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AMENDMENT AGREEMENT OF THE CONCESSION
AGREEMENT

ISSUED BY LAW NOQO. 155 OF 1963 AS AMENDED
AND LAW NGO, 47 OF 1975 AS AMENDED
FOR

PETROLEUM EXPLORATION, DEVELOPMENT AND
EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
EDISON INTERNATIONAL S.p.A.
IN
ABU QIR AREA
MEDITERRANEAN SEA
AR.E

This Amendment Agrecment made and entered on 1his day
of . 2008, by andd between the ARAB REPUBLIC OF BGYPT
(hereinafter  referred  to variously as  "ARE"T or as  the
"GOVERNMENT"), the EBGYPTIAN GENERAL PETROLEUM
CORPORATION, a lcgal entity created by Law No. 167 of 1958 as
amended  (hereinafter  referred to as "EGPCY)  and  EDRISON
INTERNATIONAL S.p AL s jomt stock company ofganized and exisung
under the faws of ITALY (hereinaller referred 1o as "EIHSON ¥ or as
"CONTRACTOR™ )
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PREAMBLE

WHEREAS, all minerals including petroleum, existing in mines and
quarties in AR.E., including the tervitorial waters, and n the seabed
subject to s jurischction and extending beyond the temitonal waters, are
the property of the State; and

WHEREAS, EGPC is the sole holder of all nights and privileges m the
Main Abu Qir and West Abu Qi Development Lease areas and in the
North Abu Qir Development Lease area | and

WHEREAS, EGPC and CONTRACTOR desire 1o amend all the terms
and conditions of the concession agreement issued by law No. 155 of
1963 as amended with respect to the Development Leases of Main Abu
Qir and West Abu Qir and amend law No. 47 of 1975 as amended with
respect to the Development Lease of North Abu Qir. Therefore all the
provisions and terms of this Amendment Agreement shail be applied
with respect to the Main Abu Qir, North Abu Qir and West Abu Qir
arcas from the Effective Date of this Amendment Agreement . The Area
{as defined below} is governed by the terms of this Amendment
Agreement only | and the terms of law No. 155 of 1963 3¢ amended and
law No. 47 of 1973 as amended will not apply 1o the Area; and

WHEREAS, EGPC has applied to the GOVERNMENT for un exclusive
concession for the Turther exploration and explottation of petroleum in
and throughout the arvea referred 1o Article i The Area wnciudes two
sub-areas as foitows: {1} the part of the Area that includes the existing
North Aby Qir field (hereinafter referred 10 a8 "Sub-Area A7) and {31) the
part Of the Area that includes the existing West Abu iy field and the
gxisting Main Abu Qir field {(hereinafier referred to as "Sub-Area B")
(Sub-Area A and Sub-Ares B together hereinafler referred o us the
"Arca”" and each as a2 "Sub-Aren’), each as described in Annex "A" and
shown approximately on Annex "BY, which are attached hereto and made
part hereot. and
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WHEREAS, the Area 15 comprised of (i) all formations in the Area down
to the Sidi Salem (inclusive) (hereinafter referred to as the "Shallow
Horizon™ or "SH" ), and (11) all formations in the Area bclow the Sidi
Salem (hereinafter referred to as the "Deep Horizon" or "DH" }; and
WHEREAS, the CONTRACTOR agrees to undertake its obligations
provided hereinafter with respect to the Exploration, Development and
Production of Petroleum in the Area; and
WHEREAS, the GOVERNMENT desires hereby to grant such
concession; and
WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter mnto an Amendment Agreement to the
concession agreement with EGPC, and the CONTRACTOR in the said
Area,
NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE I
DEFINITIONS
(a) "Exploratton” shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, 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 of such supplies, materials,
services and equpment therefor, all as may be contained in the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.

(b) "Development” shall include, but not be limited to, all the operations
and activities pursuant to approved Work Programs and Budgets
under this Agreement with respect (o:

(1) the dnlling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wells and the changing
of the status of a well, and
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(ii) design, engineering, construction, installation, servicing and
matntenance of equipments, lines, systems facilities, plants
and related operattons to  produce amdl operate said
development wells, taking, saving, treating, handling, stonng,
fransporting  and  delivering  Petroleum, re-pressuning,
recycling and other secondary recovery projects, and

(iit} transporiastion, storage and any other work or sclivilies
necessary or ancillary to the activities specified in (1) amd (31).

{cy “Petroleum” means Liguid Crude Oil of various densities, asphalt,
(as, casinghead gas and all other hydrocarbon substunces that may
be found in, and produced, or otherwise obtained and saved from
the Area under this Agreemeni, and all substances that may be
extracted therefrom.

{d} TLiguid Crude Ou" or "Crude Gil" or "Oil" means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
fease separators or which is extracted from the Gas or casinghead
oas in a plant.  Such liquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.65 PSIA. Such
term tncludes distiltate and condensate.

{2} 7Gas" means natural gas both associated and non-associated, and ali
of its constituent elements produced from any well in the Area
(other than Liguid Crude Osl) and all non-hvdrocarbon substances
therein, Said term shall mclude residual gas, that (Gas remaining
atter removal of LPG.

(Y  "LPG" means liquefied petroleum gas, which is a mixture ptincipally
of butane and propane liquefted by pressure and temperature.

fg} A “Barrel” shall consist of forty-two (42} Umited States galions.
iquid measure, corrected to a temperature of sixty degrees
Fahrentheit (60°F) at atmospheric pressure of 14.65 PSIA.
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"Commercial Otl Well” means an oil well drilled mn the Shallow
Horzon or the first oif well drilled in any geological feature in
Sub-Area A or Sub-Area B of the Deep Honzon which, after
testing for a period of not more than thirty (30) consecutive days
where practical, but in any event in accordance with sound und
accepted industry production practices, and verified by EGPC, 8
found to be capable of producing al an averdge coonomic rate,
which 18 determined by mutual written agreement between EGPC
and CONTRACTOR to be worthy of development and be a
"Commercial Oif Well",

"Commercial Oas Well” means a gas well drilled i the Shallow
Horzon or the Lirst gas well dniilled in any geological fealure in
Sub-Arca A or Sub-Area B of the Deep Honzon which, after
testing for a pertod of not more than thirty (30} consecutive days
where practical, but in any event in accordance with sound and
accepted industey production practices, and veritied by EGPC, is
found to he capable of producing at an average economi¢ rate,
which is determined by mutual writien agreement hefween EGPC
and CONTRACTTOR to be worthy of development and be 4
"Commercial Gas Well”.

"AR.E." means ARAB REPUBLIC OF EGYPT.

“Effective Date” moeans the later of (1) the date on which the text of
this Agrecoment 18 sigoed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law is issued and (11} 1 January
2009,

(1Y {1y "Yewr” means a period of twebve {12) months according (o the

{rogosran Cutendur.

{2} "Calendar Year” means a pentod of twelve {12} months according

to the Gregortan Calendar being 1™ January 10 31% December,
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(m) “Financial Year” means the GOVERNMENTY financial vear

(n)

according to the {aws and regulations of the A RE,

"Tax Year” means the penod of twelve (12) months according to the

taws and regulations of the ARE,

{(0)  An "Affiliated Company”™ means a company:

(p)

Q)

{t} of which the share capital, conferring a mugonty of votes at
stockholders” meetings of such company, is owned directly or
indirectly by a party hereto; or

(1} which is the owner directly or indirectly of share capital
conferring & majority of votes at stockholders’ meetings of a
party nereto. or

(i) of winch the share capital confernng a majority of voles at
stockholder’s meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of g
party hereto are owned directly or induectly by the same

COMPAny.

"Exploration Block” means un drea, the comer points of which have
to be comcident with three {33} minutcs by three (3) minutes {alitude
and {ongitude divisions, according to the International Grid System
where possibie or within the exisuing bounduries of the Awca

covercd by this Concession Agreement as st out in Annex "A”,

“Development Block” means an area, the comer points of which
have (o be comcident with one {1) munute by one {1} minuie lutitude
and lonziiude divisions, according (o the intemational Orid Systony
where possible or within the existing boundaries of the Ares

covered by this Concession Agreement as set owt in Annex "A”.
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{r)

(s)
(t)

{u)

(v)

"Development Lease(s)” means the Development Block or Blocks
covering the geological structure capable of production, the corner
points of which have to be coincident with one (1) minute by one
(1) minute latitude and longitude divisions according to the
International Grid System where possible or within the existing
boundaries of the Area covered by this Concession Agreement as

set out 1in Annex "A",
"Agreement” means this Amendment Agreement and its Annexes.

"Gas Sales Agreement” mcans a written agreement between EGPC
and CONTRACTOR (as sellers) and EGPC or The Egyptian
Natural Gas Holding Company ("EGAS") or a mutually agreed
third party (as buyer), which contains the terms and conditions for
(ias sales from a Development Lease entered into pursuant to

Article VII DH (e).

"SH Gas Sales Agreement” means a4 written agreement dated on or
about the date of this Agreement between EGPC  and
CONTRACTOR (as scllersy and EGPC or EGAS or a mutually
agreed third party (as buyer), which contains the terms and
conditions for sales of SH Gas from the SH Development Leasc
cntered 1nto pursuant to Article VI SH (e}, as such agreement may

be amendced from time to time.

"Standard Cubic Foot” (SCF) is the amount of Gas nccessary to fill
one (1) cubic foot of space al atmospheric pressure of 14.65 PSIA

al a base temperatwre of sixty degrees Fahrenheit (60"F).
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{w} "EGAS” means The Egyptian Natural Gas Hokling Company.

(x} T“Joint Marketing” and other such phrases meaas thai , in relation to
any marketing of Guas carried out by the CONTRACTOR on 2
giobal froe-muarket basis . EGPC shall have the right

(i) to be informed of all material developments in relation to such
markcting, and upon request 1o receive full information with

respect {0 such marketing:

(it} upon rcquest by EGPC, to participate in meetings and negotiations

with potential purchasers of Gas bemg marketed;

(iii) to arrange an opportunity for EGPC and/or EGAS to offer to the
CONTRAUTOR market terms for the {ransportation of  such
Gas , whether in the form of LNG or by pipeline | and

(iv) to negotiate undfor agree any gas sale terms proposed to EGPC
by the CONTRACTOR | inciuding the onshore and offshore
terms and conditions | the price and the identity of the purchaser
{which may include a purchase by the CONTRACTOR or any
Affiliated Company of the CONTRACTOR on market ferms),

ARTICLE T}
ANNEXES TO THE AGREEMENT

Amnex "A" is a description of the Ares covered and affected by this

Agreement, hereinatter refeired to as the "Area™.

Annex "B" 15 a provisional illustrative map on the scale of
approximately 1:1.200,000 indicating the Avea covered and affected by

this Agreement and described in Annex "A".
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Annex "C" is the form of the Letter of Guaranty to be submitted by
CONTRACTOR to EGPC one (1) day before the time of signature by the
Minister of Petroleum of this Amendment Agreement, for the sum of
fifty million U.S. Dollars ($50,000,000), guaranteeing the execution of
CONTRACTOR's minimum Exploration obligations in the Deep
Horizon hercunder for the initial three (3) year Exploration period. In
case CONTRACTOR extends the initial Exploration Period for two (2)
additional successtve periods of two (2) years each in accordance with
Article 11T DH (b) of this Agreement, similar Letters of Guaranty shall be
1ssued and be submitted by CONTRACTOR on the day the
CONTRACTGOR exercises 1ts option to extend. Each Letter of Guaranty
for each extenston period shall be for the sum of forty million U.S.
Dollars {$40,000,000) less in both instances any cxcess expenditures of
the preceding Exploration period permitted for carry forward in
accordance with Article IV DH (b) third paragraph of this Agreement. In
case of any shortfall (the difference belween the amount of
CONTRACTOR's financial obligation for any Exploration period minus
the total amount approved by EGPC for the same concerned financial
obligation for said Exploration period}, plus any carry forward approved
by EGPC from the previous pertod, if any, EGPC shail notify
CONTRACTOR in writing of the value of such shortfall. Within fifteen
(15) days from the date of this notification, CONTRACTOR shall
transier the amount of the shortfull to EGPC's account and if
CONTRACTOR did not transfer this shortfall within the mentioned

fifteen (15) davs.EGPC has the right to liquidate the concemned Letter of
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Guuaranty up 10 the amount of such shortfall. Bach of the three Letters of
Guaranty shall remain effective for six {6} months after the end of the
Expioration period for which it has been issued excep! as it may be

released prior to that time in accordance with the terms thereof.

The Letters of Guaranty mentioned above shall be reduced quarterly by
DH Exploration Expenditures incurved and paid by CONTRACTOR in
respect of its Exploration obligations carried out pursuant to Articie IV
DH (b); provided that such expenditure has been approved by EGPC for

the concerned Exploration period.

Annex D' is the form of the Charter of the Operating Company to be

formed as provided for in Arucle Vi hereof.

Annex "E" 15 the Accounting Pr&c&dul'ﬂrﬂppﬁﬂﬂbfﬁ to the Operating

Company

Annex "F" is a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT.,

The point of delivery for Gas shall be agreed upon by BGPC and
CONTRACTCOR under a Gas Sales Agteement or the SH Gas Sales
Agreement, as the case may be, which point of delivery shall be located
at the .ﬁaﬂgﬁ connecting the development lease pipehne {0 the nearest
point on the National (Gas pipeling Grid System as depicted in Annex "
or as otherwise agreed by EGPC and CONTRACTOR.

Anngxes "A", "B", "CYO DT 'E" and "FY to this Agreement are hereby
made pant hereof, und they shall be considered ag having eyuyd force and

effect with the provisions of this Agreement.
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ARTICLE 11l

SH. GRANT OF RIGHTS AND TERM IN RESPECT OF
SHALLOW HORIZON

The GOVERNMENT hereby grants EGPC and CONTRACTOR

subject to the terms, covenants and conditions set out in this Agreement,
which insofar as they are contrary to or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shall have the force of Law, an
exclusive concession in and (o the Shallow Horizon of the Area
described in Annexes "A" and "B" .

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

(b)

provided to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Shallow
Horizon ("SH Petroleum") during the SH Development Lease
Period including any extension. Said royalty shall be borne and
paid by EGPC and shall not be the obligation of CONTRACTOR.
The payment of royalties by EGPC shall not be deemed to result in
income attributable to the CONTRACTOR.

A Development Leasc shall be granted in respect of the Shallow
Horizon {the "SH Development Lease"). The period of the SH
Development Lease (the "SH Development Lease Period™} shall be
twenty (20) years starting from the Effective Date. One extension
to the SH Development Lease Period of ten (10) years ("SH
Development Lease Extension Period") shall be granted to the
CONTRACTOR, at its option, upon not less than six (6) months
written request sent by CONTRACTOR to EGPC prior to the
expiry of the SH Development Lease Period supplemented by
technical studies, tncluding an evaluation of production, expected
levels of production during the extension period, a work plan, a
statement of the obhgations of CONTRACTOR uand economic
viability . Any new Commerciil Discovery in the Shallow Horzon
or the election by EGPC to undertake a sole risk operation pursuant
to Articic [T SH (c) (4) shall not cauvse an cxtension of the SH
Development Lease Period or the SH Development Lease Exiension
Period, 1if any.
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{¢} Commercial Discovery:

(1) A Commercial Discovery - whether of Oil (a "Commercial Ot
Discavery") or Gas (a "Commerciul Gas Discovery™) - may
consist of one reservolr Or @ group of reservoirs capabie of
production in the Shallow Horizon which is worthy of being
developed commercialty. After discovery of a Commercial Qil
Well or Commercial Gas Well in the Shallow Herizon, the
Operating Company shall, unless otherwise agreed upon with
EGPC, undertake as part of iis Exploration and Development
program and in accordance with the relevant approved Work
Program and Budget the appraisal of the discovery by dnlling
one or more appraisal wells, {0 determine whether such
discovery is worthy of being developed commercially, tuking
into constderation the recoverable reserves, production, prpeline
and terminal {acilities requived, estimated Petroleum prices, and
all other relevant technical and econormic factors.

(2) The provisions taid down herein postulate the unity and
incdivisibility of the concepts of Commercial Discovery uand
Development Lease. They shall apply uniformly to Oil and Gas
urtlgss otherwise specified,

{3) CONTRACTOR shall zive notice of a Commerctat Discovery
of Ol or Gas in the Shatlow Honzon to EGPC immediately
after the discovery is considered by CONTRACTOR (0 be
worthy of commercial development but (n any event with
respect to a Commercial O Well not tater than thirty (30) days
following the completion of the second appraisal well or twelve
(12) months following the date of the discovery of the
Commercial Ol Well, whichever is earhier or with respect to a -
Commercial Gas Well not later than twenty four {24 months
following the date of the discovery of the Commercial Gas Well
(untess EGPC agrees that such period may be extended).
CONTRACTOR may also give a notice of a Commercial Qil
Discovery in the event it wishes to undertake a Gas recychng
project.
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A notice of a Commercial Gas Discovery in the Shallow
Horizon shall contain all detailed particulars of the discovery
and especially the area of Gas reserves. the estimated
production potential and profile and freld life.

Within sixty (60} days following receipt of a notice of a
Commercial Oil or Gas Discovery in the Shallow Horzon,
EGPC and CONTRACTOR shall meet and review all
appropriale data with a view to mutually agreeing upon the
existence of a Commercial Discovery in the Shallow Horizon.
The date of such Commercial Discovery shall be the date EGPC

~ and CONTRACTOR jpomtly agree in writing that a Commercial

Discovery exists in the Shallow Honzon.

(4) It Crude Oil 15 discovered 1n the Shallow Horizon but 1s not

deemed by CONTRACTOR to be a Commercial Oil Discovery
under the above provisions of this Article Il SH (¢}, EGPC
shall one (1) month after the expiration of the perod specitied
above within which CONTRACTOR can give notice of a
Commerctal Oil Discovery in the Shallow Horizon, or thirteen
{13) months after the completion of a well not considered 10 be
a "Commercial Oil Well", have the right, foliowing sixty (60)
days notice in writing 1o CONTRACTOR, at its solc cost, nsk
and expense, to develop, produce and dispose ol all Crude Oil
from the geological feature on which the well has been drilled.
Said notice shall state the specific area in the Shallow Horizon
covering satd geological feature to be developed, the wells to be
drilted, the production facilities to be installed and EGPC's
estimated cost thereof,  Within thirty (30) days after receipt of
said notice CONTRACTOR may, i writing, cleet o develop
such arca as provicded for in the case of Commercial Discovery
in the Shallow Horizon hercunder. In such event all terms of

this Agreement shuall continue to apply to the specilied area.
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if CONTRACTOR elects not 1o develop such area, the spectiic
atea in the Shatlow Horizon covering said geological feature
shall be set aside for sole risk operations by EGPC, such area to
be mutuaily agreed upon by EGPC and CONTRACTOR on the
busis of good petroleum industry practice. EGPC shall be
entitled to perform, or the Operating Company shall be entitled
to perform, such operations for the account of EGPC and at
EGPC's sole cost, risk and ¢cxpense. When EGPC has recovered
from the Crude Oil produced from such specific area a quantity
of Crude Oil equal in value to three bundred percent (300%) of
the cost it has incurred 1n carrying out the sole nisk operations,
CONTRACTOR shall have the oplion, only in the event there
has becn a separate Commercial- (1l Discovery, elsewhere
within the Shailow Horizon, to share m further development
and production of thal specific wrea upon payimg LGPC one
hundred percent (100%) of such costs incurred by EGPC,

Such onc hundred percent (100%) payment shall not be
recovered by CONTRACTOR. hmmediately foltfowing such
payment the specific area in the Shallow Horzou shall either (1)
hecome puart of the subject of the SH Development Leasc
granted under Articie JI1 SH (b) and thereafter shait be operated
in accordance with the terms hereof; or (i) alternatively, in the
event that @ such time EGPC or sis Affibated Company 18
conducting Dievelopment operattons in the area at its sole
expense and EGPC elects to continte operating. the reievant

area shall remun set aside and CONTRACTOR shall only be
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entitled to its production sharing percentages of the Crude O1l
as specified in Article VII SH (b). The sole risk Crude O1l shall
be vatued in the manner provided in Article VI SH (c).

(d) The Operating Company shall immediately notify EGPC of any

{c)

ncw Commercial Discovery of Oil or Gas in the Shallow
Hornzon, but shall not be required to apply for & new
Development Lease in respect of any Commercial Discovery of
(il or Gas in the Shallow Hortzon.

Development operations i the Shallow Horizon shall be
conducted by the Operating Company n accordance with good
petroleum ficld practices and accepted petroleum engineering
principies, until the field is considered to be fully developed.

(f) Devclopment operations in respect of Gas and Crude Oil 1n the

form of condensate or LPG to be produced with or extracted
from Gas in the Shallow Horizon shall be conducted by the
Operating Company in accordance with good petroleum field
practices and accepted petroleum engineering principles and the
provisions of the SH Gas Sales Agrecment.

(2} CONTRACTOR shall bear and pay all the costs and expenses

required in carrying out all the operations under this Agreement
in respect of the Shatlow Horizon but such costs and cxpenscs
shall not include any interest on investment. CONTRACTOR
shall look only to the SH Pctroleum to which it 1s entitled under
this Agrcement to recover such costs and expenses. Such costs
and expenses shall be recoverable as provided 1n Article VH
Sil. During the term of this Agreement und tts renewal, the
total production achieved m the conduct of such operations
the Shatlow Horizon shall be divided between EGPC and
CONTRACTOR in accordance with the provisions of Arlicle
VI SH.
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DH. GRANT OF RIGHTS AND TERM IN RESPECT OF DEEP
HORIZON

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants and conditions set out in this Agreement, which
insofar as they are contrary 1o or inconsistent with any provisions of Law
No. 66 of 1953, as amended. shall have the force of Law. an exclusive
concesston it ant to the Deep Horzon of the Arca described in Annexes
"A" and "B".

{a} The GOVERNMENT shall own and be entitled, as hercinafter
provided 10 a rovatty ot cash or i Kind of ten percent {10%) of
the total quantity of Petroleum produced and saved from the
Deep Honzon ("DH Petroleum”™) during the DH Development
Lease Period including any extension. Said royalty shall be
borae and paitd by EGPC and shall not be the obligation of
CONTRACTOR. The payment of royalties by EGPC shall not
he deemed to result in  ingome  attributable to  the
CONTRACTOR.

(b} An inihial Bxploration period in respect of the Deep Horizon of
three {3) vears shall start from the Effective Date. Two {2)
successive exdensions to the mitial Bxploratton period, cuch of
two () years respectively, shall be granted to CONTRACTOR
at its option. upon not less than thirty (30) days prior written
notice to EGPC. such notice 10 be given not later than the end
of the then current period, as may be extended pursuant to the
provisions of Article V (a), and subject only to its having
fulfilted 1ts obligattons hereunder for that period. The concession
granted undey tms Agreement shall be terminated only in
respect of a Sub-Area of the Deep Honzon if netther a
Commerciad Ui Discovery nor @ Commercial Gas Discovery in
the Deep Horizon s established in such Sub-Area by the end of
the seventh (7") vear of the Exploration period, as may be
cxtended pursuant to Article V {a). The election by EGPC to
undertuke o sole risk venture under paragraph (c) of this Article
HI DH shall not extend the Exploration period of the Deep
Horizon nor affect the termination of this Agreement in respect
of & Sub-Arca of the Deep Horizon as to CONTRACTOR.
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(¢} Commercial Discovery:

{1} A Commercual i}iscuiwez'y - whether g CommerCial Onl
Discovery or a Commercial Gus Discovery - may consist of one
reservolr or a4 group of reservolrs capable of production in either
Sub-Arca A or Sub-Ayea B of the Decp Horizon which 13
worthy aof heing devcloped commercially,  After discovery of a
Commercial O Well or Commercial Gas Well CONTRACTOR
shall. unless otherwise agreed upon with EGPC, undertake us
part of is Exploration program the apprasal of the discovery hy
drilling one or more appraisal wells, to determine whether such
discovery 15 worthy of being developed commercralty, taking
into consideration the recoverable reserves, production, pipeline
and terminat fucilities required. cstumated Petreleum prices. and
afl gther relevant technical and ceonomic fuctors.

