the execution of this Agreement and for
the conscrvation of the Pctrolcum resources of the A.R.E. provided
thal no regulations, or modification or inlerpretation thereol, shall
be contrary (0 or inconsislent with the provisions ol this A greement.
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(b) CONTRACTOR and Operaing Company shall be subject o Lhe

(¢)

provisions of thc Law No. 4 of 1994 concerning the cnvironment
and 1ls execulive regulation as may be amended, as well as any
laws or rcgulations may bc i1ssucd, concerning the protection of the
environment.

Except as provided 1n Article III (g) for Incomc Taxcs, EGPC,
CONTRACTOR and Operating Company shall be exempled I[rom
all taxes and duties, whether imposed by the GOVERNMENT or
municipalities including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporling or transporling ol Petroleum and LPG as well as any and
all withholding taxes that might otherwise be imposed on dividends,
interest, technical scrvice tees, patent and trademark rovaltics, and
similar items. CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR, or distributions of any income
to the shareholders of CONTRACTOR, and trom any tax on capital.

(d) The rights and obligations of EGPC and CONTRACTOR hercunder,

(e)

and tor the etfective term ot this Agreement shall be governed by
and in accordance with the provisions of this Agreement and can
only be altered or amended by the writlen mutual agreement ol the
said contraclung parties in the same procedures by which the onginal
A greement has been 1ssued.

The contraclors and sub-contractors ol CONTRACTOR and Operating
Company shall be subject to the provisions of this Agreement which
aftcct them. Insofar as all regulations which arc duly 1ssucd by the
GOVERNMENT apply trom time to time and are not in accord with
the provisions of this A grcement, such regulations shall not apply to
CONTRACTOR, Operating Company and their respective contractors
and sub-contractors, as the casc may be.

() EGPC, CONTRACTOR, Operating Company and their respective

contractors and sub-contractors shall tor the purposcs ot this
Agreemenl be exempled [tom all prolessional stamp dulies, 1mposts
and levies imposed by syndical laws with respect to their documents
and aclivities hereunder.
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(g) Alltheexempuons [rom theapplicationol the A.R.E. lawsorregulations
granled o EGPC, CONTRACTOR, the Operaung Company, heir
contractors and sub-contractors under this Agrcement shall include

such laws and regulations as presently 1n etfect or hereatter amended
or substituted.

ARTICLE XIX
STABILIZATION
In casc of changces 1n existing lcgislation or rcgulations applicable to the
conduct of Exploration, Development and production of Petroleum, which

lake place alter the Ellecuve Dale, and which sigmificantly allect the
economic inlerest ol this A greement 1o the detriment of CONTRACTOR
or which imposcs on CONTRACTOR an obligation to remit to the A.RE.

the proceeds from sales of CONTRACTOR s Petroleum, CONTRACTOR
shall notity EGPC of the subject legislative or regulatory measure and also

lhe consequent ellecls upon 1ssuing legislation or regulation which impact
on the stabilization. In such casc, thc Partics shall ncgotiatc possible
modifications to this Agreement designed to restore the cconomic balance
thereot which existed on the Eftective Date.
The Parties shall use their best ellorls 1o agree on amendments Lo this
A greement within ninety (9()) days from aforesaid notice.
These amendments Lo this Agreementl shall nol i any evenl dimimsh
or incrcasc the rights and obligations of CONTRACTOR as thesc were
agreed on the Eftective Date.
In case of the parties’ tailure to solve the disputes, Article XXIV of this
A greement shall be applied.

ARTICLE XX

RIGHT OF REQUISITION
(a) Incase of national emergency due to war or imminent expectation of

war or internal causes, the GOVERNMENT may requisition all or
part ol the production [tom the Area oblained hereunder and require
Opcrating Company to Incrcasc such production to the utmost
possiblc maximum. The GOVERNMENT may also requisition the
O1l and/or Gas field itself and, if necessary, related tacilities.
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In any such case, such requisition shall not be ellecled except aller
imviting EGPC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their
views with respect to such requisition.

The requisition of production shall be eftected by Ministerial Order.
Any requisition of an O1l and/or Gas ficld, or any rclated tacilitics
shall be citected by a Presidential Decree duly notified to EGPC and
CONTRACTOR.

Inthc eventof any requisition as provided above, the GOVERNMENT
shall indemmnily 1n [ull EGPC and CONTRACTOR [or the period

during which the requisition 1s maintained, including:

(1) All damages which resultl [rom such requisition; and
(2) Full repaymenl each month lor all Petroleum extracled by the
GOVERNMENT less the royalty share ot such production.

However, any damage resulting trom enemy attack 1s not within the

meaning of this paragraph (d). Payment hereunder shall be made

to CONTRACTOR 1 U.S. Dollars remittable abroad. The price .
paid to CONTRACTOR for Petrolcum taken shall be calculated 1n
accordance with Article VII (¢).

ARTICLE XXI

ASSIGNMENT |
Neither EGPC nor CONTRACTOR may assign to a person, firm or
corporation, in whole or 1 part, anv of 1ts rnights, privileges, duties or
oblizations under this A greement either directly or indirectly (indirect
assignment shall mean, [or example bul not imited Lo, any sale, purchase,
transfer of stocks, capital or assets or any other action that would change
the control of CONTRACTOR/CONTRACTOR MEMBER on its
sharc in the company’s capital) without the writtcn conscnt of the
GOVERNMENT, and 1n all casecs priority shall be given to EGPC, if
1l so desires, 1o oblain such 1nlerest intended (0 be assigned (except
assignment to an Alfiliated Company ol the same CONTRACTOR
Member).
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Without prejudice (o Article XXI (a) , CONTRACTOR may assign
all or any of 1ts rights, privileges, dutics and obligations undcr this
Agreement 0 an Alfihated Company ol the same CONTRACTOR/
CONTRACTOR Member, provided that CONTRACTOR shall
notity EGPC and the GOVERNMENT 1n writing and obtain the
wrlllen approval ol the GOVERNMENT on the assignment.

In the case ot an assignment either in a whole or 1n a part to an
Alfihated Company, the assignor together with the assignee shall
remain jointly and severally hable for all duties and obligations ot
CONTRACTOR under this Agrcement provided such Aftiliated
Company remains in the same capacity as an Alfiliated Company.

To enable consideration to be given to any request for such

GOVERNMENT s consent rcferred to 1n (a) or (b) above, the

following conditions must be fulfilled:

(1) The obligations of the assignor deriving from this A greement must

have been duly fulfilled as ol the date such request 1s made.

(2) The instrument of assignment must include provisions stating

prceiscly that the assignee 1s bound by all  covenants contained 1n
this Agreement and any modifications or additions 10 writing that
up o such ime may have been made. A dralt ol such mstrument ol
assignment shall be submitted to EGPC for review and approval

before being tormally ¢xceuted.

(3) The assignor(s) must submil 1o EGPC reasonable documents thal

(d)

evidence the assignee’s financial and technical competence, and

the documents that contirm the attiliation of such company to the
CONTRACTOR/CONTRACTOR MEMBER.