(2y The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Piscovery and
Development Lease. They shall apply uniformly to Oil nd Gas
unless atherwise specified.

{33 CONTRAUTOR shull give notice of ¢ Commercad Discovery
of Oil or Gus in Sub-Arca A or Sub-Arca B of the Deep
Horizon 1o EGPC immediately after the discovery s considered
hy CONTRACTOR 1o be worthy of commercial development
but in any evert with respect to a Commercial O Well not fater
thun thirty {30y days following the complction of the second
appraisial well or twelve (12) months Tollowing the date of 1he
discovery of the Commegereind Ot Well, whichevor s eariier o
with respect o o Commercial Gras Well not {aler than twenly
tour (24 months foltowing the date of the discovery of the
Commercial Gas Well (unless EGPC agrees that such period
may be extended), CONTRACTOR may also give a notice of i
Commercial Gil Discovery 1in the event il wishes 10 unuertake g
(ras reeyeling project.
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A notice of a Cormmercial Gas Discovery in Sub-Area A o
Sub-Areg B of the Dcep Honzon shall contain all detailed
particulars of the discovery and especially the ared of Gas
reserves, the estimated production potential and profile and
field lite.

Within sixly {60} days following receipt of a notice of &
Commercial (v Dascovery or Commercial Gas Discovery in
Sub-Area A or Sub-Area B of the Deep Honzon, EGPC and
CONTRACTOR shall meet and review all appropriste data
with a view 0 mutually agrceing upon the cxistence of &
Commercial Dhiscovery in Sub-Area A or Sub-Aveu B of the
Deep Horizon, The date of such Commercial Discovery shall
be the date EGPC and CONTRACTOR jointly agree in writing
thut 3 Commercial Dhscovery exists in Sub-Area A or Sub-Arga
B of the Deep Horizon,

{4} It Crude (1l 1s discovered in Sub-Area A or Sub-Arca B of the
Deep Horizon but i3 not deemed by CONTRACTOR 10 be &
Commercial O Discovery under the above provisions of this
Article I} DM (). EGPC shall one (1) month afier the
cxpiration  of the period specified above within which
CONTRACTOR can give notice of a Commercial Oil
Discovery i Sub-Arca A or Sub-Area B of the Deep Horizomn,
or thirteen {13) months after the completion of a well not
considered 10 be g "Commercial O Well", have the right,
fallowing sixty {60} days notice in writing 10 CONTRACTOR.
at s sole cosic risk and expense, to develop, produce and
dispose of all Crude O from the geological feature on which
e well has been duiled. Said notice shall state the specific
arca i Sub-Area A or Sub-Area B of the Deep Horzon
covering said reolosical feature to be developed, the weils to be
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dnlled, the production facilitics to be installed and EGPC's
estimated cost thereof. Within thirty (30) days after receipt of
satd notice CONTRACTOR may. in writing, elect to develop
such area as provided for in the case of Commercial Discovery
in Sub-Area A or Sub-Area B of the Decp Horizon hereunder,
In such event all terms of this Agreement shall continue to

apply to the specified area.

I CONTRACTOR clects not 10 develop such area, the specific
area in Sub-Area A or Sub-Area B of the Dcep Horizon
covering said geological feature shall be set aside for sole risk
operations by EGPC, such area to be mutually agrced upon by
EGPC and CONTRACTOR on the basis of good petrolcum
mdustry practice. EGPC shall be entitled to perform or to have
the Operating Company perform such operations for the
account of EGPC and at EGPC's scle cost, risk and expense.
When EGPC has recovered from the Crude Otl produced from
such specitic arca a quantity of Crude Oi1l equal in value to
threc hundred pereent (300%) of the cost 1t has incurred 1n
carrving out the sole risk operations, CONTRACTOR shall
have the option. only in the event there has been o separate
Commercial Ol Discovery elsewhere within Sub-Arca A or
Sub-Arca B of the Deep Horizon, to sharc in further
development and production of that specific arca upon paying
EGPC one hundred percent (100%) of such costs tncurred by
EGPC.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such
pavment the specific arca in Sub-Arca A or Sub-Area B of the
Peep Horizon shall either (i) become part of the DH
Development Lcase granted in respect of the relevant Sub-Arca
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under Article HI DH (d) and thereafier shall be operated in
deeordance with the terms hereof: or (ii) alternatively, in the
event that at such time EGPC or s Affiliated Company is
conducting Decvelopment operations in the arca at its sole
expense and EGPC clects (0 continue operating, the relevant
ared shatl remain set aside and CONTRACTOR shall only be
entitiad to #s production sharing percentages of the Crude Oil
48 specified in Article VH DH (b). The sole nisk Crude Ol
shali be valued n the manner provided in Asticle VI DH {3}
In the event of any termanation of the concession granted under
this Agreement in respect of a Sub-Area of the Deep Horizon
under the provisions of Article I DH (b), this Agreement shall,
however, continue (o apply o EGPC's operations of any sole
risk venture hereunder, although the concession granted under
this Agreement o respect of such Sub-Area of the Decp Horizon
shall have been terminated with respect to CONTRACTOR
pursuant to the provisions of Asticle [1l DH (b
{d} UConversion to a DH Development Lease:

(1) Foltlowing a Commercial Discovery of a Commercial Oil Well
or & Commercial Gas Well in Sub-Arca A or Sub-Area B of the
Deep Horizon, the extent of the whole area of the relevant
Sub-Area of the Deep Horizon capuable of production ta be
covered by a Development Lease shatl be mutually agreed upon
by BGPU and CONTRACTOR and be subiect o the approval
of the Manister of Petroleum. The relevant Sub-Area of the
Deep Horizon shall be converted automatically into a
Lrevelopment Leasc without the issue of any additional legal
instrument or permission. Each Development Lease grunted in
respect of a Sub-Area of the Deep Horizon is referred (o in this
Agreement as a "DH Developmont Lease™.
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(2} Following the conversion of a Sub-Area of the Deep Horizon to
a DH Decvelopment Lease based on a Commercial Gas
Discovery in such Sub-Arca (or upon the discovery of Gus in 2
DH Development Lcase granted in respect of such Sub-Arca
following u Commercial Oil Discovery), EGPC and CONTRACTOR
shall endeavor with diligence to find adequate markets capable
of absorbing the production of Gas and with respect to the local
markets, EGPC shall advise CONTRACTOR ol the potential
outlets for such Gas und the expected annual schedule of
demand. Therealter. EGPC and CONTRACTOR shall meet
with a view 1o assessing whether the outlets for such Gas and
other relevant fuctors warrant the development and production
of the Gas and in case of agreement the Gas thus madc
available shall be disposed of to EGPC or EGAS under a
long-term Gas Sales Agreement in accordance with and subject
to the conditions set forth in Article VI DH.

(3) The Development period of a DH Development Lease in respect
of a Commercial Discovery of O1l or Gas in a Sub-Area of the
Deep Horzon shall start from (A) the datc of the first
Commercial  Discovery in such  Sub-Area if such first
Commercial Discovery is a Commercial Oil Discovery or (B)
the date of first deliveries of Gas locally or on a giobal
free-market basis from such Sub-Arca it such first Commercial
Discovery 1s a Commercial Gas Discovery. and continue until
expiration of the SH Deveclopment Leuse Pernod {the "DH
Development Lease Peried™).  FFor cach DH Development
Lease. onc extension to the DH Development Leuse Period ot
ten {10V years {the "DH Development Lease Extension Period™)
shall be granted to the CONTRACTOR. at its option, upon not
lcss  than six (6)  months  written  request  sent by
CONTRACTOR to EGPC prior (o the expiry of the DH
Development Lease Period supplemented by technical studies,
mcluding an evaluation of production, cxpected levels of
production durtng the extension period, a work plan | a
statement of the obligations of CONTRACTOR and economic
viability.  Any Commercial Discovery in a Sub-Arca of the
Deep Homzon resulting 1n Development of @ Commercial Oil
Well and/or 2 Commercial Gas Well (hat occurs subseguent to
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the first Commercial Discovery in such Sub-Area or any solc
risk operations in such'Sub-Area shall not cause an extension of
the DH Development LLease Period or the DH Development
Lease Extension Period. The DH Development Lease Extension
Perniod, 1f any, shall expire on the same date that the SH
Development Leuse Extension Period shall expire.

(4) Following (he grant of a DH Development Lease in respect of a
Sub-Area of the Deep Honzon, the CONTRACTOR or the
Operating Company shall immediately notify EGPC of any new
Commercial Discovery of Oil or Gas in the Decp Horizon, but
shall not be requtred to apply for a new DH Development Lease
in respect of any subsequent Commercial Discovery of Oil or
Gas in such Sub-Area of the Deep Horizon.

(e) Development operations in a Sub-Area of the Deep Hornzon shail,
upon the issuance of a DH Development Lease granted following a
Commercial O1l Discovery 1n respect of such Sub-Avea, be started
promptly by the Operating Company and be conducted in
accordance with good petroleum ficld practices and accepted
petroleum engineernng principles, untl the field 1s considered to be
fully developed, it being understood that i associated gas is not
utihized, EGPC and CONTRACTOR shall negotiate in good faith
on the best way to avord impairing the production in the interests of
the parties,

In the cvent no Commercial Production of Qil in regular shipments or
regular Gas deliveries occur from any Development Block within a DH
Development Lease within tour (4) years from the date of the relevant
Commercial Oil Discovery or from the date of first Guas deliveries from
such Development Block locally or on a global {ree-market basis, such
Development Block shall immediatcly be relinquished, unless there 1s
another Commercial Oil Discovery or Commercial Gas Discovery in
such DH Development Lease. For the purposes of a Sub-Area of the
Deep Honzon, "Commercial Production” occurs upon regular shipments
of Crude O1l or regular dehiveries of Gus being made rom such
Sub-Area.
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Development operations in respect of Gas and Crude Ol in the form of
condensate or LPG to be produced with or exiructed from such Gas shall.
upon stgnature of a Gas Sales Agreement or commencement of a scheme
to dispose of the Gas, whether on a global free-market basis as referred to
in Article VII DH or otherwise, be started promptly by the Operating
Company and be conducted in accordance with good petroleum field
practices and accepted petroleum enginccring principles and  the
provisions of such Gas Suales Agrecment or scheme. In the event no
Commerctal Production of Gas in respect of a Sub-Area of the Deep
Hortzon 1s established in accordance with such Gas Sales Agreement or
scheme, the DH Development Lease relating to such Sub-Area shall be
relinquished. unless otherwise agreed upon by EGPC or unless there is
another Commercial Oil Discovery or Commercial Gas Discovery in
such DH Development Leasc.

[t, upon application by CONTRACTOR it is recognized by EGPC that
Crude O or Gas is being drained from an Exploration Block in a
Sub-Arca of the Deep Horizon into a development block on an adjoining
concession arca held by CONTRACTOR. the Exploration Block being
dramcda shall be considered as participating in the commercial production
of the development block in question and the Exploration Block being
draincd shall be converted mto a development lease with the ensuing
allocation of costs and production (calculated from the approval of the
DH Development Lease or the date such drainage occurs. whichever ts
later) between the concession of the Exploration Block being drained and
the adjoining concesston arex.  The allocation of such costs and
production under each concession agreement shall be in the same portion
that the recoverable reserves in the dramned geological structure
underlying both the relevant Sub-Area of the Deep Horizon and the
achoning concession area bears to the 1otal recoverable reserves of such

structure underlying the relevant Sub-Area of the Deep Horizon and the
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adjoining concession arca.  The production allocated to the relevant

Sub-Area of the Deep Horizon or the adjoiming concession urea shall be

priced according to the concession agreement coverning the relevant

Sub-Arca of the Deep Hotizon and the adpiming concession atea,

respechively,

(I} CONTRACTOR shall bear and pay all the costs and expenses
required 10 carrying oul all the operations under this Agreement in
respect of the Deep Horizon but such costs and expenses shall not
include any interest on investment,. CONTRACTOR shall ook
only to the DH Petroleum to which it is entitled under this
Agreement to recover such costs and expenses, Such costs and
expenses shall be recoverable us provided in Artick VI Db
Puring the term of this Agreement and its renewal, the total
production achieved in the conduct of such operattons shall be
divided botween EGPC and CONTRAUTOR in accordimce with
the provisions ol Article VII DH.

SDH TAXES FOR THE SHALLOW HORIZON AND THE DREP
HORTZON

{a} ([} Unless otherwise provided, CONTREATUTOR shall be subject to
Egyplian income tax  laws and shall comply with the
requirements ol such laws with respect to the filing of returns.
the assessment of tax, and keeping and showing of books and
records.

{2y CONTRACTOR shail be liable (o prepare the fax relurn in
respect of both the Shallow Horizon and the Deep Horizon,
CONTRACTOR shall submit the tax return to EGPC twenty
five {25} davs prior to the due date of submitiing thereol o the
tax authority. EGPC shall have the right to revicw the tax return
in order to accept the tax caleulaton thercwn,  EGPC shall
provide comments on such return within fifteen (15) days of the
datc of receiving the tax return trom CONTRACTOR, In any
case CONTRACTOR shall be responsihie for submitting the X
return to the tax authority within the due date.
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(3} CONTRACTOR's annual income for Egyptian jncome  tax
purposes in respect of the Shallow Horzon and the Deep
Horizon under this Agreement shall be an amount calculated 45

follows:

The total of the sums received by CONTRACTOR from the sale
or oiher disposiion of all SH Petrolcum  acquired by
CONTRACTQOR pursuant to Article VII SH {a) and (b} and all
D Petroleum acquired by CONTRACTOR pursuant to Article
VH IDH (a) and (h);

Reduced by:
(1} The costs and expenzes of CONTRACTOR:

(i1) The value of EGPC's share of the SH Excess Cost Recovery
Potroleum and EGP(Ts share of the DH Excess Cost
Recovery Petreleum, as determined according to Article VIL
SH {c}y and Articic VII DH {c}, respectively, repaid 1o BEGPU

i1 cash orin kind, if any,
Pius;

An amount egual to CONTRACTOR's Egyplian moome taxes

grossed up in the manner shown in Article VI of Anncx "E

For purposes of above tax deductions i any Tax Year, Arile
VII SH {(a) and Article VII DH (a) shall apply only in respect of
classification of costs and expenses und rates of amortization,
without regard to the percentage limitation referred to i the first
paragraph of Artcle VI SH {a) {1} and the birst paragraph of

Article VII DH (ay (1), respectively. All costs and expenses of
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CONTRACTOR 1n conducting the operations in the Shuliow
Horizon and the Deep Honzon under this Agreement which are
not controlled by Article VII SH (a) and Article VII DH (a),
respectively, as above qualified shall be deductible 1n
accordance with the provisions of the Egyptian Income Tax

[aw.

(4) EGPC shall assume, pay and discharge, m the name and on

behalf of CONTRACTOR, CONTRACTOR's Egyptian income
tax out of EGPC's share of the Petroleum produced and saved

from the Area and not used in operations under Article VII. Al
taxes paid by EGPC m the name and on behalf of CONTRACTOR

shail be considered income 1o CONTRACTOR.

{(5) EGPC shall fumish to CONTRACTOR the proper official

(6)

(7)

receipts evidencing the payment of CONTRACTQOR's Egyptian
income tax for cach Tax Year within ninety (90) days following
the receipt by EGPC of CONTRACTOR's tax declaration for
the preceding Tax Year. Such receipts shall be 1ssued by the
proper Tax Authorities and shall state the amount and other
particulars customary for such receipts.

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

In calculating its A.R.E. income taxes, EGPC shail be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT und
CONTRACTOR's Egyptian icome tuaxcs paid by EGPC on
CONTRACTOR's behult.
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ARTICLE 1V
WORK PROGRAM AND EXPENDITURES

SH. Work Program and IExpenditures in the Shallow Horizon

(1) CONTRACTOR shall assume responsibility for funding
Exploration and Development operations 1 the Shallow
Homnzon from the Effective Date. Exploration and Development
Operations for the Shallow Horizon shall be carmnied out in
accordance with the current Work Program and Budget for the
Shallow Horizon approved by the Board of Directors of the
Operating Company pursudant to the first paragraph of Article VI (c).
EGPC shall make available for the Operating Company’'s use in
developing the first such Work Program and Budgel all seismic,
wells and other Exploration data with respect to the Shallow
Horizon that are in EGPC's possession and which it is entitled
to disclose.

(b) CONTRACTOR shail fund ail the operations carmied out by the
Operating Company to enable 1t to fulfiil the Production
Schedule and Work Program and Budget for the Shallow
Horizon approved pursuant to the fivst paragraph of Article VI
{c). Other than pursuant to Cost Recovery sct out in Article VI
SH, EGPC shall not be responsibie 1o becar or repay any ol the

aforesaid costs and expenses.
DH. Work Program and Expenditures in the Deep Horizon

(a) CONTRACTOR shall commence bxploration operations 1n
respect of the Deep Horizon not later than six {6) months after
the Effective Date. EGPC  shall make available for
CONTRACTOR's use all scisnie, wells and other Exploranon
data in EGPC's possession wiih respect 1o the Deep Hortzon as

EGERC 1s entitled 1o so do.
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(b} The 1nitial Exploration period in respect of the Deep Hortzon
shall be three (3) years. CONTRACTOR may extend this
Exploration period for two (2} successive extension periods
each of two (2) years respectively, in accordance with Article
T DH (b}, upon at least thirty (30) days prior writien notice to
EGPC. subject to its expenditure of its mmimum Exploration
obligations and of its fulfiliment of the Lxploration operattons
and activities required to be performed hereunder, for the then

current pertod.

CONTRACTOR shall spend a minimum of fifty miilion U.S.
Doilars ($50,000,000) on Exploration operations and activities
related thereto im the Deep Honzon during the instial threc (3)
year Exploration period. For the first two {2) year extension
penod that CONTRACTOR elecis to extend bevond the initial
Exploration period, CONTRACTOR shall spend a minimum of
forty million U.S. Dollurs ($40,000,000) and {or the second two
(2) year extenston pericd that CONTRACTOR elects to extend
beyond the two (2} vear first extension period, CONTRACTOR
shall also spend a mintmum of forty muilion U.S. Dollars

($40,000,000) on Exploration operations and activitics.

Should CONTRACTOR spend more than the mmimum amount
requirted to be expended during the initial three (3) year
Exploration period for the Deep Horizon, or during any extension
of such nitial Exploration period thereafter, the excess may be
subtracted from the minimum amount of money required to be
expended by CONTRACTOR during any succeeding extension

of the Exploration period, as the case may be.
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In case CONTRACTOR surrenders i1ts Exploration rights under
this Agreement in respect of the Deep Horizon before or at the
end of the third (3™) year of the initial Exploration period,
having expended less than the total sum of fifty mmilion U.S.
Dollars ($50,000,000) on Exploration in respect of the Deep
Horizon or in the event at the end of the third (3™) year of the
initial Exploration period, CONTRACTOR has expended less
than said sum in the Deep Horizon, an amount equal to the
difference between the said fifty million U.S. Dollars ($50,000.000)
and the amount actually spent on Exploration shall be paid by
CONTRACTOR to EGPC at the time of surrendering or within
six (6) months from the end of the third (3") year of the initial
Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any extension of
the imitial Exploration period for the reasons above noted shall
similarly result in a payment by CONTRACTOR o EGPC of
such deficiency. Provided this Agreement is still in force in
respect of one or both Sub-Areas of the Deep Honzon as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such payments as Exploration Expenditure in the manner
provided for under Article VII DH in the event of Commercial

Production in respect of the Deep Horizon.

Without prejudice to Article 111 DH (b), 1n case no Commercial
Oil Discovery is established or notice of a Commercial Gas
Discovery is given in Sub-Area A or Sub-Area B of the Deep
Horizon by the end of the Exploration period for the Deep
Horizon, as may be extended pursuant to Article V (a) or in
case CONTRACTOR surrenders both Sub-Areas of the Deep
Horizon under this Agreement prior to such time, EGPC shall
not bear any of the aforesard expenses spent by
CONTRACTOR.
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{c) Within four {4) months following the Bffective Date and,
thereafter, at least four {4} months prior to the beginning of
each Financial Year or at such other times as may mutually be
agreed 1o by EGPC and CONTRACTOR, the CONTRACTOR
shall prepare and present to EGPU an Exploration Work
Program and Budget for the Deep Horizon selting forth the
Exploration operations which CONTRACTOR proposes o
carry out duning the ensuing Year, EGPC shall review such
Exploration Work Program and Budpet and give such advice as
it deems appropriste with respect to the proposed Exploration
Work Program and Budget. Following review by EGPC,
CONTRACTOR shail make such revisions as CONTRACTOR
deems appropnate and submit the Exploration Work Program
and Budget to EGPC for its approval.

Foliowing such appreval, it is further agreed that:

{1} CONTRACTOR shall not substantially revise or modify said

Exploration Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC.

(2) In the event of emergencies involving danger of loss of Hves or
property, CONTRACTOR may expend such  additional
unbudgeted amounts as may be required to alleviste such
danger. Such expenditure shail be considered in all aspects as
IZxploration Expenditure and shall be recovered pursaant o the
provigions of Article VII DH hereot,

(1} CONTRACTOR shall advance afl necessary funds, through the
Operating Company, for all materials, cquipments, supphes,
porsonme! admmistration  and oporations  purstani {0 {he
Exploration Work Program and Budget for the Deep Horizon and
EGPC shall not be responsible to bear or repay any of the
aforesaid costs.

(¢} CONTRACTOR shall be responsible for the preparanon and
pertormance of the Exploration Work Program and Budget for
the Deep Hortzon which shall be tmplemented in @ workmanlhike
manner and consistent with good mdustyy practices,
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Except as is appropriate for the processing of data, specialized
laboratory engineenng and development studies thereon, to be
made in specialized centers outside A.R.E. subject to EGPC's
approval all geological and geophysical studies as well as any
other studies rclated to the performance of this Agreement, shall
be made in the A.RE.

CONTRACTOR shall entrust the management of Exploration
operations for the Deep Hornizon in the ALR.E. to 1is technically
competent General Manager and Deputy General Manager
(which operations shall be carried out through the Operating
Company). The names of such Manager and Deputy General
Manager shall, upon appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and, in
his absence, the Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient powers to carry out immedzately
all lawful written directions given to them by the
GOVERNMENT or its representative under the terms of this
Agreement. All lawful rcgulanions i1ssued or hereafter to be
issued which are applicable hereunder and not in conflict with

this Agreement shall apply to CONTRACTOR.
SDH. Provisions Common to Shallow Horizon and Deep Horizon

{(a) The Operating Company shall supply EGPC, within fifteen (15)
days from the end of each calendar quarter following the
Effective Date, with a Statement of Development and Exploration
activity In respect of the Shallow Horizon, showing costs
incurred by the Operating Company in relation thereto during
such quarter.
CONTRACTOR (through the Operating Company) shall supply
EGPC, within fifteen (15) days from the end of each calendar
quarter following the Effective Date, with a Statement of
Exploration activity 1n respect of the Deep Horizon, showing
costs incurred by CONTRACTOR in relation thereto durmg such
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quarter. Following a Commercial Discovery in a Sub-Area of the
Deep Horizon, the Operating Company shall supply EGPC,
within fifteen (15) days from the end of cach calendar quarter
following such Commercial Discovery, with a Statement of
Development and Exploration activity in respect of the Decp
Honzon. showing costs incurred by the Operating Company in
relation thereto during such guarter.

The Operating Company's and CONTRACTOR's records and
necessary supporting documents shall be avatiable for inspection
by EGPC at any time during regular working hours for three (3)
months from the date of receiving each statement.

Within the three (3) months from the date of receiving such
Statement, EGPC shatl advise the Operating Company or
CONTRACTOR, as applicable, in writing 1t 1t considers:

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

(2) that the costs of goods or services supphed are not in line with
the international market prices for goods or services of similar
quality supplicd on simtlar tcrms prevanling at the time such
goods or scrvices were supphied, provided however, that
purchases made and services performed within the AR.E.
shall be subject to Article XXVII ; or

(3) that the condition of the materials furmushed by CONTRACTOR
does not tally with their prices; or

(4) that the costs incurred arc not reasonably required for
opcrations,

The Operating Company or CONTRACTOR, as applicabie, shall

confer with EGPC in connection with the problem thus presented.

and the parties shall attempt 1o reach a settlement which s

mutuaily sattstactory.
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Any reimbursement due to EGPC out of the Cost Recovery
Petroleum as a result of reaching agreement or of an arbitral
award shall be promptly made in cash to EGPC, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum
from the date on which the disputed amount(s) would have been
paid to EGPC according to Article VII SH (a) (2) and Annex "E"
of this Agrecement for costs incurred in relation to the Shallow
Horizon or according to Article VII DH (a) (2) and Annex "E" of
this Agreement for costs incurred in relation to the Deep Honzon
fﬂllﬁwing a Commercial Discovery (1.¢., the date of rendition of
the relevant Cost Recovery Statement) to the date of payment.
The LIBOR rate applicable shall be the average of the figure or
figures published by the Fimancial Times representing the
mid-point of the rates (bid and ask) applicable to one month U.S.
Dollars deposits in the London Interbank Eurocurrency Market
on each fifteenth (15%) day of each month occurring between the
date on which the disputed amount(s) would have been paid to

EGPC and the date on which 1t 15 settled.

If the LIBOR rate is available on any fifteenth ( 15ty day but is
not published in the Financial Times in respect ot such day for
any reason, the LIBOR rate chosen shall be that offered by
Citibank N.A. to other leading banks in the London Interbank

Eurocurrency Market for one month U.S. Dollar deposits.
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If such fifteenth (15') day is not a day on which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the
LIBOR rate to be used shall be that quoted on the next following

day on which such rates are quoted.

(b} CONTRACTOR shall supply all funds necessary for its operations

(c)

and the operations of the Operating Company in the A.R.E. in
both the Shaliow Horizon and the Deep Horizon under this
Agreement in freely convertible currency from abroad.
CONTRACTOR shall have the right to freely purchase Egyptian
currency in the amounts necessary for its operations in the A.R.E.
from EGPC or from any bank authorized by the GOVERNMENT
to conduct foreign currency exchanges. Priority shall be given to
EGPC to purchase the foreign currencies from CONTRACTOR
at the same applicable rate and date as such currencies may be

purchased from the National Bank of Egypt.

EGPC is authorized to advance 1o CONTRACTOR the Egyptian
currency required for the operations in both the Shallow Horizon
and the Deep Horizon under this Agreement against receiving
from CONTRACTOR an equivalent amount of U.S. Dollars at
the official A.R.E. rate of exchange published by the National
Bank of Egypt, such amount in U.S. Dollars shall be deposited in
an EGPC account abroad with a correspondent bank of the
National Bank of Egypt, Cairo. Withdrawals from said account
shall be used for financing EGPC's and its Affiliated Companies’
foreign currency requirements subject to the approval of the

Minister of Petroleum.
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(a)

ARTICLE Y
MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY:

At the end of the fifth (5™) year after the Effective Date,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
forty percent (40%:) of the Deep Horizon portion of the original Area
on the Effective Date not then converted to a DH Development
Lease. Such relinquishment shall be in a single unit of whole
Exploration Blocks not converted to a DH Development Lease
unless otherwise agreed upon between EGPC and CONTRACTOR
s0 as to enable the relinquishment requirements to be precisely
fultilled.

At the end of the seventh (7' year after the Effective Date,
CONTRACTOR shall relinquish to the GOVERNMENT the
remaining sixty percent (60%) of the Deep Hortzon portion of the
original Area on the Effective Datc not then converted to a DH
Development Lease.

It 1s understood that at the time of any relinquishment the areas in
the Deep Honzon to be converted into a DH Development Lease
and which are submitted to the Minister of Petroleum for his
approval according to Article Il DH (d) shall, subject to such
approval, be deemed converted to a DH Development Lease.,

CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks in the Deep Horizon on which a Commercial Otl
Well or Commercial Gas Well is discovered before the period of
time referred to in Article 11l DH (c) (3) given to CONTRACTOR to
determine whether such well is a Commercial Discovery worthy of
development or to relinquish an Exploration Block in respect of
which a notice of a Commercial Gas Discovery has been given to
EGPC subject 1o EGPC's right to agree on the existence of a
Commerctal Discovery pursuant to Article [II DH (¢), and without
prejudice to the requirements of Article IH DH (e).

In the event at the end of the initial Exploration pcriod or either of
the two successive extensions of the initial Exploration period, a
well 1s actually drilling or testing in a Sub-Area of the Deep
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Horizon, CONTRACTOR shall be atlowed up to six {6) months to
enabie it to discover a Commercial Ot Well or Commercial Guas
Well or to establish a Commercial Discovery, as the case may be.
However, any such extension of up © six {6) months shall reduce
the length of the next succeeding Exploration period, as applicable,
by that amout.

VOLUNTARY:

CONTRACTOR may, voluntarily, during any pertod relinquish all
or any part of the Area {whether i the Shallow Horivon or the Deep
Horizon) provided that (i) it gives EGPC and the GOVERNMENT
ninety {90} days priov written notice hefore any relinquishment, {(4)
EGPC and CONTRACTOR mutually agree on the areas to be
relinguished, and Gi) CONTRACTOR has satisfied its obhigations
for such penod in respect of the Deep Horizon under Asticle 1V DH (b

Any voluntary relinquishment hereunder shall be credited toward
the mandatory provisions of Articie V (a) above.

Foilowing Commercial Discovery, EGPC and CONTRAUTOR shall
mutually agree upon any area (o be relinquished thereafter, except
for the relinquishment provided for above at the end of the oty
Exploration Period.

After any relinquishment of any part of the Decp Horsizon {whether
under Article V(a} or Article V (b)), BEGPC shall have the right to
re-tender such part for further exploration and development by a
new comdractor.  The CONTRACTOR shall have a right of {irst
refusal in relation to any such tender, provided that the CONTRACTOR
has participated in guch tender and offers to BGPC terms that are at
least a8 favourable as the most competitive bid obtained by EGPC
from & third party in the tender process. In the event that a third
party 18 to be awarded a concession over the relinguished portion of
the Dxeep Horzon, BEGP(, the CONTRACTOR and such third party
shatl cooperate with one another (all acting reasonably on the basis
of good petroleum industry practice) in relation o the terms on
which such third party will carry oul its exploration and development
activities in the Deep Horzon,
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ARTICLE VI
OPERATIONS
(a) On the Effective Date, EGPC and CONTRACTOR shall form in the

A.R.E. an operating company pursuant to Article VI (b) and Annex
‘D" (hereinafter referred to as the "Operating Company”) which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. The Operating Company shall be a
private sector company. The Operating Company shall be subject to
the laws and regulations 1n force in the A.R.E. to the extent that such
laws and regulations are not inconsistent with the provisions of this

Agreement or the Charter applicable to the Operating Company.

However, the Operating Company and CONTRACTOR shall, for
the purpose of this Agreement, be exempted from the following laws

and regulations as now or hereafter amended or substituted:

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

companies;

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

companies, partnership limited by shares and limited hability
companies;

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

orgamzations and companies;

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

sector companies; and

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

i

organizing dealings in foreign currencies.
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{b} The Charter of the Operating Company is hereto attached 4s Annex "D".

{¢)

(cl)

The Charter shall take-effect and the Uperating Company shall
sutomatically come mto existence without any further procedures.

Within ninety {90} days from the Effective Date, the Operating
Company shall prepare s first Production Schedule, Work Program
and Budget for the Shallow Horizon for the first Financial Year; and
not later than four {4) months preceding the commencement of cach
succeeding Financial Year thereafter {or such other date as may be
agreed upon by EGPC and CONTRACTOR), the Operating
Company shall prepare an annual Production Schedule, Work
Program and Budget for further Exploration und Development in the
Shallow Horizon for the succeeding Financial Year. Each
Production Schedule, Work Program and Budget in respect of the
Shallow Horizon shall be submitted to the Board of Directors of the
Operating Company for approval.

Within ninety (90) days after the datc a Commercial Discovery is
made in the Deep Horizon, the Operating Cormpany shall prepare a
Production Schedule, Work Program and Budget for further
Expltoration and Development in the Deep Horizon for the
remainder of the current Financial Year; and not later than four {4)
months before the end of the Fmancial Year in which such
Commercial Discovery in the Deep Horzon s made {or such other
date as may be agreed upon by BOPC and CONTRACUTOR) and not
fater than fouwr {4} months preceding the commencement of each
succeeding Financial Year thereafter {or such other date as may be
agreed upon by EGPC and CONTRAUTOR), the Operating
Company shall prepare an annual Production Schedule, Work
Program and Budget for further Exploration and Development in the
Deep Horizon for the succeeding Financial Year. Bach Production
schedule, Work Program and Budget in respect of the Deep Horizon
shall be submitted to the Board of Dircctors of the Operating
Company for approval.

Not later than the twentieth (200 day of each month following the
formation of the Operating Company, the Operaung Company shall
furnish to CONTRACTOR a written estimate of its total cash
requirements in respect of each of the Shallow Horizon and the
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Deep Horizon for expenditure for the first half and the second half
of the succeeding month expressed in U.S. Dollars having regard to
the approved Budgei(s) for the Operating Company. Such estimate
shall take into consideration any cash expected to be on hand at
month end.

Payment for the appropriate pertod of such month shall be made to
the applicable correspondent bank designated in paragraph (e) below
on the first (131) day and fifteenth (15h) day respectively, or the next
following business day, if such day is not a business day.

(¢) The Operating Company ts authorized to keep at its own disposal
abroad in accounts {(one in respect of the Shallow Horizon and one
in respect of the Deep Horizon) opened with a correspondent bank
of the Nattonal Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for transferring
to a local bank in the A.RE. the required amount to meet the
expenditures in Egyptian Pounds for the Operating Company in
conncction with 1ts activities under this Agreement.

Within sixty (60} days after the end of each Financial Ycar, the
Operating Company shall submit to the appropriate exchange
control authoritics 1n the A.R.E. a statement, duly certified by a
recognized firm of auditors, showing the funds credited to its
account relerred to above 1n this paragraph (), the disbursements
made out of that account and the balance outstanding at the end of
the Year.

(t} If and for as long during the period of production operations there
exIsts an excess capacity in facilities which cannot during the period
ot such cxcess be used by the Operating Company or CONTRACTOR
from a Development Lease or adjacent concession arca rclated to the
CONTRACTOR, EGPC shall use the excess capacity if it so desires
without any financial or operaitonal disadvantage to the CONTRACTOR
or the Operating Company.
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ARTICLE VII
SH. RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING IN SHALLOW HORIZON

{a} (1)} SH Cost Recovery Petroleam:

Subject to  the audiing provisions wder this  Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures m respect of all the Exploration, Development and
related operations carried cut 1n the Shaliow Horizon under this
Agrcement and approved by EGPC to the extent and out of thinty
five percent (35%) of all SH Petroleum produced and saved from the
SH Development Lease and not vsed in Petroleum operations in the
Shallow Horizon. Such SH Petroleum is heretnufter referred to as
"5H Cost Recovery Petroleum”.

For the purpose of determmming the classification of all costs,

expenses and expenditures for their recovery, the following terms

shall apply:

1. "SH Exploration Expenditures” shall mean alt costs and expenses
for Exploration caried out in respect of the Shullow Horzon and
the related portion of indirect expenses and overheads.

2. "SH Development Expenditures” shall mean all costs and
expenses for Developmen! carried out in respect of the Shallow
Horizon {with the exception of Opcrating Expenses) and the
related portion of indirect expenses and overheads.

3. "SH Operating Expenses” shall mean all costs, expenses and
expenditures made after the Effective Date of operations in
respect of the Shallow Horizon, which costs, expenses and
expenditures are not normally depreciable,

However, SH Operating Expenses shail in¢clude workover, repair

and maintenance of assets but shall not include any of the following:

sicletracking, redrilling and changing of the status of a well,
replacement of assets or part of an asset, additions, renewals or
major overhauiing.
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SH Exploration Expenditures, SH Development Expendituyes and
SH Operating Expenses shall be recovered from SH Cost Recovery

Petroleum i the following manner

(1} "SH Exploration Expenditures” shall be recoverable at the rate of
twenty percent (20%) per annum starting in the Tax Year in

which such expenditures are incurred and paid.

{i1) "SH Development Expenditures” shall be recoverable at the rate
of twenty percent {20%) per annurm starting in the Tax Yesr in

which such expenditures are incurred and paid,

(11} "SH Operating Expensas” shall be recoverable in the Tax Year

in which such costs and expenses are incurred and paid,

{iv} To the extent that, in 1a Tax Year, costs, expenses or
expenditures  recoverable per paragraphs (i), (i) and (i)
preceding exceed the value of all SH Cost Recovery Petroleum
for such Tax Year, the excess shall be camed forward for
recovery in the next succeeding Tax Year(s) uniil fully
recovered, but m ao case after the termination of this Agreement,
as to CONTRACTOR.

(v} The recovery of costs and expenses, based upon the rates
referred 1o above, shall be allocated (0 each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter s
thus allocated, shalt be carried forward for recovery in the next

quarter.
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(2}

(3)

Except as provided in Article VI SH (a) (3) and Article VI SH (e} (1),
CONTRACTOR shall each quarter be entitied to take and own all
SH Cost Recovery Petroleum, which shall be taken and disposed of
in the manner determined pursuant to Article VII SH {e). To the
extent that the value of all SH Cost Recovery Petroleumn afinbutable
to the Shallow Horizon as determined in Article VII SH (c) exceeds
the actual recoverable costs and expenditures, including any camry
forward under Article VII SH (4) (1) (1v), to be recovered in that
quarter in respect of the Shallow Horizon then the value of such SH
Excess Cost Recovery Petroleum shall be shared between EGPC and
CONTRACTOR in accordance with the following percentages:
EGPC - seventy percent {70%) and CONTRACTOR - thirty percent
{(30%:), The value of EGPC's share of SH Excess Cost Recovery
Petroleum shall be paid by CONTRACTOR 1o EGPC either (1) in
cash in the manner set forth in Ardicle IV of the Accounting
Procedure contained in Annex "E" or (i1) in Kind in accordance with
Article VII SH {a)} (3L

Ninety {(90) days prior to the commencement of cach Calendar Year
EGPC shall be entitled to clect by notice in writing o CONTRA(CTOR
to require payment of up to one hundred percent {100%) of EGPC's
share of SH Excess Cost Recovery Petrolcum in kind. Such
payment will be in Petroleum from the Shaltow Horzon F.O.B.
gxport terminal or other agreed delivery pomtl provided that the
amount of Petroleum taken by EGPC in kind in a quanier shall not
cxcced the value of SH Cost Recovery Petrolewn actuatly taken and
separiately disposed of by CONTRACTOR from the Shullow
Hortron during the previous quarter. 1 EGPCs enutiement o
receive payment of 118 share of SH Excess Cost Recovery Petroteun
in kind 1s limited by the forcgoing provision, the halance of such

entitlement shall be paud in cash.
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{b} Production Sharing

Sp ke
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{1} The remaining sixty five percent {65%) of the SH Petroleum
shall be divided between EGPC and the CONTRACTOR
according to the following shares: Such shares shall be taken
and disposed of pursuant to Article VII SH (e):

(3} Crude i1 and
Condensate

Crude Oif and Condensale
produced and saved from
the Shallow Honzon under
this Agreement and not
used m Petroleum operations
in the Shatlow Honzon,

That porlion  produced
during a month in the
relevamt quarter in which
the monthly average price
of dated Brent during such
month 3 equal 10 or less
than sevenly U5, Dollars
(370).

That  portion  produced
during a month in the
relevant quarter in which
the monthly average price
of datcd Brent duving such
month 18 more than seventy
.S, Dollars (370 bu
equal 10 or fess than eighiy
US. Dollars (§80),

EGPC
SHARE

{seventy percent}
(70%)

{sevenly two
percent)
{72%%:)

CONTRACTOR
SHARE

{thirty percent)
{(30%)

{{wenty eight
percent)
{28%)
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That  portion  produced
during a month n the
relevant quarter in which
the¢ monthiy average price
of dated Brent during such
month 15 more than eighty
LS. Dellars ($80) but
cqual to or less than nminety
LS. Doltars ($90).

That  portion  produced
during a month in the
relevant quarter in which
thec monthly average price
of dated Brent during such
month 1s more than ninety
LS. Dollars ($90) but equal
to or less than one hundred

LS. Dollars ($100).

That  portion  produced
during a month in the
relevant quarter in which
the monthly average price
of dated Brent during such
month 1s more than one
hundred LS. Dollars
{$10) but cqual o or less
than one hundred ton ULS.
Dollars (SO,

EGPC
SHARE
(seventy four

pereent)
(74%)

(sevently sIx
perecent)

(70%)

{seventy etght
pereent)

{78%)

CONTRACTOR
SHARE
{(twenty s1X
percent)
(26%)

{twenty four
percent)

(24%)

{twenty two
percent)
{229:)



Yo Ll WY G (D) S0 Y sl - R s A A

Jotall euad

AUl G e
YARY

Jatalt cuad

LU 8o
(/%)

W|ﬁmﬁ

LU g opls  Lealal o 2 oy il Sl
(/A) Sty el Dt ) e g S
P g eldd] bl a5

FUPTRRSPICN | BV U330 AP 1 O

PR LIS R IO I PO S0 +{ WP S V-

" LPG " fuad! gl & § jeilt -¥

whfiﬂ.m:i

SUl o (LPG) JLLLI s, dl ey 5L
YARS Slidadl s sy Jaizoel]y il
FEDEE Wi | PN S WPV IS E |

T VS | B AT E RS

il UPSI N | RSO N |V S PR |

Ao [ ol anS pad)



L SIS UL I N RO SIS SO | TV

That portion produced
during a month 1n the
relevant quarter in which
the monthly average price
of dated Brent during such
month 15 more than one
hundred ten U.S. Dollars

($110).

(ii) Gas and LPG

Gas and LPG produced and
saved from the Shallow
Horizon under this
Agreement and not used In
Petroleum operattons in the

Shallow Horzon (SCFD).

EGPC CONTRACTOR
SHARE SHARE
(eighty percent)  (twenty percent})
(80%) (20%)

EGPC CONTRACTOR
SHARE SHARE
(seventy percent) (thirty percent)
(70%) (30%)
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(2} After the end of each contractual year during the term of the SH

Gas Sales Agreement, EGPC and CONTRACTOR (as sellers)
shall render to EGPC or EGAS (as buyer) a statement for an
amount of Gas, If any, equal to the amount by which the
quantity of Gas of which EGPC or EGAS (as buyer) has taken
delivery falls below seventy five percent (75%) of the Contract
quantities of Gas as established by the SH Gas Sales Agreement
(the "SH Shorttall”), provided the Gas 15 available. Within sixty
(60) days of receipt of the statement, EGPC or EGAS (as buyer)
shall pay EGPC and CONTRACTOR (as scliers) for the amount
of the SH Shortfali, if any. The SH Shortfall shall be included
in EGPC's and CONTRACTOR's entitlement to Gas pursuant to
Article VII SH (a) and (b) in the fourth (4"} quarter of such
contractual year.

Quantities of Gas not taken but to be paid for under the SH Gas
Sales Agreement shall be recorded in a separate "SH
Take-or-Pay Account”. Quantities of Gas ("SH Make Up Gas")
which are delivered in subsequent years in excess of seventy
five percent (75%) of the contract quantities of Gas as
established by the SH Gas Sates Agreement, shall be set against
and reduce quantities of Gas in the "SH Take-or-Pay” account to
the extent thereof and, to that extent, no payment shall be due in
respect of such Gas. Such SH Make Up Gas shall not be
inciuded in CONTRACTOR's entitlement to Gas pursuant to
Article VII SH (a) and (b). CONTRACTOR shall have no
rights to such SH Make Up Gas.

If at the end of any contractual year, EGPC and CONTRACTOR
(as sellers) fail to deliver scventy five percent (75%) of the
annual contract quantity of Gas as defined in the SH Gas Sales
Agreement, the difference between seventy five percent (75%)
of the annual contractual quantity of Gas and the actual gas
quantity delivered shall be referred to as the "SH Deliver-or-Pay
Shortfall Gas”, EGPC or EGAS (as buyer) shall have the nght
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to take a quantity of Gus equal te the SH Deliver-or-Pay
Shortfalt Gas and such quantity ot Gas shall be pniced at ninety
percent (90%) of the Gas price as defined i the SH Gas Sales
Agreement. The mechanism for the Deliver-or-Pay concept will
be determined in the SH Gas Sales Agreement.

The percentages set forth in Article VII SH (a) and (b} in respect
of LPG produced from a plant constructed and operated by or on
hehalf of EGPC and CONTRAUTOR shall upply to all LPG
availubie for deltvery.
(¢} Valuation of SH Petroleum:
(1) Crude Qil:

(i} The SH Cost Recovery Crude Oil to which CONTRACTOR
is entitled berecunder shall be valued by EGPC and
CONTRACTOR at "Market Price” for each calendar
quarter.

(i1} "Market Price", for the purposes of this Article VII 5H (¢},
shall mean the weighted average prices realized from sales
by EGPC or CONTRACTOR dunng the calendar quarter,
whichever is higher, provided that the sales o be used m
arriving at the weighted average(s) shall be sales of
comparable quantities of SH Petroleuwm produced from the
Shallow Horizon on comparablc credit terms (n freciy
convertible currency from F.O.B. point of export sales to
non-affiliated companies at arm's length under all Crude
(il sales contracts then in effect for the sale of SH
Perroleum, but cxcluding Crude (8] sales contrucis
mvolving barter, and

{1} Sales, whether direct or mdirect, through brokers or
otherwise, of EGPC or CONTRACTOR to any
Affiliaied Company.