Anv assignmcent, sale, transter or other such convevance made

pursuant o the provisions ol this Article XXI shall be [ree of any
transter, capital gains taxes or related taxes, charges or tees including
without limitation, all Income Tax, Salcs Tax, Valuc Added Tax,

Stamp Duly, or olher Taxes or sumilar payments.
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Once the assignor and a proposed third parly assignee, other
than an Affiliatcd Company, have agreced the final conditions
ot an assignment, the assignor shall disclose 1in detarls such final
conditions, including the valuc of cach assignment deal valued in
U.S. Dollars, 1n a wrnitten notification to EGPC. EGPC shall have the
right lo acquire the mlterest intended (0 be assigned, 1 within ninety
(90) days from assignor’s written notification, EGPC delhivers to the
assignor a wrillen nouficauon that it accepts the same conditions
agreed to with the proposed third party assignece. It EGPC docs not
deliver such noufication within such ninety (90) day perniod, Lhe
assignor shall have the right to assign to the proposcd third party
assignee, subject to the Government approval under paragraph (a) of
this Article.

[n the event that EGPC exercises its option to acquire the interest
inlended 1o be assigned and 1l a joinl operaling agreement 18 not
already existing among the CONTRACTOR MEMBERS including
the assignor, EGPC and CONTRACTOR shall negotiate mn good
faith to cnter into a joint operating agreement, according to the modcl
published by the Association [or International Petroleum Negoliators
to finalize such agreement within onc hundred and twenty (120) days
trom EGPC’s notification. It EGPC and CONTRACTOR cannot
agrce on a joint operating agrcement within such onc hundred and
twenty (120) day period, the assignor shall have the right to assign
to the proposed third party assignee, subject to the Government
approval under paragraph (a) of this Article.

As long as the assignor shall hold anv interest under this A greement,
the assignor together with the assignee shall be jointly and severally
lhable tor all duties and obligations of CONTRACTOR under this
Agreement.

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL
The GOVERNMENT shall have the right to canccl this Agrecement
by Order or Presidential Decree, with respect to CONTRACTOR,
the tollowing instances:

(1) It 1t knowingly has submitted any ftalse statements to the

GOVERNMENT which were of a material consideration for the
execution of this A greement;
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(2) If it assigns any interest hereunder contrary (o the provisions of
Article X XI;

(3) Il1t1s adjudicated bankrupt by a courl ol compelent jurisdiction;

(4) II'1t does nol comply with any final decision reached as the result
ol courl proceedings conducted under Article XXIV (a);

(5) Il 1t mlentionally extracts any mineral other than Petroleum not
authorized by this Agrecement or without the authority of the
GOVERNMENT, cxcept such cxtractions as may be unavoidable
as the result of the operations conducted hercundcr 1n accordance
with accepted Petrolcum industry practice and which shall be
notificd to the GOVERNMENT or 1ts representative as soon as
possible; and

(6) It 1t commits any material breach ot this Agreement or of the

provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
A greement.
Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT
against CONTRACTOR 1n accordance with the provisions
ol (his Agreement, and, 1n the evenl ol such cancellation,
CONTRACTOR, shall have the nght (o remove [rom the Area
all 1ts personal property.

(b) II the GOVERNMENT deems (hat one ol the aloresaid causes
(other than a force majeure cause referred to in Article XXIIT)
exisls (0 cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninely (90) days wrillen notice personally served
on CONTRACTOR’s General Manager in the legally olficial
manner and receipl ol which 1s acknowledged by him or by his legal
agents, lo remedy and remove such cause; bul 1l [or any reason
such service 1s 1mpossible due to un-notified change of address,
publication 1n the Official Journal of the GOVERNMENT of such
notice shall be considered as valid service upon CONTRACTOR. It
at the end of the said nincty (90) dav notice period such causc has
not been remedied and removed, this Agreement mav be canceled
forthwith by Order or Presidential Decree as atorcsaid; provided
howcvcer, that 1f such causc, or the failurc to remedy or remove such
cause, results from any act or omission of one party, cancellation ot
this Agreement shall be eftective only against that party and not as
against any other party hereto.
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ARTICLE XXIII
FORCE MA JEURE
The non-performance or delay in performance by EGPC and
CONTRACTOR, or either ol them ol any obligation under this

Agrcement shall be excused 1f, and to the extent that, such non-

performance or delay 1s caused by force majeure. The period of

any such non-pcrformance or dclay, together with such period as
may be necessary tor the restoration of any damage done during
such delay, shall be added (0 the ume given 1n this Agreement [or

the performance of such obligation and for the performance of any

obligation dependent thereon and consequently, to the term of this
Agreement, bul only with respect (o the block or blocks alfected.

"Force Majeure” within the meaning of this Article XXIII, shall be any
acl ol God, insurrection, riot, war, strike, and other labor disturbance,
fircs, floods or any causc not duc to the fault or negligence of EGPC

and CONTRACTOR or etther of them, whether or not stmilar to the

foregoing, provided that any such cause 1s beyond the reasonable
conlrol ol EGPC and CONTRACTOR, or either ol them.

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsocver to EGPC and CONTRACTOR, or cither of them for any

damages, restrictions or loss arising in consequence of such case ot

force majeure hereinalter relerred 10 1n this Artcle.

It thc forcc majcurc cvent occurs during the initial Exploration
period or any exlension thereol and continues 1n ellect [or a penod
of six (6) months CONTRACTOR shall have the option upon nincty
(90) days prior written notice to EGPC to terminate 1ts obligations

hereunder without [urther hability ol any kind.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any disputc, controversy or claim arising out of or rclating to this

(b)

(¢)
(d)

Apgrcement or the breach, termination or invalidity thereot, betwecen
the GOVERNMENT and the parties shall be reterred to the jurisdiction
of the appropnate courts of A.R.E. to settle any dispute arising on the

mnlerpretation or the execution ol any term ol this A greement.

Any dispute, controversy or claim arising outl ol or relating to this
Agreement, or breach, termination or invalidity thercot between EGPC
and CONTRACTOR shall be settled by arbitration 1n accordance
with the Arbitration Rules of the Cairo Regional Center for
International Commercial Arbitration (the Center) in etfect on the
date of this Agreement, the approval of the Mimster of Petroleum
1s provided in case EGPC only turn to arbitration. The award of the
arbitrators shall be final and binding on the parties.

The number of arbitrators shall be three (3).

Each party shall appoint one arbitrator. If, within thirty (30) dayvs
aller receipl of the claimant’s notification ol the appointment ol an
arbitralor the respondent has nol noufied the claimant 1n writing ol
the name of the arbitrator he appoints, the claimant may request the
Cenler lo appoint the second arbitrator.

The two arbitrators thus appointced shall choosc the third arbitrator who
will act as the presiding arbitrator of the tribunal. If within thirty (30)
days atter the appointment ot the second arbitrator, the two arbitrators
have nol agreed upon the choice ol the presiding arbitralor, then either
parly may request the Secrelary General of the Permanent Courl ol
Arbitration at the Haguc to designate the appointing authority., Such
appointing authority shall appoint the presiding arbitrator in the same

way as a sole arbitrator would be appointed under Article 6.3 of the
UNCITRAL Arbitration Rules. Such presiding arbitrator shall be

—

a person ol a natonality other than A.R.E. or the nationality ol the
CONTRACTOR and ol a country which has diplomatic relations
with both A.R.E. and th¢ nationality of thc CONTRACTOR and
who shall have no cconomic interest 1n the Petrolcum business of the
signatories hereto.
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() Unless otherwise agreed by the parties o the arbitration, the arbitration,

mciuding the making of the award, shall take place in Cauvo, A.R.E. .

(g) The decision of the arbitrators shall be timal and binding upon the

(h}.

Egvplan Law shall apply to the dispule except that in the evenl of any

Parucs, including the arbitration fees and all the related 1ssues and the

cxcecution of the arbitrators decision shall be referred to the appropriate

—]

courts according to the Egvplian laws.