(2) Sales involving a quid pro quo other than payment in a
freely convertible currency or motivated in whole or
in part by considerations other than the usual
economic mcentives for commercial mm's length
crude o1 sales.
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(11) It is undersiood that in the case of "C.LF." sales,

appropriate doductions 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 for quahty of Crude Oil produced from the
Shallow Tlorizon, tretght advantuge or disadvantage of
port of loading and other appropriate adjustments. Market
Price shall be determined scparately for cach Crude O1l or
Crude Qil mix, and tor each port of loading.

(iv) If during any calendar quarter, therce are no such sales by

EGPC and/or CONTRACTOR under the Crude Qil sales
contracts in effect for Crude Oil produced und saved from
the Shallow Horizon, EGPC and CONTRACTOR shall
mutually agree upon the Market Price of the barrel of
Crude Oil 10 be used for such calendar quarter, and shall
be guided by all relevant and available evidence including
current prices in freely convertible currency of leading
crude oils produced by major oil producing countries (in
the Arabian Gulf or the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts terms but cxcluding paper sales and sales
promiscs where no crude o1l 1s delivered, to the extent that
such sales are effected under such terms and conditions
(cxcluding the price) not significantly different from those
under which the crude oil to be valued, was sold, and
always taking into consideration appropriate adjustments
for crude oil quality, freight advantage or disadvantage of
port of loading and other appropnate adjustments, as the
case may be, for differences in gravity, sulphur, and other
factors generally recognized by sellers and purchasers, as
reflected in crude prices, transportation ninety (90) days
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insurance premiums, unusual fees borne by the geller, and
for credit terms in excess of sixly €60} days, and the cost
of loans or guarantees granted for the benefit of the sellers
al prevalling interest rates.

it is the intent of the Parties that the value of the SH Cost
Recovery Crude Ot shall reflect the prevailing Markef
Price for such Crude Oil

{v} If either EGPC or CONTRACTOR considers that the
Market Price as determined under sub-paragraph (31)
above does not refiect the prevailing Market Price or in
the event EGPC and CONTRACTOR fail to agree on
Market Price for any Crude Ol produced in the Shallow
Horizon under this Agreement for any calendar quarier
within fifteen {135} days after the end thereof, any party
may elect at any time thereafter t© submmt 10 a single
arbifrator the question, what single price per barrel, in the
arbitrator's judgment, best represents for the pertinent
calendar quarter the Market Price for the Crude O in
guestion. The arbitrator shall make his determination as
soon as possible following the quarter in question.  His
determination shail be final and binding upon all the
partics. The arbitrator shali be selected n the manner
described below.

in the event EGPC and CONTRACTOR fail 10 agree on
the arbitrator within thirty {303 days from the date any
parly notifies the other that it has decided to submit the
determination of the Market Price to an arbifrator, such
arbitrator shall be chosen by the appointing suthovity
designated in accordance with Article XXV {g}, or such
ather appointing authonty with access {0 such expertise as
may be agreed to between EGPC and CONTRACTOR,
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with regard to the gualrfications for arbitrators set forth
bolow, upon wrilten apphication of one or both of BGPC

and CONTRACTOR. Copy of such application by one of
them shall be promptly seni to the other.

The arbitrator shall be 4s nearly as possible g person with
an established reputation in the international petroieum
industry as an expert 1 pricing and marketing crude oil
international commerce.  The arbittator shail not be a
citizen of a country which does not have diplomatic
relations with both the ARE. and TTALY. He may not
he, at the time of selection, emploved by, or an arbitrator
or consultant on a continuing or frequent basis to, the
American Petroloum Institute, the Organization of the
Peiroleumm Exporting Countries or the Orgamzation of
Arab Petroleum BExporling Countries. or a consultant on 8
continuing basis to EGPC, CONTRACTOR or an
Affiliated Company of either, buf past occasional
consultation with such companies, with other petrolcum
compantes, govornmental agencics or organtzalbions shall
not be a4 @round for disqualitication. He may not have
been. af any time during the two (23 years before selection,
an employec ol uny petroleum company or of any

sovernmental agency or OrgantZation.

Shauld a selected person decline or be unable to serve as
arbitrator or should the posiion of arbtirator fatl vacant
prior to the decision called for, another person shall be
chosen i the same manner provided in tns paragraph.
EGPC and CONTRACTOR shall shure equally the

expenscs of the arbitrator.
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The arbitrator shall make his determination in accordance
with the provisions of this paragraph, based on the best
evidence available to him. He will review o1l sales
contracts as well as other sales data and information but
shall be free to evaluate the extent to which any contracts,
data or information 1s substantiated or pertinent.
Representatives of EGPC and CONTRACTOR shail have
the right to consult with the arbitrator and furmish him
written materials provided the arbitrator may impose
reasonable limitations on this right. EGPC and
CONTRACTOR each shall cooperate with the arbitrator
to the fullest extent and each shall insure such cooperation
of its trading companies. The arbitrator shall be provided
access Lo crude oil sales contracts and related data and
information which EGPC and CONTRACTOR or their
trading compamnies are able to make avarlable and which n
the judgment of the arbitrator nmught aid the arbitrator in
making a valid determination.

(vi) Pending Market Price agreement by EGPC and
CONTRACTOR or determination by the arbitrator, as
applicable, the Market Price agreed for the quarter
preceding the quarter in question shall remain temporarily
tn effect. In the event either EGPC or CONTRACTOR
should incur a loss by virtue of the temporary continuation
of the Market Pricc of the previous quarter, 1t shall
promptly be reimbursed such toss by the other party plus
simple interest at the LIBOR plus two and one - halt
percent (2.5%) per annum rate provided for in Artcle [V
SDH (a) from the date on which the disputed amount(s)
shouild have been paid to the date of payment.
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{2y Gas and LPG

£13

{1t}

(iii)

The price pavable for Gas produced and saved from the Shallow
Horizon shall be $2.65/MMBTU (the "Shallow Purchase
Price™. provided that the Shallow Purchase Price shall be
reduced during periods that the relevant monthly avervage price
of dated Brent 1s less than twenty LS. Dollars (8200 1n

accordance with the {ollowmg formula:
Shallow Purchase Price {in §#MMBTID = OIS x BY + 0135

whore "B s egual 1o the monthly average price of dated Brent
for the month in which the Shallow Purchuse Price is being
determined provided abways that the Shallow Puwchase Price
shall in no cocumstances be less than $1.530/MMBTLL

Notwithstunding  paragraph (1) above, the price for Gas
produced and saved from the Shallow Horizon that 18 sllocated
for sule on ¢ global free market basis pursuant 10 this Artcle
VI SH, will be at g price cstablished in accordance with
Article VH JGEM .

The SH Cost Recovery und Production Xhares of (LLPG)
produced from SH Pelroleum from g plant constructed and
aparated by or on behalf of EGPC and CONTRACTOR shatl
be separgtely valued Tor Propane and Butane ot the omlet of
such LPG plant gccording o the following formula (uniess
otherwise agreed between EOPC and CONTRACTORY:

PLPG = 093 PR

Where

PLPG = LPO price (separately getermined for Propane and
Butanehin LLS. Dollars per metric ton,
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PR = The average over a period of a month of the figures

representing the mid-point between the high and
low prices in U.S. Dollars per metric ton quoted in
"Platt’'s LPGaswire” during such month for Propane
and Butane FOB Ex-Ref/Stor. West Mediterranean.

In the event that "Platt's LPGaswire” is 1ssued on
certain days during a month but not on others, the
value of (PR) shall be caiculated using only those
1ssues which are published during such month. In the
event that the value of (PR) can not be determined
because "Platt's LPGaswire” 1s not published at all
during a month, EGPC and CONTRACTOR shall
meet and agree to the value of (PR) by reference to
other published sources. In the event that there are
no such other published sources or if the value of
(PR) cannot be determined pursuant to the foregoing
for any other reason, EGPC and CONTRACTOR
shall meet and agree the value of (PR) by reference
to the value of LLPG (Propane and Butane) delivered
FOB from the Mediterranean Area.

Such valuation of LPG is based upon delivery at the
delivery point specified in Article VII SH (e} (2) (n1).

(iv) The prices of Gas and LPG so calculated shall apply during the

same month.

(v} The SH Cost Recovery and Production Shares of Gas and LPG

disposed of by EGPC and CONTRACTOR other than to
EGPC or EGAS pursuant to Article VII SH (¢) shall be valued
at the actual realized price recetved by the CONTRACTOR.
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(d)

Forecasts:

The Operating Company shall prepare (not less than minety (90)
days prior to the beginning of each culendar semester following the
Effective Date) and furmish in writing to CONTRACTOR and
EGPC a forecast setting out a total quantity of SH Petroleum that
the Operating Company estimates can be produced, saved and
transported from the Shallow Heorzon hereunder during such

calendar semester in accordance with good oil and gas industry

© practices.

(e)

The Operating Company shall endeavor to produce each such
calendar semester the forccast quantity. The Crude O1l produced
and saved from the Shallow Horizon shall be run to storage tanks or
offshore loading facilities constructed, maintained and opcrated
according to GOVERNMENT Regukitions, by the Operating
Company in which said Crude Otl shall be metered or otherwise
measured for royalty, and other purposes required by this
Agreement. Gas produced and saved from the Shallow Hortzon
shail be handled by the Operating Company in accordance with the

provisions ot Articie VII SH (c).
Disposition of SH Petroleum:

(1) EGPC und CONTRACTOR shall have the nght and the obligation
to separately take and freely export or otherwise dispose of,
currently alt ot the Crude Oil to which each 15 entitled under
Article VII SH (a) and (b). Subject to payment of sums due to
EGPC under Article VI SH (a) (2) and Armcle IX,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of

its share of SH Petroleum.
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Notwithstanding anything to the contrary under this
Agreement, priority shall be given to meel the requirements of
the A.R.E. market from CONTRACTOR's share under Article
VII SH (a) and (b) of the Crude Oil produced from the
Shallow Horizon and EGPC shall have the preferential rnight to
purchase such Crude Otil at a price to be determined pursuant
to Article VII SH (¢) or as agreed upon between EGPC and
CONTRACTOR. The amount of Crude Ol so purchased shall
include all or part of CONTRACTOR's share under Article
VI SH (b). Such amount shall be proportional to
CONTRACTOR's share of the total production of Crude Oil
from the concession areas in the AR E. that are also subject to
EGPC's preferential right to putchase. The payment for such
purchased amount shall be made by EGPC in U.S. Dollars or
in any other freely convertible currency remittable by
CONTRACTOR abroad.

It is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of cach relevant
calendar scmester, of the amount to be purchased during such
semester under this Articte VII SH (e) (1).

(2) With respect to Gas and LPG produced from the Shallow

Horizon:

(i) Priority shall be given to meet the requirements of the local
market as determuned by EGPC. Production of Gas from
Commercial Gas Wells in the Shallow Horizon 1n
existence as of the Effective Date ("Existing SH Gas")
shall be purchased in accordance with the terms of the SH
Gas Sales Agreement, which has been allocated to meet

the requirements of the local market.
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(1)

in the event that FGPC or EGAS is 10 be the buver of Gas
the suhject of a Commercial Discovery in the Shaltow
Horizon following the Effective Date ("Addivonal SH
Gas™) and Exaistinz SH Gas and Additonal SH Gas
collectively {("SH Gus™). the disposition of Gas to the
local markets as mdicated above shall be pursuant to an

amendment made to the S Gas Sales Agrcement.

Subject (0 the terms of anv such amendment to the SH
Gras Sales Agreement, EGPC and CONTRACTOR (as
sellers) shall have the abligation to deliver Addittonal SH
Gas to the tollowing point where such Addiitonal SH Gas
shall be metered for sales. rovalty, and other purposes

required by this Avreement:

(4)  In the event ihat the n::{i:'-;liﬂg LIPGoplant does not
process such Additonal SH Gas and no new LPG
plant s constructed to process such Addittonal SH
Gas, the dchivery pomnt shall be at the tliange
connecting tiie Development Lease pipeline o the
ncarest point on the National Gas Pipeline Gurid
Svstem as depicted o Annex "B hercto. or as
otherwise agrced by EGPC und CONTRACTOR,

(b1 In the event an LPG plant is constructed to process
such Additional SH Gas or such Addinonal SH Gas
1s processed through an exisung LPG plant (to the
extent avatlable), such Additional SH Gas shall. tor
the purposes of valuation and sales. be metered at
the outlet to such LPG  Plant However,
notwithstanding the fact that the metering shall take
place at the LPG Plant cutlet, CONTRACTOR
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shall (if required) through the Operating Company
build a pipeline suitable for transport of the
processed Additional SH Gas from the LPG Plant
outlet to the nearest point on the National (ras
Pipeline Grid System as depicted in Annex "F"
hereto, or otherwise agreed by EGPC and
CONTRACUTOR. Such pipeline shall be owned in
accordance with Article VHI () by EGPC, and 1ts
cost shall be financed and recovered by
CONTRACTOR as SH Development Expenditures
pursuant to Article VII SH.

(i} BEGPC and CONTRACTOR shall consult together lo
determine whether (o build a new LPG plant for
recovering LPG from any Additional SH Gas produced
hereunder. In the event EGPC and CONTRACTOR
decide to build a new LG plant, such LPG plant shali, as
1§ appropriate, be in the vicinity of the point of delivery
as determined in Article 1l and Article VII SH {e) (2) (i).
The deitvery of LPG for, rovalty and other purposes
required by this Agreement shall be at the outlet of the
exssting LPG plant or new LPO plant, as the case may be.
The costs of any such newly constructed LPG plant shall
be recoverable 1n accordance with the provisions of this
Agreement unless the Minisier of Petroleum agrees to

accelerated recovery.,
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(1v) EGPC or EGAS {us buyer) shall have the option to elect,

by minety (90) days prior written notice o EGPC and
CONTRACTOR {as sellers), whether payment for the
Gas which is subject to the SH Gas Sales Agreement and
LPG produced from an existing LPG plant or an LPG
plant constructed and operated by or on behall of EGPC
and CONTRACTOR, as valued 1n accordance with
Article VII SH {c}. and to which CONTRACTOR 1s
entitled under the SH Cost Recovery and Production
Sharing provisions of Article VII SH of this Agreement,

shali be made 1) in cash or 2) i kind.

Payments 1n cash shall be made by EGPC or EGAS (uas
buyer) at intervals provided for in the SH Gas Sales
Agrecement in U.S. Dollars, remittable by CONTRACTOR

abroad.

Payments in kind shall be calculated by converting the
vaiue of Gas and LPG to which CONTRACTOR is
cntitled 1nto equivalent barrels of Crude Oii to be taken
concurrently by CONTRACTOR from the Shallow
Horizon, or to the extent that such Crude Oil is
insutficient, Crude Oil from CONTRACTOR's other
concession arcas or such other arcas as may be agreed,
Such Crude Oil shall be added to the Crude Qil that
CONTRACTOR is otherwise entitied to lift from the
Shallow Horizon under this Agreement. Such equivalent
barrels shall be catculated on the bhasis of the provisions
of Article VII SH (¢) relating 1o the valuation of SH Cost
Recovery Crude O1l.
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Provided that payment of the vafue of Gus und LPG shall
always he t:nade in cash in U.S. Dollars remitiable by
CONTRACTOR abroad to the extent that there 1is
insufficient Crude Oil  available for conversion as

provided for ahove.

Payments {0 CONTRACUTOR {whether 1in cush or knd),
when related to CONTRACTOR's SH Cost Recovery
Petroleum, shall be mcluded in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petrolewm referred to in Article IV of Annex "E" of this

Agreement,
(hh QOperations:

If following the reversion to EGPC of any rights to Crude Oif
hereunder found in the Shallow Horizon, CONTRACTOR refains
rights to Gas in the SH Development Lease, or if, following
surrender of rights ta (Gas hereunder, CONTRACTOR retains nghts
to Crude Oil in the SH Development Lease, operations 10 explore
for or exploit the SH Petrolecum, the rights to winch have reverted
or been surrendered {Oil or Gas as the case may be) may only be
carricd out by the Operating Company which shall act on behalf of
EGPC alone, unless CONTRACUTOR and EGPC agree otherwise.

(g} Tanker Scheduling:

At a recasonable time prior to the commencement of commercial
production of SH Petroleum requiring shipment by tunker, EGPC
andd CONTRACTOR shall meet and agree upon a procedure for

scheduling tankor Bftings from the agreed upon point of export.
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(a)

BH. RECOVERY OF COSTS AND EXPENSES AND
PRODUCTHON SHARING IN DEEP HORIZON

(1) DH Cost Recovery Petroleum:

Subject to  the auditing  provisions  under  this  Agrecment,
CONTRACUTOR shall reeover quurterly all costs. oxpenses and
gxpenditures in respoect of gl the BEaplomation. Devclopmont and
refated operations carried out 1 the Decp Hortzon vnder ths
Agreernent and approved by BGPO 10 the exient and owl of thiny
five percent {350 of all Petroloum produced and saved from all
DH  Development Leasgs  within the Deep Horizon ("DH
Petroleum™) and not used in Petroleum operations in the Deep
Horizon. Such DH Petroleum is hereinafter referred to as "DH Cost
Recavery Peirolewm”.
For the purpose of determining the classification of all cosis,
expenses and expenditures for their recovery, the following terms
shail apply:
1. "DH Exploration Expendutures” shall mean all costs and expenses
for Exploration carned out in respect of the Deep Horizon and
the refated portion of indirect expenses and overheuds,

b

"DH Development Expenditures” shall mean all costs and
expenses for Development carried out in respect of the Decp
Horizon {with the exception of Operating Expenses) and the
related portion of indirect expenses and gverheads,

3. "DH Opecruting Expenses” shall mean all costs, expenses and
expenditures made afier intial Commerctal Production mn either
Sub-Arca A or Sub-Area B of the Deep Horizon, which cosis,
expenses and expendiures arg not normally depreciuble,

However, DH Qperating Expenses shall inciude workover, repair
and maintenance of assets but shall not include any of the
folowing: sidetracking, rednlling and chunging of the stutus of a
well, replucement of assets or part of an asset, additions, rencwals
or major overhauling.
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DH Exploration Expenditures, DH Development Expenditures and
DH Operating Expenses shall be recovered from DH Cost Recovery

Petroleum in the following manner:-

(i) "DH Exploration Expenditures”, including those accumulated
prior to the commencement of initial Commercial 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 from either Sub-Area A or Sub-Area
B of the Deep Horizon, shall be recoverable at the rate of twenty
percent (20%) per annum starting either in the Tax Year in
which such expenditures are incurred and paid or the Tax Year
in which initial Commercial Production commences, whichever

is the later date.

(i1) "DH Development Expenditﬁres", including those accumulated
prior to the commencement of {nitial Commercial 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 from either Sub-Area A or Sub-Area
B of the Deep Horizon, shall be recoverable at the rate of twenty
percent (20%) per annum starting either i the Tax Year in
which such expenditures are incurred and paid or the Tax Year
in which initial Commercial Production commences, whichever

1s the later date.

(ii1) "DH Operating Expenses”, incurred and paid after the date of
imtial Commercial Production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Qil or the first deliveries of Gas are made

from either Sub-Area A or Sub-Area B of the Deep Horizon,
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shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial Commercial Production occurs, whichever is the later

date.

(1v) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (iii) preceding exceed the
value of all DH Cost Recovery. Petroleum for such Tax Year,
the exeess shall be carried forward for recovery in the next
succeeding Tax Year(s) until fully recovered, but in no case

after the termination of this Agreement, as to CONTRACTOR.

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

quarter.

(2) Except as provided in Article VII DH (a) (3) and Article VII DH (e) (1),
CONTRACTOR shall each quarter be entitled to take and own all
DH Cost Recovery Petroleum, which shall be taken and disposed of
in the manner determined pursuant to Article VII DH (e). To the

extent that the value of all DH Cost Recovery Petrolcum attributable
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to the Deep Horizon as determined in Article VII DH (c) exceeds
the actual recoverable costs and exp_endil_tures, including any carry
forward under Article VII DH (a) (1) (iv), to be recovered in that
quarter in respect of the Deep Honzon then the value of éuch DH
Excess Cost Recovery Petroleum shall be shared between EGPC and
CONTRACTOR in accordance with the following percentages:
EGPC - seventy percent (70%) and CONTRACTOR - thirty percent
" (30%). The value of EGPC's share of DH Excess Cost Recovery
Petroleum -shall be baid by CONTRACTOR to EGPC either (1) in
cash in the manner set forth in Article IV of the Accounting
Pn:;ceclﬁre contained in Annex "E" or (ii) in kind in accordance with

Article VII DH (a) (3).

(3) Ninety (90) days prior to the commencement of each Calendar Year
EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require payment of up to one hundred percent
(100%) of EGPC's share of DH Excess Cost Recovery Petroleum in
kind. Such payment will be in Petroleum from the Deep Horzon
F.O.B. export terminal or other agreed delivery point; provided that
the amount of Petroleum taken by EGPC in kind 1in a quarter shall
not exceed the value of DH Cost Recovery Petroleum actually taken
and separately disposed of by CONTRACTOR from the Deep
Horizon during the previous quarter. If EGPC's entitlement to receive
payment of its share of DH Excess Cost Recovery Petroleum in kind
is limited by the foregoing provision, the balance of such entitlement

shall be paid in cash.
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(b) Production Sharing

{i} The remaining sixiif five percent {65%) of the DH Petroleum
shalf be divided between EGPC_and the CONTRACTOR'
according to the following shares: Such shar€s shall be taken
and disposed of pursuant to Article VII DH {e):

(1) - Crude Oil amnd
Condensate

Crude il and Condensate
produced and saved from
the Deep Henzon under
this Agreement and not
used in Petroleum operations
in the Deep Horizon.

That portion  produced.

during # month in the
relevant quarter in’ which
the momhbly average price
of dated Brent during such
month is equal to or less
than seventy U.S. Dollars

{$70).

That portion produced
during a month In the
relevant quarter in which
the monthly average price
of dated Brent during such
month 15 more than seventy
U.S. Dwollars ($70) bhut
equal 1o or less than eighty
1.5, Dollars (380)

EGPC
SHARE

{seventy percetit)
{710%)

{seventy two
percent)
{12%)

CONTRACTOR
SHARE

{thirty percent)
(309%)

{twenty eight
percent) .
(28%)
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That portion produced
during a month in the
relevant quarter in which

the monthly average price

of dated Brent during such
month is more than eighty
U.S. Dollars ($80) but
equal to or less than ninety
U.S. Dollars ($90).

That portion produced
during a month in the
relevant quarter in which
the monthly average pnce
of dated Brent during such

month is mor¢ than ninety

U.S. Dollars ($90) but equal
to or less than one hundred
U.S. Dollars ($100).

That portion produced
during a month in the
relevant quarter in which
the monthly average price
of dated Brent during such
month 'is more than one
hundred U.S. Dollars
($100) but equal to or less
than one hundred ten ULS.
Dollars ($110).

EGPC
SHARE
(seventy four
percent)
(74%)

( seventy six
percent)
(76%)

(seventy eight

percent)
(78%)

CONTRACTOR
SHARE
(twenty six
-percent)
(26%)

(twenty four
percent)
(24%)

(twenty two
percent)
(22%)



Y di b S G(D) Ke Y sl e L i A YA

iy

Jalal iiual

w  dep

:.:ufwaj_,.iﬁ
YARS:

FoLaki nptund

L

CUE 4 53N
WARD

bbby

w‘i W

LUL S opiled Lgarbisil o gl Doy il Sl
(7A) dﬁEJ&ﬂEM¥fJEMJ§%
P e gt B gill and

ey e all3 I g5 il 2

P SR G R ER Iy JU. Y W

- o
Y LPG " Jlad! Jo ! b g Jast-Y

Aoceg M dutuiinnd

BUL A o (LPG) Jladi dy ol 3l slall
VAL il g 4y izl il
Sl by BT sda ot Al

it drom it -*E;Mﬁ : t'"

lpgef el S 205) By 2]



L AT SO W S ER Y SN ) KOO QRN SUUN Y9 &

That portion  produced
during a month in the
relevant quarter in which
the monthly average price
of dated Brent during such

month 15 more than one
hundred ten U.S. Dollars

($110).

(ii) Gas and LPG

Gas and LPG produced and
saved under this Agreement
and not used in Petroleum

operations in the Deep
Horizon (SCFD).

EGPC CONTRACTOR
SHARE SHARE
(eighty percent)  (twenty percent)
(80%) (20%)
(seventy percent) (thirty percent)
(70%) (30%)
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(2) After the end of each contractual year during the term of ary Gas
Sales Agrﬂemﬁnt_enteréd into pursuant to Article VII1 DH (e),
EGPC and CONTRACTOR {(as sellers) shall render to EGPC or
EGAS (as buyer) a statement for an amount of Gas, if any, equal
to the amount by which the quantity of Gas of which EGPC or
‘EGAS (as buyer) has taken delivery falls below éeventy five
percent (75%) of the Contract quantities of Gas as established
by the applicable Gas Sales Agreement (the "DH Shortfall”},
provided the Gas is available. Within sixty (60) days of receipt
of the statement, EGPC or EGAS (as buyer) shall pay EGPC
and CONTRACTOR (as sellers} for the amount of the DH
Shortfall, if any. The DH Shortfall shall be included in EGPC's
and CONTRACTOR's entitlement to Gas pursuant to Article
VII DH (a) and (b) in the fourth (4™) quarter of such contractual
year.

Quantities of Gas not taken but to be paid for under any Gas
Sales Agreement entered ifito pursuant to Article VII DH (e)
shall be recorded in a separate "DH Take-or-Pay Account”.
Quantities of Gas ("DH Make Up Gas") which are delivered in
subsequent years in excess of seventy five perceﬁt (75%) of the
contract quantities of Gas as established by the applicable Gas
Sales Agreement, shall be set against and reduce quantities of
Gas in the "DH Take-or-Pay" account. to the extent thereof and,
to that extent, no payment shall be due .in respect of such Gas.
Such DH Make Up Gas shall not be included in
CONTRACTOR's entitlement to Gas pursuant to Article VII
DH (a) and (b). CONTRACTOR shall have no rights to such
DH Make Up Gas.

If at the end of any contractual year, EGPC and CONTRACTOR
(as sellers) fail to deliver seventy five percent (75%) of the

annual contract quantity of Gas as defined in any Gas Sales
Agreement entered into pursuant to Article VII DH (e) with
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EGPC or EGAS (as buyer), the difference between seventy five
percent {75%) of the annual contractual quantity of Gas and the
actual gas quantity delivered shall be referred to as the "DH
Deliver-or-Pay Shortfall Gas". EGPC or EGAS (as buyer) shall
have the right to take a quantity of Gas equal to the DH
Deliver-or-Pay Shortfall Gas and such quantity of Gas shall be
priced at ninety percent (90%) of the Gas price as defined in the
relevant Gas Sales Agreement. The mechanism for the
Deliver-or-Pay concept will be determined in the relevant Gas
Sales Agreement.

The percentages set forth in Article VII DH (a) and (b) in
respect of LPG produced from a plant constructed and operated
by or on behalf of EGPC and CONTRACTOR shali apply to all

LPG available for delivery.
(¢) Valuation of DH Petroleuin:
(1) Crude Oil:

(1) The DH Cost Recovery Crude Oil to which CONTRACTOR
is entitled hereunder shall be valued by EGPC and
CONTRACTOR at "Market Price” for each calendar
quarter.

(ii) "Market Price", for the purposes of this Article VII DH (c),
shall mean the weighted average prices realized from sales
by EGPC or CONTRACTOR during the calendar quarter,
whichever is higher, provided that the sales to be used in
arriving at the weighted average(s) shall be sales of
comparable quantities of DH Petroleum produced from the
Deep Horizon on comparable credit terms in freely
convertible currency from F.O.B. point of export sales to
non-affiliated companies-at arm's length under all Crude
Oil sales. contracts then in effect for the sale of DH
Petroleum, bat excluding Crude Oil sales contracts
involving barter, and '

(1) Sales, whether direct or indirect, through brokers. or
otherwise, of EGPC or CONTRACTOR to any
Affiliated Company.
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(2) Sales involving 2 quid pro quo other than payment in
a freely convertible carrency or motivated in whole
or in part by considerations other than the usual
economic incentives for commercial arm's length
crude oil sales.

{111) It 1s understood that in the case of "C.LEF." sales, appropriate
deductions shall be made for transport and insurance
charges to calculate the F.Q.B. point of export pricé; and
always taking into account the appropriate adjustment for
quality of Crude Oil produced from the Deep Horizon,
freight advantage or disadvantage of port of loading and
other appropriate adjustments. Market Price shall be
determined separately for each Crude il or Crude Qil
mix, and for each port of loading.

(1v) If during any calendar quartef, there are no such sales by
EGPC and/or CONTRACTOR under the Crude Oil sales
contracts in effect for Crude Oil produced and saved from
the Deep Horizon, EGPC and CONTRACTOR shall
mutually agree upon the Market Price of the barrel of
Crude Otl to be used for such calendar quarter, and shall
be guided by all relevant and available evidence including
current prices in freely convertible currency of leading
crude oils produced by major o1l producing countries (in
the Arabhan Gulf or the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts terms but excluding paper sales and sales
promises where no crude oil is delivered, to the extent that
such sales are effected under such terms and conditions

(excluding the price) not significantly different from those
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(v}

under which the crude oil to be valued, was sokd, and
always iaking inte consideration appropriaté adjustments
for crude oil quality, freight advantage or disadvantage of
port of loading and other appropriate adjustments, as the
case may be, for differences in gravity, sulphur, and other
factors generally recognized by sellers and purchasers, as
reflected in crude prices, transportation ninety {90) "{iays
insurance premiums, onusual fees borne by the seller, and
for credit terms in excess of sixty {60) days, and the cost
of loans or guarantees granted for the benefit of the sellers
at prevailing interest rates.

It is the intent of the Parties that the value of the DH Cost
Recovery Crude Qil shall reflect the prevailing Market
Price for such Crude Uil

If etther BGPC or CONTRACTOR considers that the
Market Price as determined under sub-pavagraph (1)
above does not reflect the prevailing Market Price or
the event EGPC and CONTRACUTOR fail' to agree on
Market Price for any Crude Oil produced in the Deep
Horizon under this Agreement for any calendar quarter
within fifteen (15) days after the end thereof, any party
may clect at any tume thergaffer to submit to a singie
arbitrator the guestion, what single price per barrel, in the
arbitrator's judemen!, best represents for the pertinent
calendar quarter the Market Price for the Crude 01} in
questions, The arbitrator shall make his determination as
soon as possible following the quarter in question. s
determination shall be final and binding upon all the
parties. '~ The arbitrator shall be selected mn the manner
described below.
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In the event EGPC and CONTRACTOR fail to agree on
the arbitrator within thirty (30) days from the date any
party notifies 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 XXV (e), or such
other appointing authority with access to such expertise as
may be agreed to between EGPC and CONTRACTOR,
with regard to the qualifications for arbitrators set forth
below, upon written application of one or both of EGPC
and CONTRACTOR. Copy of such application by one of
them shall be promptly sent to the other.

The arbitrator shall be as nearly as possible a person with
an established reputation in the international petroleum
industry as an expert in pricing and marketing crude oil in
international commerce. . The arbitrator shall not be a
citizen of a country which does not have diplomatic
relations with both the AR.E. and ITALY. He may not
be, at the time of selection, employed by, or an arbitrator
or consultant on a continuing or frequent basis to, the
American Petroleum Institute, the Organization of the
Petroleum Exporting Countries or the Organization of
Arab Petroleum Exporting Countries, or a consultant on a
continuing basis to EGPC, CONTRACTOR or an
Affihated Company of either, but past occasional
consultation with such companies, with other petroleum
companies, governmental agencies or organizations shall
not be a ground for disqualification. He may not have
been, at any time during the two (2) years before selection,
an employee of -any petroleum company or of any
governmental agency or organization.

Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant
prior to the decision called for, another person shall be
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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 detenmenation in accordance
with the provisions of this paragraph, based on the best
evidence available to him.  He will review oil sales
contracts as well as other sales data and information but
shall be free to evaluate the extent to which any contracts,
data or information is substanttated or pertinent.
Representatives of EGPC and CONTRACTOR shall have
the right to consult with the arbitrator and fumish him
written materials provided the arbitrator may 1mpose
reasonable limitations on this right. EGPC. and
CONTRACTOR each shall cooperate with the. arbitrator
to the fullest extent and each shall insure such cooperation
of its trading compantes. The arbitrator shall be provided
access to crude oil sales contracts and related data and
information which EGPC and CONTRACTOR or their
trading companies are able to make available and which in
the judgment of the arbitrator might aid the arbitrator In
making a valid determination.

{vi} Pending Market Prce agreement by EGPC and

CONTRACTOR or determination by the arbitrator, as
applicable, the Market Price agreed for the quarter
preceding the quarter in guestion shall remain temporarily
in effect. In the event either EGPC or CONTRACTOR
should incur a loss by virtue of the temporary contiruation
of the Market Price of the previous quarter, it shall
promptly be retmbursed such loss by the other party plus
simple interest at the LIBOR plus two and one - half
percent (2.5%) per annum rate provided for in Article IV
SDH (a) from the date on which the disputed amount(s)
should have been paid to the date of payment,
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(2) Gas and LPG

(i) The price payable for Gas produced and saved f_ruﬁl the Deep
Horizon in the first two Years following commencement of
initial Commercial Production of such _Gas shall be
$3.25/MMBTU (the “Initial Deep Purchase Price”); prdvided
that the Initial Deep Purchase Price shall be reduced dunng
periods that the relevant monthly average price of dated Brent
is less than twenty U.S. Dollars ($20) in accordance with the
following formula:

Initial.Deep Purchase Price (in ¥MMBTU) = (0.175 x B) - 0.25

where "B" is equal to the monthly average price of dated Brent
for the month in which the Initial Deep Purchase Price 1s being
determined provided always that the Initial Deep Purchase
Price shall in no circumstances be less than $1.50/MMBTU.

(i1) The price payable for Gas produced and saved from the Deep
Horizon following the ‘end of the second Year following
commencement of initial Commercial Production of such Gas
shall be $3.50/MMBTU ({the "Subsequent Deep Purchase
Price"); provided that the Subsequent Deep Purchase Price
shall be reduced during periods that the relevant monthly
average price of dated Brent is less than twenty U.S. Dollars
($20)' in accordance with the following formula:

Subsequent Deep Purchase Price (in ¥MMBTU)=(0.2x B) - 0.5

where "B" is equal to the monthly average price of dated Brent
for the month in which the Subsequent Deep Purchase Price is
being determined provided always that the Subsequent Deep
Purchase Price shall in no circumstances be less than

$1.50MMBTU.
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(iii} Notwithstanding paragraphs (i) and (ii) above, the price for

Gas produced and saved from the Deep Horizon that is
allocated for sale on a global free-market basis pursuant to this

Article VII DH, will be at a price established in accordance
with Article VII JGFM.

(iv) The DH Cost Recovery and Production Shares of (LPG)

produced from DH Petroleum from a plant constructed and
operated by or on behalf of EGPC and CONTRACTOR shall
be separately valued for Pi‘ﬂpﬂ!'lﬂ and Butane at the outlet of

such LPG plant according. to the following formula (unless
otherwise agreed between EGPC and CONTRACTORY):

PLPG =0.95 PR

Where

PLPG = LPQG price (separately determined for Propane and

Butane) in U.S. Dollars per metric ton.

PR = The average over a period of a month of the figures
representing the mid-point between the high and
low prices in U.S. Dollars per metric ton quoted in
"Platt’s LPGaswire" during such month for Propane

and Butane FOB Ex-Ref/Stor. West Mediterranean.

[n the event that "Platt's LPGaswire” is issued on certain days
during a month but not on others, the value of (PR) shall be
calculated using only those issues which are published during

such month. In the event that the value of (PR) can not be



Yool L Ll VY S ) S ¥ osaadl - e S5 V01

Y[R ER T DU P N DO R,
»lall JI ?__ﬁ'_;-‘le o) dad Je C}Lm“_'__: Jslall 5 2yt C“;
131 51 oS 35 pde joban 3pmy e Do d 5 55915 0l
o A s Y G WLy (o) dad i plazldl 2 e 8
do b u-” f__r-?ﬁ-! () o) s U-LG oliiz JJU-“ yiiygll c-T-":
P b o2 W (5Bl 5 Sl Al (LPG) Ll Jy 21 5
SO S RPN T -+ L NPT A W
oo ol peld e (LPG) JLadt ol 38 it s ks
Ul e (¥ (Y)Y () 5,400 baumdl el Qb 3 ehous!
. adeasdl Ola oIt Lilast] das L
Ll oy 1 (LPG) Sl Jy )l 5L o 50 Lad oy ~ 6
3t s M el L Je
shes Al e Y o lnesdly IS sl ot s o 7 - Y
oz op il e W ol bl dilaesl] (LPG) Jiuli Jy =
(€SO A 1 00 | S-S VY E WA [ £ JPPR DUE
bl e M| Slidatl dilestt Gl 33U1 e () 5 a4l
sl e I Wl s e
i Gl [ (2)

RUDICIY-SUUPE T TMRG I U GV UF S0 CH I OO | A B 11 L gt | O
5055 { At S LI o odizin Zladl Il amy JSYI e Loys (42)
eend) Ol Jy 5 28 Jlia| s i gl 5 Jyliedd wenis Lylus
W5 L Bliss! , Lol oS o lbenll 21 25,201 uis i
dnea | Ll Gl NS 23Ul i daziie il ol bl e

Sl oyl il b i Al A J oo™ sy 155,50



VoV

YA Sl VP (1) S0 Y sualt = e I 5

(d)

determined because "Platt's LPGaswire" is not published at all
during a month, EGPC and CONTRACTOR shail. meet and
~agree to the value of (PR) by reference -to other published
sources. In the event that there are no such other ‘published
sources or if the value of (PR) cannot be determined pursuant
to the foregoing for any other reason, EGPC and CONTRACTOR
shall meet and agree the value of (PR) by reference to the
value of LPG (Propane and Butane) delivered FOB from the
‘Mediterranean Area.

Such valuation of LPG is based upon delivery at the delivery
point specified.in Article VII DH (e) (2) (in1).

(v) The prices of Gas and LPG so calculated shall apply during the

same month.

(vi) The DH Cost Recovery and Pmdu&titm Shares of (as and LPG
disposed of by EGPC and CONTRACTOR other than to
EGPC or EGAS pursuant to Article VII DH (e) shall be valued
at the actual realized price received by the CONTRACTOR.

Forecasts:

The Operating Company shall prepare (not less than ninety (90)
days prior to the beginning of each calendar semester following first
regular production in the Deep Horizon) and furnish in writing to
CONTRACTOR and EGPC a forecast setting out a total quantity of
DH Petroleum that the Operating Company estimates can -be
produced, saved and transported from the Deep Horizon hereunder
during such calendar semester in accordance with good oil and gas

indusiry practices.
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(e)

The Operating Company shall endeavor to produce each such
calendar semester the forecast quantity. The Crude Oil prﬂduced
and saved from the Deep Horizon shall be run to storage tanks or
offshore loading facilities constructed, maintained and upcrated
according to GOVERNMENT . Regulations, by -the Operating
Company in which said Crude Oil shall be metered or otherwise
measured for royalty, and other purposes required by this
Agreement. Gas produced and saved from the Deep Horizon shall
be handled by the Operating Company in accordance with the
provisions of Article VII DH (e).

Disposition of DH Petroleum:

(1) EGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which each is
entitied under Article VII DH (a) and (b). Subject to paymf:.ﬁt
of $ums due to EGPC ander Article V1I DH (2) (2) and Article
X, CONTRACTOR shall have the right to remit and retain
abroad all funds acquired by it including the proceeds from the
sale of its share of DH Petroleum.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meet the requirements of the A.R.E.
market from CONTRACTOR's share under Article VII DH (a) and
(b) of the Crude Oil produced from the Deep Horizon and EGPC
shall have the preferential right to purchase such Crude Oil at a
price to be determined pursuant to Article VII DH (cJ or as agreed
upon between EGPC and CONTRACTOR. The amount of Crude
Oil so purchased shall include all or part of CONTRACTOR's share
under Article VII DH (b). Such amount shall be proportional to
CONTRACTOR's share of the total production of Crude Oil from
the concession areas in the A.R.E. that are also subject to EGPC’s
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preferential right to purchase. The payment for such purchased

amount shall be made by HGPC 1 U.S. Dollars or it any other
freely convertible currency remittable by CONTRACTOR abroad.

it is agreed upon that EGPC shall notify CONTRACTOR, at teast
forty-five (43} days prior to the beginning of each relevant calendar

semester, of the amount to be purchased dunng such semester under
this Article VIIDH (e) (1)

With respect to Gas and LPG produced from the Deep Horizen:

(1)

(i1)

Priority shall be given to meet the requirements of the tocal
market as determined by EGPC. |

In the event that EGPC or EGAS 15 to be the buver of Gas
producedt from the Deep Horizon ("DH Gas"), the disposition
of DH Gas to the local markets as indicated above shall be by
virtue of long term Gas Sales Agreements to be enfered into
hetween EGPC and CONTRACUTOR {as sellers) and BEGPC or
EGAS (as buyer).

EGPC and CONTRACTOR (as seliers) shall have the
obligation to deliver DH Gas to the following pownt where
such DI Gas shail be metered for sales, royailty, and other
purposes required by this Agreement:

{a) In the event that the existing LPG plant does not process
stich DH Gas and no new LPO plant is construcied o
process such DH Gus, the delivery point shall be at the
flange connecting the Development Lease pipeline to the
nearest pomnt on the National Gas Pipeline Gnd System as
depicied i Annex "F" hereto, or as otheywise agreed by
BGPC and CONTRACTOR.
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{b) I[n the event an LPG plant 1s constructed to process such
DH Gas or such ]E)[—] (Gas 15 processed through an existing
LPG plant (to the extent available), such DH Gas shall, for
the purposes of valuation and sales, be metered at the
outlet to such LPG Plant. However, notwithstunding the
fact that the metering shall take place at the LPG Plant
outlet, CONTRACTOR shall (if required) through the
Operating Company build a pipeline suitable for transport
of the processed DH Gas from the LPG Plant outict to the
nearest point on the National Gas Pipeline Grid System as
depicted in Annex "F" hereto, or otherwise agrecd by
EGPC and CONTRACTOR. Such pipelire shall be
owned in accordance with Article VIII (a) by EGPC, and
its cost shall be financed and recovered by
CONTRACTOR as DH Development Expenditures
pursuant to Article VI DH. |

(1) EGPC and CONTRACTOR shall consult together to determine
whether to build a new LPG plant for recovering LPG from
any DH Gas produced hereunder. In the event EGPC and
CONTRACTOR decide to build a new LPG plant, such LPG
plant shali, as is appropriate, be in the vicinity of the point of
delivery as determined in Article Il and Article VI DH (e) (2) (i1).

The delivery of LPG for. royalty and other purposes required
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by this Agreement shall be at the outlet of the existing LPG
plant or new LPG plant, as the case may be. The costs of any
such newly constructed LPG plant shall be recoverable 1n
accordance with the provisions of this Agreement uniless the

Minister of Petroleum agrees to accelerated recovery,

{iv) EGPC or EGAS {as buver) shall have the option to elect, by
ninety (90} days prior written notice to EBEGPC and
CONTRACTOR (as sellers), whether payment for the Gas
which is subject to a Gas Sales Agrecement between EGPC and
CONTRACTOR {as sellers) and EGPC or EGAS (as buyer)
and LPG produced from an existing LPG plant or an LPG
plant constructed and Dpemt;:d by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Anticle VII DH
(¢}, and to which CONTRACTOR 1s entitled under the DH
Cost Recovery and Production Sharing provisions of Article
VI DH of this Agreement, shall be made [} in cash or 2) i

kind.

Paymenits in cash shall be made by EGPC or EGAS (as buyer)
at intervals provided for in the relevant Gas Sales Agreement

m U.S. Dollars, remittable by CONTRACTOR abroad.

Payments m kind shall be calculated by convertimg the value
of Gas and LPG to which CONTRACTOR 15 enutled mlo

equivalent barrels of Crude Oil to be taken concurrently by
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CONTRACTOR from the Deep Horzon, or to the extent that
such Crude Oil is insufficient, Crude Oil from CONTRACTOR's
other concession areas or such other areas as may be agreed.
Such Crude ©Oil shall be added to the Crude Oil that
CONTRACTOR is otherwise entitled to Iift under this
Agreement. Such equivalent barrels shall be calculated on the
basis of the provisions of Article VII DH (c) reialing 1o the

valuation of DH Cost Recovery Crude Oil.

Provided that paymient of the value of DH Gas and LPG shall
ajways be made in cash in U.S. Dollurs remittable by
CONTRACTOR abroad to the extent that therc 1s insulficient

Crudc Qil available for conversion as provided for above.

Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR's DH Cost Recovery Petrolcum,
shall be included in CONTRACTOR's Statement of Recovery
of Costs and of Cost Recovery Petrolcum referred te 1n Article

[V of Annex "E" of this Agreement.

(v) Should EGPC or EGAS (as buyer} fail to enter into a long-term
Gas Sales Agreement in respect of DH Gas with EGPC and
CONTRACTOR (as sellers) within four (4) ycars from a
notice of Commercial Gas Discovery pursuanl to Article 1II
DH, (subject to obtaining EGPC's prior written approval)
EGPC and CONTRACTOR shall have the right to Jointly
Market on a global free-market basis the CONTRACTOR's
share of DH Gas and LPG in respect of which the notice of

Commercial Discovery is given .
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(vi) The proceeds of sale of CONTRACTOR's share of DH Gas and
LPG disposed of pursuant to Article VII DH (e) (2) (v} may be
freely remitted or retained abroad by CONTRACTOR.

(vi1) In the event EGPC and CONTRACTOR agree to accept new

Gas and LPG producers to join in an ongoing project in

respect of the Joint Marketing of Gas from the Deep Horizon

on a global free- market basis, such producers shall have to

contribute a fair and equitable share of the investment made.

(viii) (a2)

(bb)

Upon the expiration of the four (4) year period referred
to in Article VII DH (e) (2} (v), CONTRACTOR shall
have the obligation 1o exert its reasonable efforts to find

a global market for the relevant DH Gas reserves.