L1

conflict between Egvplian Laws and this Agreement, the provisions ol

_-_.l

this Agreement (including the arbitration provision) shall prevail. The

arbitration shall be conducted 1n both Arabic and English languages.

(1) EGPC and CONTRACTOR shall agree that if, for whatever rcason,

()

(b)

arbitration in accordance with the above procedure cannot take place,
all disputes, controversics or claims arising out of or relating to this
Agreemenl or the breach, lermimation or mvalidily thereol shall be
settled by ad hoc arbitration in accordance with the UNCITRAL Rules
in cftect on the Ettecuve Date.
ARTICLE XXV
STATUS OF PARTIES

The nghts, duties, obligations and hahiliies 1 respect ol EGPC and
CONTRACTOR hercunder 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 parinership.

CONTRACTOR shall be subject to the laws of the place where 1t
is mcorporated regarding its legal status or creation, organization,

charter and by-laws, sharcholding, and ownership.
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CONTRACTOR s sharcs of capital which arc entircly held abroad
shall not be negotiable 1in the A.R.E. and shall not be ollered
lor public subscription nor shall be subject o the slamp tax on
capital shares nor any tax or duty in the A.R.E.. Any procedure
carrted out by CONTRACTOR/CONTRACTOR MEMBER
in A.R.E. or outside A.R.E. that lcads to change of control of
the CONTRACTOR/CONTRACTOR MEMBER on ils share
in the company’s capital, shall be subject to the procedures and
provisions of Article IX "Bonuses” and Article XXI "Assignment”.
CONTRACTOR shall bc cxempted from the application of Law No.
159 of 1981 as amendced.

In case CONTRACTOR consists ol more than one member, all
CONTRACTOR Members shall be jointly and severally liable [or
the performance ot the obligations ot CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as lthe case may be, and lhell_
contractors shall: |

(a)

(b)

Give priority to local contractors and sub-contractors, includi‘ng
EGPC’s Alfihated Companies as long as lheir perlormance 1s

comparable with international performance and the prices ol (heir
services are not higher than the prices of other contractors and sub-
contractors by more than ten percent (10%).

Give prcterence to locally manufactured material, equipment,
machincry and consumables so long as their quality and time
of delivery are comparable (o inlernationally available maltenal,
equipmenl, machinery and consumables. However, such maleral,
equipment, machinery and consumables may be 1mported for
operations conducted hereunder 1t the local price of such items
at CONTRACTOR' s or Opcrating Company’s opcrating basc in
A.R.E. is morc than tcn percent (109%) higher than the price of such
imporied 1lems belore customs duties, bul alter transportation and
insurance costs have been added.
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ARTICLE XXVII
ARABIC TEXT

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

ol A.R.E., be relerred 0o 1 construing or mterpreting this Agreement;
provided howcever, that in any arbitration pursuant to Article XXIV herein
above between EGPC and CONTRACTOR the English and Arabic
versions shall both be referred to as having cqual foree in construing or

interpreting this A greement.

ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this A greement are solely

for the convenience ol the parties hereto and shall not be used with respect

to the interpretation of said Articles.

ARTICLE XXIX
COPIES OF THE AGREEMENT

This Agreementisissued of tour (4) 1dentical orginals, the Governm eﬁ_’t and
EGPC retain three (3) originals, CONTRACTOR retains one (1) origimal
ol this A greemenl L0 acl 1n accordance 1o 1ls provisions 1l necessary.

ARTICLE XXX

LEGAL HEADQUARTERES

The partics approved that the address supplemcented to their cntity 1n
the pretace 18 their chosen address tor notification, all notices sent and
correspondences received 1n such address are considered valid with
the outcome of all 1ts legitimate ctfects. In the cvent any of the partics
changes the aloresaid address, such Party shall notily the other Parly by a
rcgistered lctter upon reecipt otherwise, the correspondence only sent to
the atorementioned address 15 to be considered vahid with the outcome of

all 11s legiimale ellects.
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ARTICLE XXXI
APPROVAL OF THE GOVERNMENT

This Agreemenl shall not be binding upon any ol the parues herelo unless
and unul a law 1s 1ssued by the compelent authorities of the A.R.E.
authorizing the Minmster ol Petroleum (o sign this Agreement and
aiving this Agreement [ull force and ellect ol law notwithstanding any
countervailing Governmental enactment, and the A greementis signed by
tlhe GOVERNMENT, EGPC, and CONTRACTOR.

APACHE KHALDA CORPORATION LDC

In his capacity

NAIE, = —mmm oo o e e e e

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

N AL, = —mmm oo o e e

ARAB REPUBLIC OF EGYPT

In his capacity

Name: ---------n---mm- S
By: S

DATE:

1]
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ANNEX "A"
CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND EXPLOITAION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN
SOUTH ALAM EL SHAWISH AREA
WESTERN DESERT
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 1s a provisional illustrative map at an approximate scale of 1 : 600,000

showing the Area covered and allected by this Agreement.

- The Area measures approximately one thousand five hundred ninety
one square kilometers and five hundred thousand meters (1591. 5%)
ot surface Area. It 1s composed of all or part of Exploration Blocks,
the whole Blocks are defined on three (3) minules latitude by three
(3) minutes longitude grid.

- [t 15 to be noled that the delineation lines ol the Area 1n Annex "B"
arc intcnded to be only illustrative and provisional and may not show
accuralely their true position 1n relation to exising monumenlts and

gcographical fecatures.
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Coordinales of the corner points ol the Area are given 1n the [ollowing
lable which [orms an integral part of Annex "A" :-
BOUNDARY COORDINATES
OF
SOUTH ALAM EL SHAWISH AREA

WESTERN DESERT
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Excluded Area

POINT NO. LATITUDE LONGITUDE |
29° 37 00.00 ° 28° 11 ' 00.00 "
B | 290 35 0000 | 28" 11 00.00"

29° 35 ' 00.00° | 28° 09 ° 00.00 "
D | 297 36 0000° | 28" 09 00.00°
_ 00.00 " | 28° 10 ' 00.00

00.00 28° 10 00.00 "
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ANNEX{ B}
CONCESSION AGREEMENT FOR
PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN

SOUTH ALAM EL-SHAWISH AREA
WESTERN DESERT

ARE.
SCALE 1 : 600 000
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ANNEX "B”
SOUTH ALAM EL-SHAWISH AREA

27 54" 287 06 23"13 2871 30"

1.
1
F

LT

F

g

ANNEX (B ) (<) ala
CONCESSION AGREEMENT FOR 9y R e % 1o
PETROLEUM ABad) o J s Aall uﬁ Q] al Jil) 480400
EXPLORATION AND EXPLOITATION . O
BETWEEN Agg pdl s A4 ) e
THE ARAB REPUBLIC OF EGYPT 3
AND Jg el Aalal) &y pnal) Aig
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION S
AND s (63 Y O 9098 BANA LS
APACHE KHALDA CORPORATION LDC %
IN i ged] ale o gla ddlai,
SOUTH ALAM EL-SHAWISH AREA .
WESTERN DESERT Al £l sl
AR.E. LoE
SCALE 1 : 600 000 ven oY el Gl




VoAV Lo il A 3 () 56 Y suadl = K S5 1 YV

"1"&” . f
B V=1 EIZEN

J9 W aalzll dual | dimad
i 5 )| e g sgar el il aal 51 (g pall AaYT Gl oLl a3l
s b sgad DV el e S Y Sl Gaar W S A el O
o] Jles) ol deldl el gl s aanits paia) Lol astha; (a4l
Y ss e Y (Y, - e )wwmém CPSC . G S-S0 | A VI VK.
! hins) o 52 Jl cpiisS BB a2 ety o] 2aSeY ] Samedl LY ]
i Gl ol Sldas i )l Wl ll iy (" S5l o L
reS o L sl LY I I N oo ¥y (Y, oo o) O drees oo MY
N A3l e Sl ) 85l i Cond! 528 o I Ol (1) A1 D
U O U U B W | B B o35 0Pl gt 3yl
(&) & (! )mﬂhgu_a_.ajlh._b_d! | pealy So il e i Kb hay
o hpd! S0 ) Al e A e O Lad s A8t e A1 ALY el
e sl adls (g b

r JS it G ol 1 con gt paliall B stss ilaall sds ol o sgill e
SV N oe Ve (Vo) e K ke ST 58 S R
Do 0ds ol Sldas e oW S o ol jdT e 55,801 LS8N Sl
ol e e NS 1] piaiis e Slaisid] ods e ks JSs L e a JS
- Jskalls angll



WY YWY L sl A S () S Y il - e a4

ANNEX "C-1"
Letter of Guaranty

Letter of Guaranty No. --- (Calro ------------ 200--)
EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gentlemen,

The undcersigned, National Bank of Egypt ( or any bank opcrating in

A R.E. under the supervision of the Central Bank of Egypt and that has

credit rating not less than thatof A R.E. ) as Guarantor, hereby guarantees

to the EGYPITAN GENERAL PETROLUEM CORPORATION

( heremnatter referred to as "EGPC") to the linit of seven mullion
U.S. Dollars ($ 7,000,000 ), the perlormance by "APACHE KHALDA
CORPORATION LDC " (heremalter referred (o as "CONTRACTOR") ol

1ls obligations required [or Exploration operations (0 spend a minimum of
seven million U.S. Dollars ($7,000,000) during the initial three (3) vear
of the Exploration pcriod under Article 1V of the Conccession A greement
1ssued by Law NO. -—------mmmmm o (hereinalter relerred (0 as the
"Agreementl") covering SOUTH ALAM EL SHAWISH Area WESTERN
DESERT described 11 Annexes "A" and "B" ol said Agreement, by and

between the Arab Republic of Egypt (hereinafter reterred to as "A.R.E"),
EGPC and CONTRACTOR, dated ------- .

It 1s undcrstood that this Guaranty and thc liability of the Guarantor

hcreundcer shall be reduced quarterly, during the period of expenditure of

said seven million U.S. Dollars ($ 7,000,000) by the amount of money

expended by CONTRACTOR for such Exploration operations during each
such quarter. Each such reduction shall be established by the joint written

statement of CONTRACTOR and EGPC.




VY G il A 5 () 5 PN suadl = De S5 il VYA

S i3] e 50 sl aslel b < B i o Lol ol dngdl ol 13 L idls 3
Sl ¢ syl sde e gl M Ball B GLGYL aelpdl e SO SaYIadl - 6l

et o] o Lo gl el s oo ool M oliall e i s ] s 0, SOV
i e octadl Al cuty ! e S50 L e s
- L.a_,i s slaztl olbs 3 b iy
oo oS ] paliall s 13] N1 Jpadll 130 i pleall ol o N1 =
ool b & s ool Bl g B Oy 23U oL gl ol
5sS AL RWYl ede Gl ol oo = i) d e Dlaiadl 50 et s L 33,15
L Ll s pladl ol g o ol Jes = Y
j ¢ Al =y @Jb‘y,@ii (V) anw s Ol g (F) SO0 Uy (1)
RPN TP FR SO IRPCR ST RPN g s prwy bodis (&)
sl ecds o agp ol GYU AN YT sl st Jolills il bauss
. J.h,1 s |
b e sl e raliall i ol o oLl s 8 Rdlae o] o8 Ll - ¥
aud 3000 il oo S 130 Bean SN e sl olas - Ll
: ols e Jakall wiiy ol sl &L,l!
5o Bleiallada el Lall SWYL wsbel iy oy o Jolll o (1)
B! N SUall sl iy i o LW Gl ()
APEUTHINTPSN Lol gz o 1310 Ll L Glaadl llas 3ale ! < a1
o pladl GG Jous | gluatiy
g
s/ e 2,



WA YAV G kil A S () 5 Y suadl = Kl 5oy 2

In the event ol a claim by EGPC ol non-perlormance or surrender ol the
Agreementl on Lhe parl of CONTRACTOR pnor (o [ulfillment ol said
minimum cxpenditurce obligations under Article I'V of the A greement, there
shall be no hability on the undersigned Guarantor tor pavment to EGPC
unless and until such hability has been established by written statement of
EGPC seling lorth the amount due under the A greement.

It 1s a turther condition of this Letter of Guaranty that:
(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been informed 1in writing by CONTRACTOR

and EGPC that the Agreement between CONTRACTOR, A.R.E. and
EGPC has become ellective according (0 1ls lerms and said Guarantly

shall become cticctive on the Ettective Date of said A greement.

(2) This Letter of Guaranty shall in any event automatically expire:

(a) Three (3) vears and six (6) months after the date i1t becomes
elleclive, or

(b) At such timc as the total of the amounts shown on quartcrly joint
statcments of EGPC and CONTRACTOR cquals or cxceeds the
amount of said mimimum expenditure obligation, whichever 15
earlier.

(3) Consequently, any claim, 1n respect thereot should be made to the
Guarantor prior o either ol sald expiration dates at the latest
accompanicd by EGPC’s writtcn statcment, sctting torth the amount
of undcr-cxpenditure by CONTRACTOR to the ctfect that:

(a) CONTRACTOR has tailed to perform its expenditure obligations
relerred (0 1n this Guaranty, and

(b) CONTRACTOR has lailed 1o pay the expenditure deficiency Lo
EGPC,

Please return to us this Letter ot Guaranty 1n the event 1t does not

become eftective, or upon the expiry date.

Yours Faithlully,
Accountant ; -----------------m- - - et

Manager : —------===- ==
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Annex "C-2"
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference 1s made to this Agreement 1ssucd by virtue of law No.--
- ol 20.... by and between the Arab Republic of Egypl (A.R.E.) , The
Egvptian General Petrolcum Corporation (EGPC) , APACHE KHALDA
CORPORATION LDC (APACHE KHALDA), ("APACHE KHALDA"
hereinaller relerred to as "CONTRACTOR") .

APACHE KHALDA CORPORATION LDC which i1s the partner with
EGPC 1n the Concession A greement 1ssued by virtue of law No.------------
————————— , as Guarantor and on bchali of CONTRACTOR hercby undertakes
that, 1t CONTRACTOR spends during the three (3) vear tmtial Exploration

period less than the mimmmum amount specified [or such period ol seven
million U.S. Dollars ($7,000,000) (the diffcrence being hercunder described
as "Shorttall"), EGPC shall notity APACHE KHALDA CORPORATION |
LDC as CONTRACTOR and as Guarantor i writing of the amount of
the Shorttall. Within fitteen (13) days of receipt of said notice, APACHE
KHALDA CORPORATION LDC on behalt of CONTRACTOR shall pay
and / or transfer 1o EGPC a quantity ol Petroleum sufficient 1n value to

cover the Shortrall.