In the event at the end of the four (4) year period referred
to under Article VII DH (e) (2) (v), CONTRACTOR and
EGPC have not entered into a Gas Sales Agrecement,
CONTRACTOR shall retain its rights to such DH Gas
reserves for a further period of up to four (4} years,
subject to Article VII DH (e) (2) (viii) {cc), during which
penod EGPC shall attempt to find a market for such DH

(5as reserves.

In the event that CONTRACTOR is not selling its sharc
of the DH Gas on a global free-market basis and
CONTRACTOR has not entered into a Gas Sales
Agreement pursuant to Article VH DH (e) (2) prior to
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the expiry of eight {8 years from CONTRACTOR'
notice of Commercial Gas Discovery, CONTRACTOR
shall surrender the DH Gas reserves in respect of which
such notice has been given. It being undersiood that
CONTRACTOR shall, at any time prior 1o the expiry of
such eight (8) year period, suwrrender the DH Gas
reserves, if CONTRACTOR i not seiling the DH Gas
on a global free-market basis and CONTRACTOR. does
not accept an offer of a {jas Sales Agreement from
EGPC within six {6} months from the date such offer is
made provided that the Gas Sales Agreement affered to
CONTRACTOR shall take into consideration the
relevant technical and economi¢ factors to enable 2

commercial contract including:
- A sufficient delivery rate.

- Delivery pressine to enter the National (as Pipeline
Grid Svstem at the point of delivery.

- Delivered Gas quality specifications not more stringent
than those imposed or required for the Natonal Gas
Pipeline Gnid System.

- The Gas prices as specified m the Gas Dales
Agreement, which shall be the price specified in
Articie Vii DH (¢} (2.

{dd} In the event that CONTRACTOR has not entered mto &
(as Sales Agreement pursuant to Article VIL DH (e} (2)
or otherwise found an acceptable scheme for commercial
disposat of such DH Gas, at the tme of the expiration of
eight (8) vears from CONTRACTOR's notice of
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(1)

{g}

Commercial Discovery of DH (as or fathng agreement
with BGPC E}i“; gas disposal 4t the expiration of eight (8)
years, CONTRACTOR shall surrender to EGPC such
DH Development Lease(s) in which such DH Gas
discovery is made, unless there is existing Commercial

Production of DH Gas in the apphcable Sub-Area.

{ix) CONTRACTQOR shall not be oblipated to surrender a DH
Development Lease based on a Commercial Gas Discovery, if
Crude Ot has been discovered in commercial guantities i the

same DH Development Lease,
Operations:

i following the reversion to EGPC of any rnights o Crude G
hereunder found in the Deep Hﬁ't'izf;n# CONTRACTOR retains
rights to Gas in the same DH Development Lease, or if, following
survender of rights 1o Gas hereunder, CONTRALCTOR retams nights
o Crude Oil in the same DH Developmient Lease, operations 10
explore for or exploit the Petroleurn, the rights to which have
reverted or been surrendered (Osl ar Gas us the case may be) may
only be carried out hy the Operating Company wimch shall act on
behalf of EGPC alone, unless CONTRACTOR and EGPU agree

otherwise.
Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production of DH Petroleum requiring shipment by tanker, EGPC
and CONTRACTOR shall meet and agree upon a procedure for

scheduling tanker liflings from the agreed upon point of export.
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SDH. RECOVERY OF COSTS AND EXPENSES COMMON
TO SHALLOW HORIZON AND DEEP HORIZON

(a) SH Exploration Expenditures or DH Expluratiun Expenditures that
are related to both the Shallow Horizon and the Deep Horizon shall
be allocated as between the Shallow Horizon and the Deep Horizon
in accordance with accepted engineering practices or as otherwise
mutually agreed between EGPC and the CONTRACTOR and
recovered (if permitted) without duplication tn accordance with
Articlie VII SH or VII I2H, as applicable.

(b) SH Development Expenditures or DH Development Expenditures
that are related to both the Shaliow Horizon and the Deep Horizon
shall be allocated as between the Shallow Horizon and the Deep
Horizon in accordance with accepted engineering practices or as
otherwise mutually agreed between EGPC and the CONTRACTOR
and recovered (if permitted) without duplication in accordance with
Article VII SH or VII DH, as applicable.

(¢) SH Operating Expenses or DH Operating Expenses that are related to
both the Shallow Horizon and the Deep Horizon shall be allocated
as between the Shallow Horizon and the Deep Horizon incurred in
respect of the Shallow Horizon and the Deep Horizon in accordance
with accepted engineering practices or as otherwise mutually agreed
between EGPC and the CONTRACTOR and recovered (if
permitted) without duplication in accordance with Article VII SH or
VII DH, as applicable.

(d} Without prejudice to the foregoing paragraphs of this Article VII
SDH, costs, expenses and expenditures recoverable in relation to the

Shaltow Honzon per paragraphs (i), (ii) and (1) of Article VII SH
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{#} {1} and in relation to the Deep Horizon por paragraphs {1}, (1)
and (11} of Arucic VII BH (&) (1) shall be calculated separately and
shall be recoverable independently withoul regard to expenditures or
production i one horizon as opposed to the other horizon.

{e} To the extent SH Petroleum 1s used in Petroleum operations in the
Deep Horizon, or to the extent that DH Petroleum 18 used in
Petroleum operations in the Shallow Horizon, a necessary
admstment and compensation shall be made between the Shallow

Horizon and the Deep Honzon, as the case may be, calcutated

accordance with accepted engineering practices or as olherwise
mulually agreed between EGPC and the CONTRACTOR.

JGFM, JOINT GLOBAL FREE-MARKETING OF GAS FROM
THE SHALLOW HORIZON AND DEEP HORYZON

For the avoidance doubt, all Gas produced and saved from the Area shall
confinue 1o be valued and disposed of in accordance with Article VI SH £} {2},
Articie VII SH (e} (2). Article VIT DH (¢} {2} and Article VH DH {2} {2},
unless {and only to the cxtent that) the provisions of this Article VII
JGEM apply.

(a} One-Time Option to Jointly Market Gas on a Giobal Free-Murket

Basis:
(1) 1Inthis Article VII JGFM (a):

"Actual Net Back Price™ means the price determined pursuant 1o the
relevant LNG Sales Agreement minus the Onshore Costs.

"LLNG Sales Agreement” means a LNG sale and purchase agreement
{or other contractual arrangements praposced by the CONTRACTOR)
agreed between the CONTRACTOR and BGPC pursuant 1o Article
VII JGEM (a) (4).
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"Offshore Terms and Conditions” means the terms and conditions of
the relevant LNG Sales Agreement, including the identity of the

purchaser and the price.

"Ome-Time Option” means the option of the CONTRACTOR
pursuant to Article VII JGFM (a) (3} to make a one-time ¢lection by
written notice to EGPC to Jointly Market on a global free-market
basis all or part of the Relevant CONTRACTOR Gas Production at

a price equal to the Relevant Net Back Price (subject to the terms of

this Agreement).

"Onshore Costs” means the costs incurred within Egypt n
connection with the Relevant CONTRACTOR Gas Production
clected by the CONTRACTOR to be Jointly Marketed on a global
free-market basis pursuant to the On‘e-Time Option, which shall be
equal to the costs associated with transportation of such Relevant
CONTRACTOR Gas Production to the Damietta Train 1 LNG Plant
and the liquefaction of such Relevant CONTRACTOR Gas
Production at the Damietta Train | LNG Plant. Onshore Costs
incurred by EGPC  in connection  with  such  Relevant
CONTRACTOR Gas Production shall be taken into account in

determimng the Relevant Net Back Price.

"Onshore Terms and Conditions” means the terms and conditions of
transport and liquefaction within Egypt of the Relevant CONTRACTOR
Gas Production agreed between lhe CONTRACTOR and EGPC
pursuant to Article VIT JGEFM (a) (4}.

"Relevant CONTRACTOR Gas Production” means the
CONTRACTOR's share of SH Gas production and/or DH Gas
production up to an aggregate of 140 MMSCFD.
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(2)

{(3)

"Relevant Net Back Price” means (1} 1n the case of Relevant
CONTRACTOR Gas Production that is sold on a global free-market
basis pursuant to the One-Time Option, the Actual Net Back Price,
subject to 4 maximum price of $6.00/MMBTU, or (i1) in the case of
Relevant CONTRACTOR Gas Production elected by the
CONTRACTOR 1o be Jointly Marketed on a global free-market
basis but required by EGPC to be allocated to the domestic market
pursuant to the One-Time Option, a price equivalent to the Actual
Net Back Price, subject to a maximum price of $6.00/MMBTU.

This Article VII JGFM (a) applies only in relation to Relevant
CONTRACTOR Gas Production. Any of the CONTRACTOR's
share of SH Gas production and/or DH Gas production 1 excess of
any Relevant CONTRACTOR Gas Production Jointly Marketed on
a global free-market basis pursuant to the One-Time Option shall
continuec to be disposed of in accordance with the SH Gas Sales
Agreement and other Gas Sales Agreement and/or, if applicable,
subject to agreement by EGPC 1n accordance with Articie Vi
JGFM (b).

No later than 1 June 2010 {(or such later time as the CONTRACTOR
and EGPC may agree), the CONTRACTOR may make a one-time
election by written notice to EGPC to Jointly Market on a globaj
free-market basis all or part of the Relevant CONTRACTOR Gas
Production at a price equal to the Relevant Net Back Price; provided
that, if EGPC determines (by written notice to the CONTRACTOR
within 90 days of rcceipt of the said written notice from the
CONTRACTOR) that all or part of the Relevant CONTRACTOR
Gas  Production 1s required for the domestic market, the
CONTRACTOR shali instead sell such Relevant CONTRACTOR
Gas Production to EGPC or EGAS at a price cqual to the Relevant
Net Back Price and on the terms of a Gas Sales Agreement or an
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(4)

(5}

amendment to the SH Gas Sales Agreement {0 be mutually agreed
between the CONTRACTOR and EGPC or EGAS (with a period
that is at least as long as the period proposed by the CONTRACTOR
in connection with the sale on a global free-market basis, subject to,
unless otherwise agreed between EGPC and the CONTRACTOR, a
maxtmum period equal to the remarmng term of the SH Development
Lease Period or thc DH Development Lease Period, excluding any
SH Development Lease Extension Period or DH Development
Lease Extension Period).

The sales pursuant to the One-Time Option by the CONTRACTOR
shall commence on 1 July 2012 (or such other date as EGPC and the
CONTRACTOR may agree). If such Relevant CONTRACTOR
Gas Production is Jointly Marketed on a global free-market basis,

EGPC undertakes to procure the transportation within Egypt and
liquefaction of such Relevant CONTRACTOR Gas Production.

The CONTRACTOR shall be entitled to propose the Offshore Terms
and Conditions (including price and the idantity of the purchaser
(which may include a purchase by the CONTRACTOR or any
Affiliated Company of the CONTRACTOR on market terms))} on
which such Relevant CONTRACTOR Gas Production shall be sold
(the "CONTRACTOR's Relevant Proposal”) and EGPC and the
CONTRACTOR shall meet to discuss the CONTRACTOR's
Relevant Proposal and agree all Onshore Terms and Conditions and
Offshore Terms and Conditions governing such sales, including a
LNG Sales Agrecment The CONTRACTOR's Relevant Proposal
and, once agreed, the Onshore Terms and Conditions (including the
Onshore Costs) and the Offshore Terms and Conditions shall be
based on international practices and standards and the relevant costs
shall be auditable.

In the case of Relevant CONTRACTOR Gas Production that is sold

on a globul free-market basis in the form of LNG pursuant to the
One-Time Option, to the extent that the Actual Net Back Price
exceeds $6.00/MMBTU, such excess shali accrue to the benefit of
EGPC and shall be for the account of EGPC.



Yo G ol V(D) S Y il - e S i Al VAR

: Ak § g Gouu e e Gk i | G sl iat] Yo | (i

& ill Al 3yt ico B iy Ll 3L e {0) 5,240t sid 5 (V)
. (JGFM) Jalal!,
Do 5 Jyllly gl ey anke Tize i3S (V) oy ke Giall P
IS b aolid ] e agld il 5L 1/ 5 Jlied) psdl 5L s
Jolbh Sl Ui 3 (¥) 5 b idanly, 5] (LNG ) Jas a5l
IS 5 Uil ! Ll Al 3o G el Ao Il Gy
bty iyl Cdb 5T s b Tty 5] (LNG) Jls ad 5
Ul Rt o ade Gies (AR ey 0550 Al G ]
Tl i1 4 E;;.LI [ IR 1 | VIS PP P & SN | pdl 5Ll
My 5l i)l L e el il o il 5L 4T/ 5 el
Sl Ll OLLST e o
Aloviall Dl o sl ] 5Ll o gl onati iny ™ ) il L1
cons ity S el LY e dasd! i)l e penid |51 W/
5 b SlasST e
toviall il Slal a8 b o Olass] e " L) b oliast
bl Je sigeas e JyUlly &gl o GLONT oo Ailaali ikl W/
o5 S JLl b S e e ¢ LiS] s ) lF 5 gobasil
e e skl i) Gam o b par JUT b)) LM GG Jene
Culld



VAG YA L Ll MY S (D) LSl Y il - i )l d

(b)

(1)

Further Option lo Jointly Market Gas on a Global Free-Market
Basts: ,

In this Article VIl FIGM (b):

"Agreed Price” means (t) in the case of CONTRACTOR Gas

Productuon and/or EGPC Gas Production sold on a global basis in
the form of LNG or by pipeline, a price mutually agreed by EGPC
and the CONTRACTOR; and (ii) in the case of CONTRACTOR
Gas Production elected by the CONTRACTOR to be Jomntly
Marketed on & global free-market basis in the form of LNG or by
pipeline but required by EGPC to he allocated to the domestic
market, an eqinvatent price mutuvally agreed by EGPC and the
CONTRACTOR.

"CONTRACTOR Gus Production” means the CONTRACTOR's
share of SH Gas production and/or DH Gas production from the
Commercial Gas Wells which arise from the Significant Gas
IDiscovery.

"BEGPC Gas Production™ means EGPC's share of SH Gas and/or DH
Cas production from the Commercial Gas Wells which arise from
the Significant Gus Discovery.

"Significant GGas Discovery” means, unless otherwise agreed by
EGPC and the CONTRACTOR, one or more Commercial Discoveries
of Gas in the Shallow Horizon and/or the Deep Horizon mutually
agreced by EGPC and the CONTRACTOR to justify from an
economic and commercial perspective the construction of a new

LNG plant 11 Egypt or the exicnsion of an cxisting LNG plant in

Egypt.
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(2} At any time after ! July 2612 {or such other date as EGPC and the

{3)

{4}

CONTRACTOR may agree), in the event that the Contractor hase
made a Significant Gas Discovery, the CONTRATUTOR may clect
by written notice to BEGPC 1o Jointly Market on a global free-market
basis all or pant of the CONTRACTOR Gas Production in the form
of LNG or by pipeline at the Agreed Price; provided that, if 2GPC
determines (by written notice o the CONTRACTOR within 90 days
of receipt of the said written notice from the CONTRACTOR} that
all or part of the CONTRACTOR Gas Production is required for the
domestic market, the CONTBACTOR shall instead sell such
CONTRACTOR Gas Production to EGPC or EGAS at the Agreed
Price and on the terms of a Gas Sales Agreement or an amendment
to the SH Gas Sales Agreement to be mutually agreed between the
CONTRACTOR and EGPC or EGAS (with a period that (s at-least
as fong as the period proposed by the CONTRACUTOR in connection
with the salc on a global free-market basis, subject to, uniess
otherwise agreed batween EGPC and the CONTRACTOR, a
maximum  period equal to the remamning term of the SH
Development Lease Period or the DH Development Lease Penod,
excluding any SH Development Lease Extenston Period or DH
Development Lease Exteasion Period).

EGPC may clect that all or part of the EGPC Gas Production shall
alzo be Jointly Marketed on a global frec-market basis at the Agreed
Price,

As a condition to proceeding with such Joint Marketing on a global
free-market basis of the CONTRACTOR Gas Production and il
applicable) any EGPC Gas Production, the CONTRACTOR shall be
required 1o demonsirate 10 EGPC that the CONTRACTOR has in
place, or has wranged, suttable faciliies for such sales.  Any
proposal by the CONTRACTOR and, once agreed, the onshore und
offshore torms and conditions shall be based on miernational
praciices and standards and the relevant costs shall be audstable.
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{a}

(b)

ARTICLE VIII
TITLE TO ASSETS

EGPC has paid for and is the owner of the assets and facilities existing
in or relating to the Area on the Effective Date, which assets shall

not be charged to Cost Recovery under this Agreement.

EGPC shall become the owner of all new assets acquired by
CONTRACTOR after the Effective Date in connection with the
operations carrted out by CONTRACTOR or the Operating
Company and that have been charged to Cost Recovery under this

Agreement, in accordance with the following:

(1) Land shall become the property of EGPC as soon as 1t 1s

purchased.

(2} Title to fixed and movable assets shall be transferred automaucally
and gradually from CONTRACTOR 1o EGPC as they become
subject to recovery in accordance with the provisions of Article
VII; however the full tutle to fixed and movable assets shall be
transferred automatically from CONTRACTOR to EGPC when
its  total cost has been recovered by CONTRACTOR in
accordance with the provisions of Arucle VII or at the tume of
termination of this Agreement or at the time of relinguishment
of the Shatlow Horizon or one or both Sub-Aveas of the Deep
Horizon, in each case with respect to all assets chargeable to the
operations whether recovered or not, whichever tirst occurs.
The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC or
by the Operating Company to EGPC and CONTRACTOR
within thirty (30) days of the end of each quarter.
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(c)

(4}

CONTRACTOR and the Operating Company may freely import into
the AR.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease in
aceordance with good imndustry practices, including but not Jirmted to
the tease of computer hardware and software.

During the SH Dovelopment Lease Perniod and the SH Development
Lease Exiension Period, if any, EGPC, CONTRACTOR und the
Operating Company are entitled to the full use and enjoyment of all
fised and movable assets referred to above in connection with
operations in the Shallow Horizon or under any other Petroleum
concession agreement entered into by the Paries.  Dunng the
Exploration period for the deep Horizon (including any extension
thereof) and during the DH Development L.ease Period, i any, and
the DH Development Lease Extension Period, tf any, EGPC,
CONTRAUTOR and the Operating Company are entitled to the full
use and enjoyment of all fixed and movable assets referred to above
in connection with operations 1n the Deep Horizon or under any
other Petroleum concesston agreement emtered into by the Parties.
Proper accounting adjustment shall be made. CONTRACTOR and
EGPC shall not dispose of the same except with agreement of the
ather.

ARTICLEIX
BONUSES

(a) CONTRACTOR shall pay wo BEGPC as a signature bonus the sum of

(b)

orie  bhillion, four hundred and five million U8, Dallars
{$1,405000,000) on the date on which the text of this Agreement is
signed by the GOVERNMENT, EGPC and CONTRACUTOR.

CONTRACTOR shall pay 1o EGPC as a bonus the sum of ten mtilion
U.S. Dollars ($10,000,000) upon approval of gach DH Development
Lease.
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(¢} CONTRACTOR shall also pay to EGPC the additional sum of ten

(d)

(e}

()

million U.S. Dollars ($10,000,000) as a bonus following a vahd
CONTRACTOR election to Jointly Market Gas on a global
free-market basis in the form of LNG or by pipeline pursuant to
Article VII JGFM (a) or Article VII JGFM (b) (whether or not
EGPC requires such Gas instead to be sold to the domestic market ).

Payment will be made within fifteen (15) days thereafter.

On the date of the approval of each assignment requested by
CONTRACTOR or CONTRACTOR's members, CONTRACTOR
shall pay to EGPC an assignment bonus equal to (i) fifty thousand
U.S. Dollars ($50,000) in the case of an assignment to an Affiliated
Company of the CONTRACTOR, (ii) five hundred thousand U.S.
Dollars ($500,000) in the case of an assignment to an unrelated
third party of the CONTRACTOR's " rights, duties , privileges and
obligations in respect of the Shallow Horizon , or (1in) one million
U.S. Dollars ($1,000,0060) in the case of an assignment to an
unrelated third party of the CONTRACTOR's nghts , duties,
privileges and obligations in respect of the Deep Horizon following a

Commercial Discovery being made in the Deep Honzon .

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

In the event that EGPC elects to develop any part of the Deep
Horizon pursuant to the sole risk provisions of Article LII DH (¢} (4),
production from such sole risk area shall be considered for the
purposcs of this Article {X only if CONTRACTOR exercises ifs
option to share in such production, and only from the nitial date of

sharing.
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A.R.E. at which notices shali
be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all local
writtecn directions given (0 them by the GOVERNMENT or 1is
representatives under the terms of this Agreement. All lawful regulations
1ssued or hereafter to be issued which are applicable hereunder and not in
conflict with this Agreement shall apply to the duties and activities of the
General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the General Manager or which are seni to him
by registered mail 10 CONTRACTOR's office in the A.R.E.

All matters and notices shall be deemed to be validly served which are
dclivered to the office of the Chairman of EGPC or which ace sent to him
by registered mail at EGPC's main office in Cairo.

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) The Operating Company shall take all proper measures, according to
generally accepted methods in use in the ol and gas industry to
prevent loss or waste of Petroleum above or under the ground 1n any
form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well that 1t might reasonably expect would
result 1n loss or damage to the well or the Otl or Gas field.

{b) Upon compiletion of the drnlling of a productive well in the Shallow
Horizon or the Deep Honzon, the Operating Company shall mform
the GOVERNMENT or its representative of the time when the well
will be tested and the production rate ascertained.
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(c} Except in mmstances where multiple producing formations in the same
well can only be produced economically through a single tubing
string, Petroleum shall not be produced from multiple oil bearing
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which
shall not be unreasonably withheld.

(d) The Operating Company shall record data regarding the quantities of
SH Petroleum and water produced monthly from the SH
Development Lease and the quantities of DH Petroleum and water
produced monthly from each DH Development Leasc. Such data
shall be sent to the GOVERNMENT or its representative on the
special forms provided for that purpose within thirty (30) days after
the data are obtained. Daily or weekly statistics regarding the
production from the Shallow Horizon and the Deep Horizon shall be
available at all reasonable times for examuination by auhorized
representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphtc logs of wells must show the
quantity and type of cement and the amount of any othcr materials
used in the well for the purpose of protecting Petroleum, gas bearing
or fresh water strata.

(f) Any substantial change of mechanical conditions of the well aller its
completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR and the Operating Company shall be
permitted to import and shall be exempted from customs duties. any
taxes, levies or fees (including fees imposed by Ministerial Decision
No. 254 of 1993 issued by the Minister of Finance, as now or
hereafter amended or substituted) of any nature and from the
importation rules with respect to the importation of muchinery,
equipment, appliances, materials, items, means of transport and
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(b)

transportation (the exemption from taxes and duties for cars shall
only apply to cars to be used in operations), electric appliances, air
conditioners for offices, ficld housing and facilities, eiectronic
apphances, computer hardware and software, as well as spare parts
required for any of the imported items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for such purpose, which states that the imported items are
required for conducting the operations pursuant to this Agreement.
Such certificate shall be final and binding and shall automatically
result in the importation and the exemption without any furiher
approval, delay or procedure.