In case said Petroleum shall be transterred, 1t will be deducted from
APACHE KHALDA CORPORATION LDC share of Petroleum production

trom all 1ts Development Leases, pursuant to the terms of the Concession

Agreement [or Petroleum Exploration and Exploitaton i1ssued by virtue
of the law No.-----of----------- and said Pctrolcum shall be valued at the
time of the transfer to EGPC 1n accordance with the provisions of the

Concession Agreement, [rom which such share has been translerred.
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CONTRACTOR may at any ume belween the dale hereol and the dale on
which this guaranty shall expire submil a bank guaranty ol seven million
U.S. Dollars ($ 7,000,000) or of the value of the Shortfall in the form of
the bank letter of guaranty attached, 1n such event the provisions of this
cuaranty shall automatically lapse and be of no effect.

It 18 understood that this Guaranty and the responsibility of the Guarantor
under this Guaranty shall be reduced quarterly by the amounts spent by
CONTRACTOR through the Operating Company and approved by EGPC.
This guaranty shall cxpirc and become null and void on the date six (6)

months atter the end of the mitial three (3) year Exploration period or
on the datc EGPC contirms that CONTRACTOR tulfilled its obligations

hereunder.
Yours Faithfully,

APACHE KHALDA CORPORATION LDC
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ANNEX "D”
CHARTER OF OPERATING COMPANY
ARTICLE 1

A joint stock company having the nationality of the ARAE REPUBLIC OF
EGYPT shall be lormed with the authonzation ol the GOVERNMENT in
accordance with the provisions of this A greement reterred to below and of
this Charter.

The Company shall be subject to all laws and regulations 1n torce in the

A.R.E. 1o the exlenl that such laws and regulations are nol inconsistent
with the provisions of this Charter and the A greement referred to below.

ARTICLE 11
The name ot the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR betore the date of the Minister’s of
Petroleum approval of the Development Lease and shall be subject to the
approval of the Minister of Petrolcum.

ARTICLE III ..
The Head Office of Opcrating Company shall be in the A.R.E. in Cairo. |

ARTICLE 1V o
The object of Operating Company is to act as the agency through which
EGPC and CONTRACTOR, carry oul and conducl the Development
operations required 1 accordance with the provisions ol the A greement
signed on the ------ day of ---—--cemmm- by and between the ARAB
REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL PETROLEUM
CORPORATION and CONTRACTOR covering Petroleum operations
SOUTHALAM EL SHAWISH Arca , Western Desert described thercin.
Operating Company shall be the agency to carry out and conduct
Exploration opcrations on the datc 1t comces into cxistence pursuant to
Work Programs and Budgels approved in accordance with the Agreement.
Opcrating Company shall kcep account of all costs, cxpenscs and
expenditures lor such operations under the terms ol the Agreement and
Anncx "E" thercto.
Operaling Company shall not engage 1n any business or undertake any
activity bevond the performance of said opcerations unless otherwisc agreced
upon by EGPC and CONTRACTOR.
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ARTICLE V¥V
The authonzed capital of Operaing Company 1s twenly thousand (20,000)
Egvptian Pounds divided nto five thousand (5,000) sharcs of common
stock with a valuc of four Egvptian Pounds per share having cqual voting
rights, tully paid and non-assessable.
EGPC and CONTRACTOR shall each pay tor, hold and own, throughout
the lile of Operating Company, one hall (1/2) ol the capilal stock of
Operaling Company provided (hat only in the event that either party should
transter or assign the whole or any percentage ot its owncership intercst in
the cntircty of the Agreement, may such transterring or assigning  party
transfer or assign anv of the capital stock of Operating Company and,
in that event, such transterring or assigning party (and 113 successors
and assignees) musl transler and assign a stock mlerest in Operaung -
Company equal 1o the translerred or assigned whole or percentage ol 1ls
owncrship interest in the entirety of the said A greement.

ARTICLE VI
Opcrating Company shall not own any right, titlc, intcrest or cstate in

or under thc Agrcement or any Development Leasce created thercunder

or in any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, equipment or
olther property obtained or used 1in connection ltherewith, and shall not
be obligaled as a principal lor the financing or performance ol any ol
the dutics or obligations of cithcr EGPC or CONTRACTOR undcr the
Agreement. Operating Company shall not make any profit from any source

whatsoever.
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ARTICLE VII
Operating Company shall be no more than an agent [or EGPC and
CONTRACTOR. Wheneveritis indicated herein that Operaing Company

shall decide, lake action or make a proposal and the like, 1l 1s understood

that such decision or judgment 1s the result of the decision or judgment
ol EGPC/CONTRACTOR or EGPC and CONTRACTOR, as may be

required by the A greement.

ARTICLE VIII
Operating Company shall have a Board ol Direclors consisting ol eight
(8) members, [our (4) of whom shall be designated by EGPC and the other
four (4) by CONTRACTOR. The Chairman shall be designatled by EGPC
and shall also be a Managing Direcltor. CONTRACTOR shall designate
lhe General Manager who shall also be a Managing Direclor.
ARTICLE IX
Meelings ol the Board ol Direclors shall be valid 1l a majority ol the

Direclors are present and any decision laken al such meelings must have
lhe alirmative vole ol five (3) or more ol the Direclors; provided, however,
that any Director may be represented and vote by proxy held by another
Drrector.

ARTICLE X

General meetings of the Shareholders shall be valid it a majority ot the

capital stock ot Operating Company 1s represented thereat. Any decision
taken at such meetings must have the affirmative vote of Shareholders
owning or representing a majority of the capital stock.
ARTICLE XI

The Board ot Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of Operating Company
emploved directly by Operating Company and not assigned thereto by
CONTRACTOR and EGPC.
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The Board shall, in due course, draw up lthe By-Laws ol Operaling
Company, and such By-Laws shall be ellecive upon being approved by
a General Meelng of the Shareholders, 1n accordance with the provisions
ol Arucle X hereol.
ARTICLE XII

Operaling Company shall come 1nto existence within thirty (30) davs
aller the date ol the Minister’s ol Petroleum approval ol a Development
Lease, whether [or O1l or Gas , as provided [or in the Agreement (unless
olherwise agreed by EGPC and CONTRACTOR).

The duration of Operating Company shall be [or a pennod equal to the

duration ol the said Agreement, including any renewal thereol.
The Operaung Company shall be wound up 1l the A greement relerred (o

above 1s lerminaled [or any reason as provided [or therein.

APACHE KHALDA CORPORATION LDC
In his capacity

NATTIE, === —mm o m oo e e e e

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

NATNE! = mmmm e e e e e e
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:
The detinttions contained 1n Article I of the A greement shall apply to
this Accounting Procedure and have the same mcanings.

(b) Statements of activity:

(1)

(2)

CONTRACTOR shall, pursuant o Arucle IV ol this Agreement,
and until the coming into existence of the Operating Company
- 1n accordancce with Article VI of the Agreement - render to
EGPC within thirty (30) days ol the end ol each calendar quarler
a Slalement ol Exploration Acuvily rellecting all charges and
credits related to the Exploratton Operations tor that quarter
summarized by appropriate classifications indicative of the nature
lhereol.

Following 1ls coming 1mnto existence, Operaling Company shall
render to EGPC and CONTRACTOR within fifteen (15) davs
of the end of cach calendar quarter a Statcment of Development
and Exploration Activity reflecung all charges and credits related
lo the Development and Exploration operations lor thal quarler
summarized by appropriate classifications indicative ot the nature
thereol, excepl thal ilems ol controllable malerial and unusual
charges and credits shall be detailed.

Pursuant to Article VII, EGPC shall audit and approve each
statcment of Development and Exploration Activity submitted
by the CONTRACTOR or the Operating Company (as lhe case
may be). Any comments made by EGPC shall be reflected by the
CONTRACTOR or the Operating Company (as the case may be)
on the Statecment produced for the next calendar quarter.

(¢) Adjustments and Audits:
(1) Each quarterly Statement ot Exploration Activity pursuant to

Article I (b) (1) ot this Annex shall conclusively be presumed to
be truc and correct atter three (3) months tollowing the reccipt of
each Stalement by EGPC unless within the said three (3) months
EGPC takes written exception thereto pursuant to Article I['V (1) of
the A greement. During the said three (3) month period supporting
documents will be available tfor inspection by EGPC during all
working hours.



YAV G il A 5 (3) 50 PN suadl = Keew S50 1 VA

slis lngll o0l G L Jslial 080 ¢ i ) SRR sds c st
o bdaaldl aildl a8 8]l DU dasl e
5 k) s 2t iy 5T o ol B! By Aol UL 33 (1)
iy dovoeos Mo aas Godll e S0 JN B e (Y) (O
woedd| Gz | 131 %] QUL Gl WDy 0l ,g.:-l (¥) OO0 sy asly
el ods . S esl () SN Y oS Lde B !
o Gl g dST o1 Dl ST il e Y 08 BusSAL esl (¥ sl
e L ol elaiiadly Lo s eoldanll 2asli)] 28,501 llue das | 4
oo () 58 Al )5l 8 e (ol B ol i S Sl
. i3l
: ol figad (2)
amin b Al | Ol L AW 38,801 50 o Sl a3 ] 500 l.J-w.E B
ldl 18 iSe oY Saond | LY I S s Oods s ol g 8 Soudls
6 el AU Ol W Comy ¢ 800N sl OLY M O Y & ]
iS5 aasad OGN I Ol Yo ) el acd U od ol laadl 88T J o
I sl 5 s rall A clidl e olall sl el gl mnd Ui
DU @l Y e e A ol B, L o] s wud ol il o
O peall and L SNV sumadl SN O Y I 1 LS50 0N susud
isbdl (B 0ad ¢ e et Sl Gl sy ) Aaad! 0dp o1,
- O a b g gl e g ol B it S o VY
sliall Oled b olindl s 3 teanad) Syall Jand Jou Lo
S0l S I ALY el S S Y e i 3 i)



VAo YW el A 3 () K0 Ty suadl = e )l B 4

CONTRACTOR will have the same audit nghts on Operaling
Company Statcments as EGPC undcr this sub-paragraph.

(2) All Statements of Development and Exploration Activity tor
any calcndar quarter pursuant to Article I (b) (2) of this Anncx,
shall conclusivelv be presumed to be true and correct three (3)
months following the receipt of such Statcment, unless within
the said three (3) month period EGPC or CONTRACTOR takes
wrillen exceplion lherelo. Pending expiration ol said three (3)
months EGPC or CONTRACTOR or both of them shall have
the right to audit Operating Company accounts, records and
supporting documents tor such quarter in the same manner as
provided 1n Arucle I'V (I) ol the Agreement.

(d) Currency Exchange:

CONTRACTOR’s books [or Exploration and Operating Cr;)mpany g

books for Decvelopment and Exploration, if any, shall be kept in |

the A.R.E. in U.S. Dollars. All U.S. Dollars expenditures shall be

charged 1n the amount expended. All Egyplian Pounds expendilures
shall be converted to U.S. Dollars at the applicable rate ot exchange
1ssued by the Central Bank ol Egypl on the first day ol the month
in which cxpenditurcs arc recorded, and all other non-U.S. Dollars
expenditures shall be translated (o U.S. Dollars al the buving rate
of ¢xchange for such currency as quotcd by National Westminster
Bank Limited, London at 10.30 a.m. G.M.T., on the first day ol Lhe
month 1n which expenditurces arc recorded. A record shall be kept of
the exchange rales used 1n translating Egvptian Pounds or other non-

U.S. Dollars cxpenditures to U.S. Dollars.
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(e) Precedence of Documents:
In the event of any inconsistency or contlict between the provisions
ot this Accounting Procedure and the provisions of the Agreement
trcating the samce subject difterently, then the provisions of the
Agreement shall prevail.

(1) Revision of Accounting Procedure:
By mutual agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised 1n wriling [rom ume Lo
time 1n the light of tuture arrangements.

(g) No Charge for Interest on Investment:
Interest on investment or any bank fees, charges or commissions
rclated to any bank guarantccs shall not at any time be charged as

rccoverable costs under the A greement.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subjcct to the provisions of the Agreement, CONTRACTOR shall alone
bcar and, dircctly or through Opcerating Company, pay the tollowing costs
and expenses, which cosls and expenses shall be classified and allocaled
lo the activities according lo sound and generally accepled accounling
principles and (realed and recovered 1n accordance with Article VII of this
A greement:
(a) Surface Rights:

All dircet cost attributable to the acquisition, rcnewal or

rclinquishment of surtace rights acquired and maintained 1n torce

for the Arca.
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(b) Labor and Related Costs:

(1) Salariecs and Wages, which was approved by EGPC, of
CONTRACTOR’s or Operaing Company’s emplovees, as Lhe
case may be, directly engaged 1n the various activities under the
Agreement including salarics and wages paid to gcologists and
other emplovees who are lemporanly assigned (o and employed
in such activities.

Reasonable revisions ol such salarnes and wages shall be ellecled
to take into account changes in CONTRACTOR’s policies and
amcndments of laws applicable to salaries. For the purposc of
this Arucle II (b) and Arucle II (¢) ol this Annex, salarnes and
wages shall mean the assessable amounts for A.R.E. Income
Taxcs, including the salarics during vacations and sick lcaves,
but excluding all the amounts of the other items covered by the
pereentage fixed under (2) below.,
(2) For expatriate employees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;
2. Cost of established plans; and
3. All travel and relocation costs of such expatriate employees and their
[amilies 1o and [rom the emplovee’s counlry or poinl ol origin al
the time ot employment, at the time ot separation, or as a result of

transfcr from onc location to another and for vacation (transportation

L1

costs [or emplovees and their lamilies (ranslermng [rom the A.R.E.
to another location other than their country of origin shall not be

charged to A.R.E. Opcrations).
Costs under this Article [T ( b ) ( 2 ) shall be deemed to be equal to

scventy percent (70 %) or applicd percentage, which 1s lesser, of basic
salanes and wages paid [or such expalnate personnel mcluding those
paid during vacations and sick leaves as established i CONTRACTOR's
intcrnational policics, chargeable undcer Article I1 (b) (1), Article I (1) of

Lthis Annex.
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However, salanes and wages during vacations, sick leaves and disability
arc covered by the forecgoing percentage. The percentage outlined above

shall be deemed (o rellect CONTRACTOR s actual costs as of the Ellective

Date with regard to the following benefits, allowances and costs :-

1. Housing and Utilities Allowance.

1D

Commodities and Services Allowance.

(W

. Speclal Rental Allowance.

Vacation Transportation Allowance.

ook

Vacation Travcl Expensc Allowance.,

6. Vacauon Excess Baggage Allowance.
7. Education Allowanccs (Children of Expatriatc Employceces).
8. Hvpotheucal U.S. Tax Olflsel (which results 1n a reduction ol the

chargeable percentage).