Muachinery, equipment, appliances and means of (ransport and
transportation imported by EGPC's, CONTRACTOR's and the
Operating Company's contractors and sub-contractors temporarily
engaged In any activity pursuant 1o the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release System” without payment of cusioms duties, any taxes,
levies or fees (including fees tmposed by Ministeriat Decision No.
254 of 1993 issued by the Minister of Finance, as now or hereafler
amecnded or substituted) of any nature upon presentatton of a duly
approved certificate issued by an EGPC responsible representative
nominated by EGPC for such purposc which states, that the importied
items are required for conducting the operations pursuant to this
Agreement. [tems {(excluding cars not to be used in operations) set
out in Article Xil (a) imported by EGPC's, CONTRACTOR's and
the Operating Company's contractors and sub-contractors for the
aforesaid operations, in order to be installed or used permanently or
conisumed shali meet the conditions for exemption set forth in
Articlie X1 (a} after being duly certtied by an EGPC responsible
represcntative to be used for conducting operations pursuant 10 this

Agreement.
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i)

(d)

lnlenjur okl

The expainate emplovees of CONTRACTOR, the Operating
Company and their contractors and sub-contractors shall not be
entitied 1o any exemptions from customs duties and other ancitlary
taxes and charges except within the limits of the provisions of the
laws and regulations applicable in the A.RE. However, personal
household goods and furniture (including one (1) car) for each
expatnate employee of CONTRACTOR and/or the Operating
Company shall be cleared under the "Temporary Release Systemn”
{withoul payment of any customs duties and other ancillary {axes}
upon presentation of a lefter to the appropriate customs zuthorities
by CONTRACTOR or the Operating Company approved by an
EGPC responsible representative that the imported items  are
imported for the sole use of the expatrnate employee and his farmly,
and that such impeorted items shall be re-exported outside the A R.E.
upon the repatriation of the concerned expatnate employee.

Itermns imported mto the A R E. whether exempt or not exempt from
customs dunies and other ancillary taxes and charges hereunder, may
be exported by the importing party a8t any {ime after oblaining
EGPC's approval, which approval shaill not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such items have been already exempt, being
applicable. Such items may be sold within the A.R.E. after obtatning
the approval of EGPC which approval shall not be unreasonably
withheld. In this event, the purchaser of such #ems shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tanff
applicable on the date of sale, unless such items have already been
sold to an Affiliated Company of CONTRACTOR, if any, or EGPC,
having the same exemption, or unless title to such items (excluding
cars not used it operations) has passed to EGPC.
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In the ¢vent of any such sale onder this paragraph (d), the proceeds
from such sale shall be divided in the following manner:

CONTRACTOR shall be entited to reimbursement of iis
unrecovered cost, if any, in such items and the excess, if any, shall
be paid to EGPC.

(e} The exemption provided for in Article XII (a) shall not apply to any
imported #toms when items of the same or substantially the same
kind and quality are manufacwred locally  meeting
CONTRACTOR's and/or the Operating Company's specifications for
quality and safety and are available for timely purchase and delivery
m the A.R.E. at a price not higher than ten percent (10%) of the cost
of the imported item, before customs duties but after freight and
tnsurance costs, 1f any, have been added.

(fy CONTRACTOR, EGPC and their respective buvers shall have the
right to freely export the Petroleum produced from the Area subject
tor the terms and conditions of this .Agreement; no license shall be
required, and such petroleum shall be exempted from any customs
duties, any taxes, levies or any other imposts in respect of the export
of Petroleum hereunder.

"ARTICLE XIH
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a} EGPC, CONTRACTOR and the Operating Company shall each
maintain at their business offices in the A.R.E. books of account, in
accordance with the Accounting Procedurs m Annex "E" and
accepted accounting practices generally used in the petroleum
industry, and such other bocks and records as may be necessary to
show the work performed under this Agreement in respect of the
Shallow Horizon, including the amount and value of all SH
Petroleum produced and saved hereunder. CONTRACUTOR and the
Operating Company shall keep their books of account and
accounting records in respect of the Shallow Horizon in United
States Doblars.
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The Operating Company shall furnish to the GOVERNMENT or (s
representatives  monthly- returns showing  the amount of SH
Petroleum produced and saved hereunder. Such returmns shall be
prepared in the form required by the GOVERNMENT, or its
yepreseniatve and shall be signed by the General Managey or by the
Deputy General Manager or a duly designated deputy and delivered
o the GOVERNMENT or its representative wathun tharty (30} days
after the end of the month covered in the relum.

{by BEGPC, CONTRACTOR and the Operating Company shall each
maintain at their business offices iy the A R.E. books of account,
accordance with the Accounting Procedure in Annex “EY amd
accepted accounting pracuces generally used in the petroleum
industry, and such other books and records ag may be necessary 1o
show the work performed under this Agreement in respect of the
Deep Horizon, including the amount and value of all DH Pelroleum
produced and saved hereunder. CONTRACTOR and the Operating
Campany shall keep their books of account il accountmg records
in respect of the Deep Hortzon m United States Dollars.

The Operating Company shall furnish to the GOVERNMENT or its
representatives monthly retums showing the amount of DH
Petroleum produced and saved bereunder. Such returns shail be
prepared in the form required by the GOVERNMENT, or its
representative and shall be signed by the General Manuger or by the
Deputy General Manager or a duly designated deputy and deliverad
to the GOVERNMENT or its representative within thirty {30) days
after the end of the month covered s the retuin.

{c} The aforesaid books of acoount and other books and records roferred
to in Article XII (a} and (b) above shail be available af all
reasonable times for inspection by duly authorized representatives of
the GOVERNMENT,
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(d) CONTRACUTOR shall submit to EGPC a Profit and Loss Statemnent

{e)

of ns Tax Year not later than four {4) months afier the
commencement of the following Tax Year to show is net profit or
ioss from the Petroleum operations in the Shallow Horizon under
this Agreement for such Tax Year, CONTRAUTOR shall at the
same time submif a year-end Balance Sheet in relation to the
Petrodoum operations in the Shallow Horizon for the same Tax Yeur
to EGPC. The Balance Sheet and financial statements in relation to
the Petroleurn operations in the Shallow Horizon shall be certified by
an Egyptian certified accounting firm.

CONTRACTOR shall submit to EGPC a Profit and Loss Statement
of*its Tax Year not later than four {4) months after the
commencement of the following Tax Year to show s net profit oy
toss from the Petroleum operations in the Deep Horizon under this
Agreement for such Tax Year. CONTRACTOR shall at the same
time submit a year-end Balance Sheet in relation to the Petroleum
operations in the Deep Horizon for the same Tax Year o EGPC. The
Balance Sheet and financial statements in relation to the Petroleum
operations n the Deep Horizon shall be certified by an Egyptian
certified accounting firm.

ARTICLE XV
RECORDS, REPORTS AND INSPECTION

(a} CONTRACTOR and/or the Operating Company shall prepare and, a

all bmes while this Agreement s in force, maintain accurate and
current records of its operations in each of the Shallow Horizon and
the Deep Horizon, CONTRACTOR and/or the QOperating Company
shall fumish the GOVERNMENT or s representative, in
conformity with applicable regulations or as the GOVERNMENT or
ts representative may easonably require information and data
concerning its operations under this Agreement. The Operating
Company will perform the functions indicated in this Artcle XIV in
accordance with its role as specified in Article VI
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{b) CONTRACTOR and/or the Operating Company shall save and keep

(<)

()

{e}

for a reasonable period of time a representative portion of each
sample of cores and cuitings taken from drilling wells, to be
disposed of, or forwarded to the GOVERNMENT or s
representative in the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/or the COperating
Company for their own purposes shall be considered availabie for
inspection at any reasonable time by the GOVEBERNMENT or its
representatives.

Unless otherwise agreed to by EGPC, in case of exporting any rock
samples outside A.R.E., samples equivalent 1n size and quahity shall,
before such exportation, be delivered to EGPC as representative of
the GOVERNMENT,

Originals of records can only he exponted with the pernmssion of
EGPC; provided, however, that magnelic tapes and any other data
which must be processed or analvzed outside the ARE may be
exported if 4 monitor or a comparable record, if available, is
maintained in the A R.E.-and provided thar such exports shall be
repatriated to A.R.E. promptly following such processing or analysis
on the understanding that they belong to EGPC.

During the period of this Agreement, EGPC's duly authorized
representatives or employees shall have the nght to full and
complete access to the Area at all reasonable Umes with the nght o
observe the operations being conducted and 1o mspect all ussels,
records and data kept by CONTRACTOR. EGPC's representative,
in exercising its rights under the preceding sentence of this
paragraph (e), shall not interfere with CONTRACTOR's operations.
CONTRACTOR shall provide EGPC with copies of any and all data
(including, but not limited Lo, geological and geophysical reports,
logs and well surveys) information and interpretation of such data,
and other information in CONTRACTOR s possession.
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For the purpose of obtaining new offers, the GOVERNMENT and/or
EGPC may, after the first (1) year following the Effective Date or
the date of termination of this Agreement, whichever is the earlier,
show any other party uninterpreted basic gecophysical and geological
data (such data to be not less than one (1) year old unless
CONTRACTOR agrees to a shorter period, which agreement shall
nol be unreasonably withheld) with respect to the Area, provided that
the GOVERNMENT and/or EGPC may at any time show another
party such data directly obtained over or acquired trom those parts of
the Area which CONTRACTOR has relinquished as long as such

data 1s at least one (1) year old.
ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR's Exploration
operations and shall mdemnify the GOVERNMENT andfor EGPC
agamnst all damages for which they may be held liable on account of any

such operations.

However, any damage resulting from issuing any order, regulation or
direction of the GOVERNMENT of the Arab Republic of Egypt whether
in the form of a law or otherwise, EGPC and/or CONTRACTOR shall be
exempted from the responsibility of non performance or delay of any
obligation hereunder, in consequence of 1ssuing these orders, regulations
or directions in the limitation of imposing these orders, regulations or
directions. CONTRACTOR shall be granted the necessary period to
restore the damage done of the non performance or delay by adding a
perod to the period of the Agreement, with respect to the block or blocks

affected by these orders, regulations or directions.



Yool L VY (D) LS5 Y sl - e SIS AL YA

( potae Cusmiabuad | Sald, /)
G 9Sall | ohiaw il jlria!
03 g yia ya iilarl] ) dyadl G a1 L5 pU Ly s ol 2 S 2l
FUs asdd eltall Vi) 5emms . L oF 3 Olbanad] pdl s JIs 3L
o gine 338« Laly ol all Lalall 287,20, Jelilly gl bloy aMan
G o el ligds o LNl eds S o a Ol el Oleyn )l ped | Oldee
D piabl spad !l b lbaadly Lot 25,230 5 Jall olysly oY1 Lkanim o o4
s ol kb gl Lale b sl il Goday o Jlaazuyl Ij.nc_,.r.;;L..‘..l‘ii.L:J..i.g
St ol Syl id gy patia ey v andlis¥loigd Lidy g8 ) oldasdd
= it &l oY o oltell e Wi gd Ll | Sae Ll s rldaadly 25U
Slkeall 2t 38,800 51 Jotald iy sldan] 5 LS 5f LaMw a5 ol L) g
Ulowe ol podiy Jid] 5 oyl Lgosis (Al Mgty LG dzadl < Y3l
o eparty « LT 3 S e Sy edlenn¥ LS 3 Ll UG
e Loyl J1 530G ISV e pey - 3alll ol o 3yl GEZ s o 4 Jid]
s Dbkl ddlass Slodas Ll o 38 4w Je Bkl oy 6 (8) 5 i
P A E N IS TR PR T SN PR S A RV P
( s doalad! Bald 1)
A 11 e Jii G ol iawrd | g4
S p | Jua €l ) YRt
ii by LUV o0 ¢ yuinpe Sldaadl 5,2 0l Ao Jolally Rl o, # i)
:‘E.-.US.H.![........:J:L:.L..L
IS 20t ol Dy b e e cyantilly paatglly s 1591 e ol ¥ ey -
lew&ym}w}m - PRI N P [V L W1
M5, 5\ S ke o sl Iel3Y1 3o 1 R3] da iasis
Ly Y880 Zid AVAL (5, 0,500 51000 0 Juad VAR )
§oog 1P BB Gl o e Il Gils JoraT e ade T
par Ao bl ol iyl aliley 3 gll Ao
§ T o O Py P IR RF ARt



YAY YA L VY (D) e Y susdl - e 3

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access 10 the Area covered by this -Agreement and to the operations
conducted thereon. Such representattves may examine the books,
registers and records of EGPC, CONTRACTOR and the Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing thus Agreement. They shall, for this
purpose, be entitled to make reasonable use of the machinery and
instruments of CONTRACTOR or the Operating Compary on the
condition that no danger or impediment to the operations hereunder shall
arise directly or indirectly from such use. Such representatives shall be
given reasonable assistance by the agents and employees of CONTRACTOR
or the Operating Company so that none of the activities shall endanger or
hinder the safety or efficiency of the operations. CONTRACTOR or the
Operating Company shall offer such representatives all privileges and
facibties accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the ‘field for the purpose of
factlitating the objectives of this Article. Without prejudice to Article
X1V (e} any and all information obtained by the GOVERNMENT or its
representatives under this Article XVI shall be kept confidential with
respect 1o the Area.

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

{a) It 18 the desire of EGPC and CONTRACTOR that operations
hereunder be conducted in a business-like and efficient manner:

(}}) The expatriate administrative, professional and technical
personnel employved by CONTRACTOR or the Operating
Compuny and the personnel of its contractors for 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 amended, and CONTRACTOR
agrees that all immigration, passport, visa and employment
regulations of the A.R.E., shall be applicable to all alien
employees of CONTRACTOR working in the A.R.E.
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(2) A mmimum of lwenty-five percent (25%) of the combined
salaries and wages of each of the expatriate admimstrative,
professionai  and  technical personnel employed by
CONTRACTOR and the Operating Company shall be pad
monthly in Egyptian Currency.

(b} CONTRACTOR and the Operating Company shall each select its

employees and determine the number thereof, to be used for
operations hereunder.

(c}) CONTRACTOR, shall after consultation with EGPC, prepare and

carry out specialized training programs for all its A.R.E. employees
engaged in operations hereunder with respect to applicable aspects of
the petroleum industry. CONTRACTOR and the Operating Company
undertake to replace gradually their non-executive expatnatc staff by
gualificd nationals as they are available.

(d) During the term of this Agreement commencing on the Effective

{c}

Date, CONTRACTOR shall give mutually agreed numbers of EGPC
employees an opportunity to attend and participate in CONTRACTOR's
and CONTRACTOR's Affihated Companies traiming programs
relating to Exploration and Development operations for the Shallow
Horizon. In the event that the total cost of such programs is less
than one hundred thousand United States Dollars (U.S. $100,000)
in any Financial Year during such period, CONTRACTOR shall pay
EGPC the amount of the shortfail within thirty (30) days following
the end of such Financiai Year. However, EGPC shali have the
right that said amount of one hundred thousand United States Dollars
(U.S.$100,000) allocated for training, be paid directly to EGPC for
such purpose. Any amounts payable by CONTRACTOR pursuant o
this paragraph sha!l not be recoverable by CONTRACTOR.

During the Exploration period for the Deep Horizon (including any
extension period thereof) commencing on the Effective Date,
CONTRACTOR shall pay to EGPC one hundred thousand Unitcd
States Dollars (U.§.$100,000) in any Financial Year during such
period in respect of the transfer of technology. Any amounts
payable by CONTRACTOR pursuant to this paragraph shall not be
recoverable by CONTRACTOR.
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(1)

During the term of this Agreement commencing with the start of the
first DH Development Lease, CONTRACTOR shall give mutually
agreed numbers of EGPC employees an opportunity to attend and
participate in CONTRACTOR's and CONTRACTOR's Affiliated
Compantes training programs relating to Exploration and Development
operations for the Deep Horizon. In the event that the total cost of
such programs is less than one hundred thousand United States
Dollars (U.S. $100,000) in any Financial Year during such period,
CONTRACTOR shall pay EGPC the amount of the shortfall within
thirty (30) days {ollowing the end of such Financial Year. However,
EGPC shall have the right that said amount of one hundred
thousand United States Dollars (U.S. $100,000) allocated for training,
be paid directly to EGPC for such purpose. Any amounts payable by
CONTRACTOR pursuant to this paragraph shall not be recoverable
by CONTRACTOR.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and the Operating Company shall be subject to Law

(b)

No. 66 of 1953 (excluding Article 37 thereof) as amended by Law
No. 80 of 1956 and the regulations issued for the implementation
thereof, ncluding the regulations for the safe and efficient
performance of operations carried out for the cxecution of this
Agreement and for the conservation of the petroleum resources of
the A.R.E. provided that no regulations, or modification or
interpretation thereof, shall be contrary to or inconsistent with the
provisions of this Agreement,

CONTRACTOR and the Operating Company shall be subject to the
provisions of the Law No. 4 of 1994 concerning the environment and
its executive regulation as may be amended, as well as any laws or
regulations may be issued, concemning the protection of the
cnvironment.
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{c} Fxcept as provided in Anicle I SDH for Income Taxes, EGPC,
CONTRACTOR and the 'Dpﬂrafing Company shall be exempied
frorve afl taxes and duties, whether imposed by the GOVERNMENT
or municipahiies including among others, Sales Tax, Value Added
Tax and Taxes on the Exploration, Development, extracting,
producing, exporting or transporting of Petroleum and LPG as well
as any and all withholding taxes that might otherwise be imposed on
dividends, interest, technical service fees, patent and trademark
royalues, and similar items. CONTRACTOR shall also be exempted
from any tax on the hgudation of CONTRACTOR, or distributions
of any income to the shareholders of CONTRACTOR, and from any
tax on capital.

(d} The rights and obitgations of EGPC and CONTRACTOR hercunder,
and for the effective term of this Agreement shall be governed by
andd in accordance with the provisions of this Agreement and can
only be aitered or amended by the written mutual agreement of the
said contracuing parties in the sume procedures by which the original
Agrecment has been issued.

{€} The contractors and sub-contractors of CONTRACTOR and the
Operating Company shall be subject to the provisions of this Agreement
which alfect them. Insofar as all regulations which ure duly issued
by the QOVERNMENT apply from time to time and are not in
accord with the provisions of this Agreement, such reguiations shall
not apply to CONTRACTOR, the Operating Company and their
respective contractors and sub-contractors, as the case may be.

{f) BEGPL, CONTRACTOR, the Operaung Company and their respective
contractors and sub-contractors shall for the purposes of this
Agreement be exemplad from all professional stamp duties, imposts
and levies imposed by syndical laws with respect o thelr documents
and activities hercunder.
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(g} Al the exemptions from the application of the AR.E. laws ar
regulations granted to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently n
effect or hereafter amended or substituted.

ARTICLE XIX
AMENDMENT AGREEMENT

The GOVERNMENT acknowledges that the rights and privileges
granted under this Amendment Agreement shall apply and shall continue
to apply and shall have full force and effect and be binding on the
GOVERNMENT and EGPC, notwithstanding any breach, termination
and/or cancellation of law No. 155 of 1963 as amended and law No. 47
of 1975 as amended and/or the expiry of the term of the concession
oranted under the said laws and/or the failurc to extend the term of the
concession granted under the said laws.

ARTICLE XX
STABILIZATION

In case of changes in existing legistation or regulations apphcable to the
conduct of Exploration, Development and production of Petroteum,
which take place after the Effective Date, and which stenificuntly affect
the economic interest of this Agreement to the detnment of
CONTRACTOR or which imposes on CONTRACTOR an obhgation to
remit to the AR.E. the proceeds from sales of CONTRACTOR's
Petrolcum, CONTRACTOR shall notify EGPC of the subject legislative
or regulatory measure and also the consequent effects upon i1ssuing
legislation or regulation which impact on the stabilization. In such case,
the Parties shall negotiate possible modifications to this Agreement
designed to restore the economic balance thereot which existed on the
Effecuive Date.

The Parties shall use their best cfforts to agree on amendments to this
Agreement within ninety (90) days from aforesaid notice.
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These amendments to this Agreement shall not 1n any event diminish or
increase the rights and obligdtions of CONTRACTOR as these wcre

agreed on the Effective Datc.

In case of the parties' failure to solve the disputes, Article XXV of this

Agreement shall be applied.

(a)

(b)

(d)

ARTICLE XXI
RIGHT OF REQUISITION

In case of national emergency due 10 war or imminent expectation of
war or internal causes, the GOVERNMENT may requisition all or
purt of the production from the Area obtained hereunder and require
the Operating Company to increase such production o the utmost
pussible maximum. The GOVERNMENT may also requisition the

Oil and/or Gas field itself and, if necessary, related facilities.

in any such case, such requisition shall not be effected except after
inviting EGPC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their

views with respect 1o such requisition.

The requisition of production shall be effected by Ministerial Order.

Any requisition of an O1l and/or Gas tield, or any related facilities
shall be cffected by a Presidential Decree duly notified to EGPC and
CONTRACTOR.

in the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and CONTRACTOR
for the period during which the requisition 1s maintained, including;:
(1) All damages which result from such requsition: and

(2) Full repayment cach month for all Petrolcum extracied by the
GOVERNMENT less the royalty share of such production,
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(a)

However, any damage resulting from enemy attack 15 not within the
meaning of this pm‘agrapﬁ (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid
{0 CONTRACTOR for SH Petroleum and DH Petroleum taken shall
be calculated in accordance with Article VII SH {c¢) and Article VII

DH (c), respectively.
ARTICLE XX1I
ASSIGNMENT

Neither EGPC nor CONTRACTOR may assign to a person, firm or
corporation, in whole or in part, any of its rights, privileges, duties or
obligations under this Agreement either directly or indirectly without
the written consent of the GOVERNMENT and 1n all cases priority
shall be given to EGPC tf it so desires to obtain the interest intended
to be assigned (except assignment to Affiliated Companies) subject

to paragraph (¢) of this Article.

(b) To enable the CONTRACTOR to make an assignment pursuant to

Article XXII (4), the following conditions must be fulfilled.

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

made;

(2) the assignee has provided evidence acceptable to the
GOVERNMENT of its techmical and fiancial capability to
fultill the obligations under this Agreement being assigned to

the assignee;
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{c)

(d)

(3) the mmstrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
in this Agreement and any modifications or additions in writing
that up to such ume may have been made. A draft of such
instrument of assignment shall be submitted to EGPC for
review and approval before being formally executed; and

(4} the CONTRACTOR has paid to EGPC a fee in accordance with
Article IX (d).

Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXII shall be free of any
ransfer, capital gains taxes or related taxes, charges or fees
including without lLaatation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duty, or other Taxes or similar payments.

As long as the assignor shall hold any interest under this Agrcement,
the assignor tegether with the assignee shali be jointly ond severally
llable for all dutics and obligations of CONTRACTCR under this

Agreement.