9. Storage ol Personal Ellects.

10. Housing Returbishment Expensec.

11. Properly Management Service Fees.

12. Rcecercation Allowance.,

13. Reurement Plan.

14. Group Lite Insurance.

15. Group Medical Insurance.

16. Sickness and Disability. -

17. Vacation Plans Paid (cxcludi’ng Allciwablc Vacation Travel Expenscs).
18. Savings Plan.

19. Military Scrvice Allowancec.
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20. FI.C.A.

21. Workman’s Compensalion.

22. Fedceral and State Uncmployment Insurance.

23. Personnel Transter Expense.

24. National Insurance.

25. Income taxes on above additional benefits,

The percentages outlined above shall be reviewed at intervals of three (3)
vears [rom Lhe Ellective Dale and al such ime CONTRACTOR and EGPC

will agree on ncw percentages to be used under this paragraph.

Revisions of the percentages will take into consideration variances 1n costs
and changes 1n CONTRACTOR s international policies which change or
cxclude any of the above allowances and benctits.

The revised percentages will reflect as nearly as possible CONTRACTOR s
actual costs of all 1ts established allowances and benetits and of personnel

lranslers.

(3) For cxpatriatc cmployces tcmporarly assigned to Egypt
all allowances, costs of established plans and all travel
relocation costs for such expatriates as paid 1n accordance with
CONTRACTOR's 1nternational policies. Such costs shall not
include any administrative overhead.

(4) Costs of expenditure or contributions made pursuant to law or
assessmenl 1mposed by Governmentlal authority which are
applicable to labor cost of salarics and wagces as provided under
Article I1 (b) (1), Article IT (b) (2) and Article II (1) of this Annex.

(c) Benefits, allowances and related costs of national employees:
Bonuses, overime, customary allowances and benefils on a basis
stmilar to that prevailing for O1l companics opcerating in the A.R.E., all
as chargeable under Article II (b) (1) and Article I1 (1) of this Annex.
Severance pay will be charged al a fixed rale applied Lo payrolls
which will cqual an amount cquivalent to the maximum liability for

severance payment as required under the A.R.E. Labor Law.
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(d) Material :
Matcrial, cquipment and supplics purchascd or furnished as such by
CONTRACTOR or Operating Company.
(1) Purchases:

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

(2) Material Furnished by CONTRACTOR:
Malenal required for operations shall be purchased directly whenever
praclticable, except that CONTRACTOR may [urnish such matenal
[Tom CONTRACTOR’s or CONTRACTOR’s Alfihated Companies

slocks outside the A.R.E. under the [ollowing conditions:
1. New Material (Condition "A") :
New Material transterred trom CONTRACTOR’s or CONTRACTORs
Attiliated Companics warchousc or other propertics shall be priced at cost,
providcd that the cost of matcrial supplicd 1s not higher than international
prices tor material of similar quality supplicd on sumilar tecrms, prevailing
at the time such matcrial was supplicd.
2. Used Material (Conditions "B" and "C") :
a) Material which 18 in sound and scrviceable condition and 1s suitable
for reuse without reconditioning shall be classed as Condition
"B" and priced at seventy-five percent (75%) of the price of new
material.
b) Material which cannot be classified as Conditton "B" but which 1s
serviceable [or onginal [unction but substantally not sumlable [or
recondititoning, shall be classed as Condition "C" and priced at filly

percenl (30%) ol the price ol new maltenal.
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¢y  Malerial which cannot be classified as Condition "B" or Condition

"C" shall be priced at a value commensurate with 1ts use.

d) Tanks, buildings and other equipment involving erection costs shall

be charged al applicable percentage ol knocked - down new price.

(3) Warranty of Materials Furnished by CONTRACTOR :
CONTRACTOR docs not warrant the matcrial furnished bevond
or back of the dcaler’s or manufacturcr’s guaranty; and 1 casc of
dcfective material, credit shall not be recorded until adjustment
has been received by CONTRACTOR from manutacturers or
their agents.

[t 15 understood that the value ot the Warehouse stock and spare
parts shall be charged to the cost recovery category defined above,
only when used 1n operations.

(e) Transportation and Employee Relocation Costs:

(1) Transportation ol equipment, materials and supplies nei:és.‘sziry |
[or the conduct of CONTRACTOR’s or Operating Cumpan}f"ﬁ
acliviles.

(2) Business travel and transportation expenses to the exient covered
by established policies of CONTRACTOR or with regard (o
expalrnale and national emplovees, as incurred and paid by, or
for, cmplovees 1n the conduct of CONTRACTOR’s or Opcrating
Company’s business. |

(3) Employees transportation and rclocation costs tor national
cmployces to the cxtent covered by cstablished policics.

(T) Services:
(1) Outside services: The costs of contracts for consultants, services

and utilities procured trom third parties.
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-

(2) Cosl ol services perlormed by EGPC, by CONTRACTOR or

by their Atfilated Companies 1n tacilities inside or outside the
A R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be pertormed and
charged by EGPC and/or CONTRACTOR or their Attiliated
Compames al an agreed contracled price. Major projects
involving engineering and design services shall be performed by
EGPC and/or CONTRACTOR or their Alfihated Companies at a
negotiated contract amount.

(3) Useof EGPC’s, CONTRACTOR’s or their Affillated Compames’

wholly owncd cquipment shall be charged at a rental rate
commensurate with the cost of owncership and opcration, but not
1n ¢xcess of competitive rates currently prevailing in the A.R.E. .

(4) CONTRACTOR’s and CONTRACTOR’s Alfihatled Companies’
rates shall not include any admimistrative or overhead costs.

(g) Damages and Losses:

All costs or expenscs, nceessary to replace or repair damages or
losses 1ncurred by fire, [lood, storm, thelt, accident or any other
cause nol controllable by CONTRACTOR or Operating Company
lhrough the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall turnish EGPC and CONTRACTOR

written notice of damages or losses incurred 1n excess of ten
thousand ($10,000) U.S. Dollars pcr occurrence, as soon

as practicable after report of the samc has been  reccived by

CONTRACTOR or Opcrating Company.
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(h) Insurance and Claims:
The cost of any public hability, property damage and other 1nsurance
against liabilites of CONTRACTOR, Operating Company and/or
the parties or any of them to their employvees and/or outsiders as may
be required by the laws, rules and regulations of the GOVERNMENT
or as Lhe parlies may agree upon. The proceeds ol any such insurance

or claim collected, less the actual cost of making a claim, shall be

crcedited against operations.

It no msurance 1s carned for a particular risk, 1n accordance with
good international Oil ficld practices, all related actual expenditurcs
incurred and paid by CONTRACTOR or Operaung Company 1n

settlement of any and all losses, claims, damages, judgments and

any other cxpenscs, including lcgal services.

(1) Indirect Expenses:
Camp overhcad and facilitics such as shore basc, warchouscs, water
systems, road syslems, salaries and expenses ol field supervisory
personnel, field clerks, assistants, and other general emplovees
indirectly scrving the Arca.

(J) Legal Expenses:
All costs and cxpenscs of litigation, or lcgal scrvices othcrwise
necessary or expedient tor the protection ot the Area, mcluding
attorncy’s tees and expenscs as hercinatter provided, together with
all judgments oblained against the parties or any ol them on account
ot the operations under the A greement, and actual expenses incurred
by any party or partics hercto 1n sccuring cvidence tor the purposc of
delending against any action or claim proseculed or urged against
thc opcrations or the subject matter of the Agreement. In the cvent
actions or claims allecting the interests hereunder shall be handled
by the legal statf of one or more of the parties hereto, a charge
commensurate with cost of providing and tfurnishing such scrvices

may be made Lo operations.
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(k) Taxes:
All taxcs, dutics or Ievies paid in the A.R.E. by CONTRACTOR or
Operating Company with respect to this Agreement other than those
covered by Article 111 (g) (1) of the Agreement.

(1) Continuing CONTRACTOR Costs:
Costs of CONTRACTOR activitics requircd under the Agreement

—

and 1ncurred exclusively 1n the A.R.E. alter Operauing Company 1s

formed. No sales expenses incurred outside or inside the A.R.E. may
be recovered as a cosl.

(m) Other Expenditures:
Any cosls, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article 11,
incurred by CONTRACTOR or Opcrating Company undcr approved
Work Programs and Budgets.

ARTICLE 111
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

Atreasonable intervals as agreed upon by EGPC and CONTRACTOR |

inventorics shall be taken by Opcerating Company of the opcrations
malenals, which shall include all such malenals, phvsical assets and
conslruction projects. Wrillen notice ol mlention Lo lake 1mventory
shall be given by Operating Company to EGPC and CONTRACTOR
al least thirty (30) days belore any inventory 1s 1o begin so that EGPC

and CONTRACTOR may be represented when any inventory 18 taken.
Fallure of EGPC and/or CONTRACTOR to bec represented at an
iventory shall bind them to accept the inventory taken by Operating
Company, who shall 1n that cvent turnish the party not represcented
with a copy thereotf.
(b) Reconciliation and Adjustment of Inventories:
Reconciliation of mventory shall be made by CONTRACTOR and
EGPC, and a list of overages and shortages shall be jointly determined
by Operating Company and CONTRACTOR and EGPC, and Lhe
inventory adjusted by Opcerating Company.
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ARTICLE 1Y
COST RECOVERY
(a) Statements of Recovery of Costs and of Cost Recovery Petroleum:
CONTRACTOR shall, pursuant to Articlc VII of thc Agreement,
render 1o EGPC as promply as practicable but not later than fifteen
(15) days after reccipt from Opcerating Company of the Statcments

[or Development and Exploration Activity lor the calendar quarter a
Statement for that quarter showing:

1. Recoverable costs carned [orward [tom the previous quarler, 1l any.

2. Recoverable costs incurred and pard during the quarter.

3. Tolal recoverable cosls lor the quarter (1) + (2).

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

5. Amount of costs recovered for the quarter.

6. Amount of rccoverable costs carried into the suceecding quarter, 1f any.

~

Excess, 1t any, of the value of Cost Recovery Petroleum taken and
scparatcly disposcd of by CONTRACTOR. over costs recovered for
the quarter. .
Pursvant to Article VII, EGPC shall audit and approve cach
Statement ol Development and Exploration Activily submitled by
lhe CONTRACTOR and the tolal productuon and pricing related o
the relevant calendar quarter. Any comments made by EGPC shall be
rellected by the CONTRACTOR on the stalementl produced [or the
next calendar quarter.

(b) Payments:

If such Statement shows an amount due EGPC, payment of that
amount shall b¢c madc in U.S. Dollars bv CONTRACTOR with
the rendition of such Statement. If CONTRACTOR fails to make
any such payment to EGPC on the datc when such pavment 1s duc,
then CONTRACTOR shall pay 1nterest of two and one half percent
(2.5%) pcr annum higher than the London Interbank Borrowing
Ollered Rale (LIBOR) for three (3) months U.S. Dollars deposits
prevailling on thce datc such interest is calculated. Such interest

paymenl shall not be recoverable.
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(c) Settlement of Excess Cost Recovery Petroleum:

EGPC has the nght to take 1ts entitlement ol Excess Cosl Recovery
Pelroleum under Article VII (a) (2) of the Agreemenl 1n kind during
the said quarter. A scttlement shall be required with the rendition of
such Statcments in casc CONTRACTOR has taken morc than its
own entitlement of such Excess Cost Recovery Petroleum.

(d) Audit Right:

EGPC shall have a pertod of twelve (12) months from receipt ot any
Stalement under this Article IV 1n which to audit and raise objection
lo any such Slalement. EGPC and CONTRACTOR shall agree on
any rcquired adjustments. Supporting documents and accounts will
be available to EGPC during said twelve (12) month period.

ARTICLE V
CONTROL AND MA JOR ACCOUNTS

(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an olflselling contra account o control therein the
total amount of Exploration cxpenditurcs reported on Statcments

of activity prepared per Article 1 (b) (1) of this Anncx, less any

reductions agreed to by EGPC and CONTRACTOR following

written exceptions taken by a non-operator pursuant to Article I (¢)
(1) of this Anncx, in order to detcrmine when minimum Exploration
obligations have been met.

(b) Cost Recovery Control Account:
CONTRACTOR will establish a Cosl Reu‘n ew’ Control Account
and an oll-setling contra account Lo control therein the amount of
cost remaining to be recovered, if any, the amount of cost recovered
and the valuc of Excess Cost Recovery Petrolecum, 1f any.

(c) Major Accounts:
For the purpose of classitying costs, expenses and expenditures for
Cost Recovery as well as tor the purpose of establishing when the
minimum Exploration obligations have been mel, cosls, expenses
and expendilures shall be recorded 1n major accounts including the
tollowing:

- Exploration Expenditures;
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- Development Expenditures other than Operating Expenses;

- Operating Expenses;
Nceessary sub-accounts shall be used.
Rcvenue accounts shall be maintained by CONTRACTOR to the
exlent necessary [or the control of recovery ol cosls and the treatment
ot Cost Recovery Petroleum.

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS
It 1s understood that CONTRACTOR shall be subject 1o Egyplian

Income Tax Laws excepl as olherwise provided in the Agreemenl, that
any A.R.E. Income Taxes paid by EGPC on CONTRACTOR’s behalf
constitute additional incomc to CONTRACTOR, and this additional

incomce 1s also subject to A.R.E. income tax, that is "grossed up".
"CONTRACTOR’s annual income”, as delermined 1n Artucle III {g) (3)
of this Agreement, less the amount equal to CONTRACTOR s grossed-
up Egyptian income tax liability, shall bc CONTRACTOR s "Provisional
Income”.
The "gross-up value" 1s an amount added to Provisional Income to give
"Taxable Income”, such that the grossed-up value 135 equivalent to the
A.R.E. Incomc Taxcs.

THEREFORE:
Taxable Income = Provisional Income plus Gros Serd—up Value

and
Grosscd-up Value = A.R.E. Incomc Tax on Taxablc Incomec.

If the "A.R.E. Incomc Tax ratc", which mcans the cifcctive or

composile ax rale due (o the vanous A.R.E. laxes levied on 1ncome or

profits, 1s constant and not dependent on the level of income, then:
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Grossed-up Value = A R.E. income tax rale TIMES Taxable Income.
Combiming the first and last equations above
Provisional income X Tax Rate

Grosscd-up Value =

| - Tax Rate
Where the tax rate 1s expressed as a decimal.
The above computlations are illustrated by the lollowing numencal example.
Assuming that the Provisional Income is $10 and the A.R.E. Income Tax
ratc 18 torty percent (40%), then the Grossed-up Valuce 1s cqual to:

$10X 04 =5%06.67

1-04
Therefore:
Provisional income $10.00
Plus Grossed-up Value 6.67
Taxablc Income $16.67 o
Less: A.R.E. Income Taxes at 40% 6.67

CONTRACTOR’s Income after taxes $ 10.00
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