(¢c) Once the assignor and a proposed third party assignee, other than un

Affiiated Company or a CONTRACTOR member (f the
CONTRACTOR consists of more than one member), have agreed
the final conditions of an assignment, the assignor shall disclose such
final conditions in a written notitication to EGPC. EGPC shall have
the right to acquire the nterest intended to be assigned, 1f within
sixty (00) days from assignor's written notification, EGPC delivers to
the assignor a wnitten notification that it accepts the same conditions
agreed to with the third party assignee. If EGPC does not deliver
such notification within such sixty (60) day period, the assignor shali
have the nght to assign to the proposed third party assignee, subject

- to the GOVERNMENT approval under paragraph {(a) of this Article

and {ulliltent of the condilions 1n paragraph (b) of this Article.
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In the event that EGPC exercises 1ts option to acquire the interest
intended to be assigned and 1f a joint operating agreement 1s not
already existing among the CONTRACTOR mcmbers including the
assignor, EGPC and CONTRACTOR shall negotiate 1n good fatth to
enter inio 4 joint operating agreement, according to thce model
published by the Association for International Petroleum Negotiators
to finalize such agreement within one hundred and twenty (120} days
from EGPC's notification. [f EGPC and CONTRACTOR cunnot
agrce on a joint operating agreement within such one hundred and
twenty (120) day period, the assignor shall have the right (o assign to
the proposed third party assignee, subject to the GOVERNMENT
approval under paragraph (a) of this Articie and lullillment of the
conditions tn paragraph (b) ot this Articlv:?,.

| ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this Agreement

by Order or Presidential Decree, with respect to CONTRACTOR,

the folowing instunces:

(1) If it knowingly has submitted any falsc statements to the
GOVERNMENT which were of u material consideration for the

exccution of this Agreement;

(2) If it assigns any interest hereunder contrary to the provisions of

Article XXII;
(3) 1f it is adjudicated bankrupt by a court ol compelent jurisdiction:

(4) If it does not comply with any final decision reached as the

result of court proceedings conducted under Article XXV (u);
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(b)

(5) If 1t intentionally extracts any mineral other than Petroleum not
authonzed by this Agréemﬂnt or without the authority of the
GOVERNMENT, except such extractions as may be
unavoldable as the result of the operations conducted hereunder
In accordance with accepted petroleum industry practice and
which shall be notified to the GOVERNMENT or its

representative as soon as possible; and

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

Such cancellation shall take place without prejudice to any rights
which may have accrued 1o the GOVERNMENT against CONTRACTOR
in accordance with the provisions of this Agreement, and, in the
event of such canceflaton, CONTRACTOR, shall have the right to

remove from the Arca all 1ts personal property.

If the GOVERNMENT deems that one of the aforesaid causes (other
than a force majeure causc referred to in Article XXIV) cxists 10
cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
niety (Y0) days written notice personally served on CONTRACTOR's
General Manager in the legally official manner and receipt of which
15 acknowledged by him or by his icgal agents, to remedy and
remove such cause; but if for any reason such service is impossible
due to unnotitied change of address, publication in the Official Journal
of the GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR. If at the end of the said ninety (90)
day notice period such cause has not been remedied and removed,
this Agreement may be canceled forthwith by Order or Presidential
Decree as aforesaid:; provided however, that if such cause, or the
failure to remedy or remove such cause, resuits from any act or onussion
of one party, cancellation of this Agreement shail be effective only
against that party and not as against any other party hereto.
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(i)

(b)

ARTICLE XX1V
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTQOR, or either of them of any obligation under this
Agrcement shall be excused if, and to the extent that. such
non-performance or delay 1s caused by Torce myjeure. The period of
any such non-performance or delay, ogether with such pertod as
may be necessary for the restoration of anv damage done during such
delay, shall be added to the ume given in this Agreement for the
performance of such obligation and for the performance of any
obligation dependent thereon und conscquently. to the term of this

Agreement, but only with respect to the-block or blocks affected.

"Force Majeure” within the meaning of this Article XXIV, shall be
any act of God. insurrection, riot, war. strike. and other labor
disturbance, fires, floods or any cause not due 1o the fault or
neglivence of EGPC and CONTRACTOR or ctther of them, whether
or nolt simitar to the foregoinge. provided that any such cause 15
beyond the rcasonahle control ot EGPC and CONTRACTOR, or

either of them.

(¢) Withouwt prejudice to the above and except us may be otherwise

provided herein, the GOVERNMENT shall incur no responsibility
whatsoever 1o EGPC and CONTRACTOR. or cither of them for any
damages, restrictions or loss arising in consequence of such case of

force majeure hereinalter referred to in this Article.
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{dY H the force majeure event ocours during the inttial Exploration penod

or any extension thereof and continues in effect Tor a period of six
{6) months CONTRACTOR shall have the option upon ninety (90)
days prior written notice o EGPC 1o terminaste Hs obligaBons
hereunder in relation to Exploration in the Deep Horizon without
turther hability of any lund,
ARTICLE XXV
BISPUTES AND ARBITRATION

{a} Any dispuie, controversy or ¢laim ansing out of or relating io this

Agreement or the breach, termination or invalidity thereof, hetween
the GOVERNMENT and the parties shall be referred to the
risdiction of the appropriate courts of A RE. to settle any dispute
arising on the interpretation or the execution of any term of this
Agreement,

{b} Any dispute, controversy or claim ansing oul of or relating © this

()
(et

Agreement, or breach, fermination or invalilily thersof betweoen
EGPC and CONTRACTOR, shall be secitled by arbitration in
accordance with the Arbiiration Rules of the Cairo Regional Contey
for Intermationa] Commercial Arbitration {the "Center™} in ¢ffect on
the date of this Agreement, the approval of the Minister of Peuoleum
is provided in case EGPC only turn to arbitration.  The wward of the
arbitrators shall be final and binding on the parties.

The number of arbifrators shall be three {3},

Fach party shall appoint one arbitratgr. I, within thirty (30) duy
after roceipt of the claimant's notification of the appointment of an
arbitvator the respondent has not notibed the claimant in witling of
the name of the arbitrator he appoints, the clatmant may request the
Center to appoint the second arbitrator,
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The two arbitralors thus appoinied shall cheose the third arbitrator
who will act as the presiding arbitrator of the tribupal. I within
thirty (30) days after the appoiniment of the second arbitrator, the
v arbstrators huave pot agreed upon the choce of the presiding
arbitrator, (hen either party may request the Secretary Goneral of the
Permament Court of Arbitvation at the Hague w designule the
appomting guthority,  Such appointing authority shall appoint the
preswhing arbitrator in the same wuy as a sole arbitrator wouldd be
appoiicd undey Articie 6.3 of the UNCITRAL Arbipavon Rules.
such pressding arbitrator shall be a person of o nationality other thun
ARE. or ITALY and of a couniry which has diplomatic relations
with both ARE. and TTALY and who shall have no economic

iterest in the Petroloun business of the signatones horeto,

Unless othoerwise agreed by the parties 0 the wbitrstion, the
arbitration, including the making of the award, shall take place in

Cairo, A.RE.

The decision of the arbutrators shall be final and binding upon the

Parties including the arbitration foos and ail the related issues and the

execution of the arbitrators decision shall be refered to the

appropriate courts according to the Egvplian kews,

Egyptian Law shall apply 1o the dispute except that in the event of
any conflict between Bgyptian Laws and this Agreement. the
provisions of thiz Agreement {inchiding the arbitration provision}
shall prevail. The arbitration shall be conducted in both Avabie and

English funguoges,
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{1} EGPC and CONTRACTOR agree that if, for whatever reason.

(a)

arbitration in accordance with the above procedure cannot take
place. ©or s bikely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to
tair arbitranion, all disputes, controversies or claims arising out of or
refating 1o this Agreement or the breach, ormination or invalidity
thereol shall be settled by ad hoc arbitration in accordance with the
UNCHTRAL Rules in effect on the Effective Date.

ARTICLE XX VI
STATUS OF PARTIES

The nights, duties, obligations and liabilities in respect of EGPC and
CONTRACTOR hereunder shall be scveral and not joint or
collective, # being understood that this Agreement shall not be
construed  as  constiiuting  an  4SSOCIalOR Or  Ccorporation  of

purtnership,

{b) CONTRACTOR shall be subject to the laws of the place where it is

{C}

icorporated  regarding s legal status or creation, organizalion,

charter and by-taws, shareholding, and ownership.

CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable 1n the ALR.E. and shall not be offered for
nubtic subscription nor shall be subject to the stamp tax on capital
shares nor any tax or daty in the ARE CONTRACTOR shall be
exempied from the application of Law No. 159 of 1981 as amended.

in cuse CONTRAUTOR consists of more than one member, all
CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this
Agreement.
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ARTICLE XXVII
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or the Operating Company. as the case may be, and

their contractors shall:

ta) Give proorty to local contractors and sub-contractors. including
EGPC's Affiliated Companies as long as their performance 1s
comparable with international performance and the prices of their
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

(b) Give preforence to locally manufactured matenal, equipment,
machmery and consumables so long as theiwr guality and ttme of
dehivery  wre comparable  to  mmtemalionally  available  matenal,
cquipment, machinery and consumables. However, such material,
cquipment, muachinery and consumables may be imported for
operations conducted hercunder if the local price of such 1tems at
CONTRACTOR's or the Operating Company's operating basc n
A.R.E. is more than ten percent (10%) higher than the price of such
imported items before customs duties, but after transportation and

insurance costs have been added.
ARTICLE XXVIII
ARABIC TEXT

The Arabic version of this Agreement shall, before the appropriate courts
of ARLE., be teferred to 1n construing or interpreting this Agreement:
provided however, that in any arbitratton pursuant to Artcle XXV herein
above between EGPC and CONTRACTOR the English and Arabic
versions shall both be referred 1o as having equal force in construing or

interpreting this Agreement.
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ARTICLE XXIX
GENERAL

The headings or utles to each of the Articles to this Agreement are solely
for the convenience of the parties hereto and shall not be used with

respect 1o the interpretation of said Articles.
ARTICLE XXX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law is issued by the competent authorties of the A.R.E.
authorizing the Minister of Petroleum to sign this Agrcement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement is si gned hy

the GOVERNMENT, EGPC, and CONTRACTOR.

EDISON INTERNATIONAL S.p.A.

THE EGYPTIAN GENERAL PETROLEUM CORPORATION

BY:---- =

THE ARAB REPUBLIC OF EGYPT
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AMENDMENT AGREEMENT OF THE CONCESSION AGREEMENT
ISSUED BY LAW NO. 155 OF 1963 AS AMENDED
AND LAW NO. 47 OF 1975 AS§ AMENDED
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE LGYPTIAN GENERAL PETROLEUM CORPORATION
AND
EDISON INTERNATIONAL S.p.A.
IN
ABU QIR AREA
MEDITERRANEAN SEA
ALR.E.
ANNEX "A"

BOUNDARY DESCRIPTION OF THE CONCESSION AREA
Annex "B" is a provisional illustrative map at an approximate scale of
1:1.200.000 showing Sub-Arca A and Sub-Arca B of the Area covered
and allected by the Agreenment,

- The Arca measures approximately two hundred and minety seven square
Lilometers (297 km-) of surlace area. Sub-Ares A measures approximately
ninety three square kilemeters (93 km?) of surface area. Sub-Area B
measures approximately two hundred and four square kilometers (204 kim®)
of surfuce arca. The area is composed of all or part of Development

Blocks and Exploration Blocks, the whole Blocks are defined on three
(3) minutes latitude by three (3) nunutes longitude grid.

- [U1s 10 be noted that the delineation lines of the Area im Anncx "B" arc
intended to be only illustrative and provisional and may not show
accurately their true position n relaton 10 existing monuments and

scographical features.
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Coordinaies of tho corner points of the Area are given in the following
table which forms an integral part of Annex "A"

BOUNDARY COORDINATES
OF
ABU QIR AREA
IN
Mediferranean Sea

SUB-AREA A
NORTH ABU QIR GAS FIFLD:
POINT NO.] LATITUDE (NORTH) | LONGITUDE (FAST) |
B W00 13 00"

3t 3 i X | 0"

LY SRR 30 50

317 3T 0° 05 00"

SUR-AREA B

MAIN ABU OIR GAS FIELD & WEST ABU QIR GAS FIELD:

POINT NO.| LATITUDE (NORTH) ' LONGITUDE (FAST)
1 37 00" 00 17° 00"
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ANNEX “B"
Abu Qir Area

0t 12 A 24 338
‘H

Mediterranean sea

~ Sub-Area [AF
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3 <

&
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5
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Gas Field
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ANNEX (T
LETTER OF GUARANTY
Letter of Guaranty No. -« (Cairo «wes=a--auae 200-)
EGYPTIAN GENERAL PETROLEUM CORPORATION,

{rentiesmen,

The undersigned, National Bank of Egypt as Guarantor, hereby guarantees
to the BGYPTIAN GUENBERAL PETROLUEM CORPORATION
(hercuiafior refemed 10 as "EGPCT) o the limut of fifty milhon U.S.
Dotlars (350,000,000), the performance by "Edison International $.p. A"
(hercinafter reforrod 1o us "CONTRACTOR™) of 1ts oblhigations required
for Exploration operations in the Deep Horizon 1o spend a minimum of
ity milbion U.S. Doliars (330,000,000) during the initial theee (3) year
of the Exploration period under Article 1V of that cerfain Concession
Agreemoent (heremalter referred to as the "Agreement™) covering the
Deep Horizon of that Area described in Anmexes "A” and “B* of said
Agreement, by and betwoen the Arub Republic of Egypt (hereinafter
referred 10 a5 "ARE), EGPC and CONTRACTOR, dated ~-wese- 2009,

[t 15 understood that s CGuaranly and the hahility of the Guarantor
hereunder shall be reduced quarterty, during the pertod of expenditure of
sard fifty spthon US, Dollars (850.000,000) 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
wriien statement of CONTRACTOR and EGPC.

in the event of a claim by BGPC of non-performance or surrender of the
concession granded n rospect of the Deep Hortzon under the Agreement
on the purt of CONTRACTOR prior to {ulfillment of said minimum
expenditure obligations under Arficle IV of the Agrecment, there shall be
no hahihity on the understgned Guarantor for pavment to EGPC unless
and untd such habihty fas been established by wotien staieoment of
EGPC setting forth the amount due under the Agreement.



UL O RS I S DINC N SUNIVN | R SOOI [ SVIP SR ')

- L) s sl Olles 3 b2ty

LS sl alall ks 130 N1 pail] 366 i pleiall ol ey YT -
LJL.-J s.:Mi ;:-S-GJIJ t.f"C-’ J}LE.U Wy L:_;L#J"}rl H_;L ;.3_5.4-”_3 J_gl.'ﬁ.ll o
JLiﬂé_;UCH#LL’L}ILJLwHMIﬂhMj LG-!EJ_J'_,.”UJ_,_E.:JJU-:-L’

O 1 el e g Jo gl ey -
__gi:. d..?wr-_l._rédl.?;,.n_,.@ii ['HL‘.‘...-.._-_;G.JFJ.L-.-« {¥) ;__.:‘_)U..Lm[i']
LS’_,:_.":JI ;'-ij-'-'-' @—"H 1._':J|J1_‘.,.5?E “53 3_;_,.5.&1' c“...u E-_,.g..:-:..n c......;:.i s i i.L:J}

s o) GLEYU W oY1 aadd Ulas JyUlTy Kgdl baas

o sl dud elial) N s o oo bl s adles ol 6 JL, - ¥
Il o (S B0 L 2SI e plaall Dold < Ll U
colagey Jolall adin o g0 phdbad sus

s ileallsds g ad) Ll WL wlel b ody 3ol ol (1)

il I 0Bl B el g oy of il ol ()
C el ae gl Ll oy o B! s plaadl Gllas Sslel s

oAl B0 Il ks,

pad SN



Yor Y. in L VY (D) S Y sl - a5 R

It is a further condition of this Letter of Guaranty that;

(1} This Letter of GUEII‘EH‘I[_‘;’ will become available only provided that
the Guarantor will have been informed in writing by CONTRACTOR
and EGPC that the Agreement between CONTRACTOR, A R.E. and

EGPC has become effective according to its terms and said Guaranty

shall become effective on the Effective Date of said Agreement.
(2} This Letter of Guaranty shall 1n any event automatically expire:
(a) Three (3) years and six {0) months after the date 1t becomes
cifective, or

(b) At such tme as the total of the amounts shown on quarterly joint
statements of EGPC and CONTRACTOR equals or exceeds the
amount of said minimum expenditure obligation, whichever 1s
carhier.

(3) Conseguently, any clatm, in respect thercol should be made to the
Guarantor prior to either of sawid cxpiration dates at the latest
accompanied by BEGPC's written statcment, sctting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

() CONTRACTOR has failed to perform 1ts expenditure obligations
rcierred to in this Guaranty, and

(b)y CONTRACTOR has tailed to pay the expenditure deficiency (o
EGPC.

Plcase return to us this Letter of Guaranty in the cvent it does

not become effective. or upon the expiry date
Yours faithluily.
Accountant: ——--————eoo s

Manager: -
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ANNEX "D"
CHARTER OF OPERATING COMPANY
ARTICLE 1

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

The Operating Company shall be subject to all laws and regulations in
[orce 1n the A.R.E. to the extent that such laws and regutations are not
inconsistent with the provisions of this Charter and the Agrecement
referred to below,

ARTICLE 1]

The name ol the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR on the Effective Datc and shall be
subject 1o the approvat of the Minister of Petrolcum,

ARTICLE I
The Head Office of the Operating Company shall be in the ARLE. in

Alexandria.
ARTICLE 1V

The object of the Operating Company is to act as the agency through
which EGPC and CONTRACTOR. carry out and conduct the
Exploration and Development operations reguired in accordance with the
provisions of the Agreement signed on the ------- day of ----m-meemo-
2008 by and between the ARAB REPUBLIC OF EGYPT., THE
EGYPTIAN GENERAL PETROLEUM CORPORATION and
CONTRACTOR covering Petreleum operations 1n the North Abu Qir
Lield, the West Abu Qir field and the Main Abu Qir field . as described
therein.
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The Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery pursuant
0 Work Programs and Budgets approved in accordance with the
Agreement.

The waﬁrating Company shall keep account of all costs, expenses and
expendifures for such operations under the terms of the Agreement and

Annex "E" theretn.

The Operating Company shall not engage in any business or undertake
any activity beyond the performance of said operations uniless otherwise
agreed upon by EGPC and CONTRACTOR,

ARTICLE YV

The authorized capital of the Operating Company ts twenty thousand
Egyptian Pounds divided mio five thousand shares of commaon stock with
a value of four Egyptian Pounds per share having equal voting rights,

fully paid and non-assessable,

EGPC and CONTRACTOR shall each pay for, hold and own, throughout
the hfe of the Operaung Company, onc half {172) of the capital stock of
the Operating Company provided that only in the event that aither parly
should transfer or assign the whole or any percentage of its ownership
interest in the ontivety of the Agrecment, muy such trunsiompg or
assigning party transfer or assign any of the capital stock of the
Operating Company and, in that event, such transferring or assigning
party {and its successors and assignees) must transfer and assign a stock
interest in the Operating Company equal w the transferred or assigned
whole or percentage of its ownership micrest in the entirety of the said

Agreement.
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ARTICLE VI

The Operating Company shall not own any right, title, interest or estae
m of under the Agreement or any Development fcase created thereunder
or in any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, Equipmem or
other property obtained or used in connection therewith, and shall not be
obltgated as a principal for the financing or performance of any of the
duties or 'ubligatiﬂns of either EGPC or CONTRACTOR under the
Agreement. The Operating Company shall not make any profit from any

source whalsoever.
ARTICLE VII

The {f};}erating Company shall be no more ih:;m an agent for EGPC and
CONTRACTOR.. Whenever it is indicated herein that the Operating
Company shall decide, 1ake action or make a proposal and the like, 1113
unckerstood that such deciston or judgment 1s the result of the decison or
wdgment of EGPC, CONTRACTOR or EGPC and CONTRAUTOR, as

raay be required by the Agreement.
ARTICLE Vil

The Operating Company shall have a Board of Directors consisting of
eight {8) members, four {4} of whom shall be designated by BEGPC and
the other four (4) by CONTRACTOR. The Chairman shall be designated
by EGPC and shall also be a Managing Director, CONTRACTOR shall

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

Meetings of the Board of Directors shall be valid if a majority of the
Dircctors are present and any decision taken at such meetings must have
the affirmative voie of five (5) or more of the Directors: provided,
however, that uny Director may be represented and vote by proxy held by

another Director.
ARTICLE X

General meetings of the Sharcholders shall be valid tf a majority of the
capital stock ot the Operating Company 18 represented thereat.  Any
decision taken at such meetings must have the affirmative vote of

Shareholders owning or representing 4 majority of the capital stock.
ARTICLE X1

The Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of the Operating
Company employed directly by the Operating Company and not assigned

thereto by CONTRACTOR and LGPC.

The Board shall, in due course, draw up the By-Laws of the Operating
Company. and such By-Laws shall be effective upon being approved by
a General Meeling of the Shareholders. in accordance with the provisions

ol Article X hereot.
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ARTICLE XII

The Operating Company shall come into existence within thuty (30) days
after the Effective Date uas provided for 1in the Agreement (unless

otherwisc agreed by EGPC and CONTRACTOR).

The duration of the Operating Company shall be for a period equal to the

duration of the said Agreement, mmcluding any renewal thereof.

The Operating Company shall be wound up 1f the Agreement referred to

above is terminated for any rcason as provided for therein.

EDISON INTERNATIONAL S.p.A.

By :1-vivvvei e

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:

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

(b) Statements of activity:
(1} CONTRACTOR shall (through the Operating Company),

(2)

(3)

pursuant to Atrticle 1V of the Agreement, render to EGPC
within fifteen (13) days of the end of each calendar quarter a
Statement of Exploration Activity in respect of the Deep
Horizon reflecting all charges and credits related to the
Exploration  Operations f{or that quarter summarized by
appropriate classifications indicative of the nature thereof.

The Operating Company shall render to EGPC and CONTRACTOR
within fifteen (15) days of the end of each calendar guarter
foliowing the Effective Date a Statement of Development and
Exploration Activity in respect of the Shallow Horizon
reflecting all charges and credits related to the Development
and Exploration operations for that quarter summarized by
appropriate classifications indicative of the nature thereof,
except that items of controllable material and unusual charges
and credits shall be detailed.

Followine 4 Commercial Discovery in o Sub-Arca of the Deep
Honzon, the Operating Company shall render to EGPC and
CONTRACTOR within fifteen (15) days of the end of cuch
calendar quarter following such Commercial Discovery a
Statement of Development and Exploration Activity in respect
of the Deep Horizon reflecting all charges and credits related 1o
the Devetopment and Lxploration operations for that quarter
summarized by appropriate classilications indicative of the
nature thereof. except that tlems of controllitble matenal and
unusual charees und credits shail he detarled.
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(c)

Pursuant to Article VII {(SH) (a) (1) and Article VII {DH) (a) (1),
EGPC shall audit 2nd approve each statement of Development
and Exploration Activity submitted by the CONTRACTOR or
the Operating Company ( as the case may be) . Any comments
made by EGPC shall be reflected by thes CONTRACTOR or
the Operating Company ( as the case may be) on the Statement
produced for the next calendar quarter .

Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to

(

2)

Article I (b) (1) of this Annex shall conclusively be presumed
to be true and correct after three (3) months following the
receipt of each Statement by EGPC unless within the said three
(3) months EGPC takes written exception thercto pursuant to
Article IV SDH (a) of the Agreement. During the said three (3)
month perniod supporting documents will be available for
inspection by EGPC during all working hours.

CONTRACTOR will have the same audit rights on Operating
Company Statements as EGPC under this sub-paragraph.

All Statements of Development and Exploration Activity for
any calendar quarter pursuant to Article I (b) (2) and Article |
(b) (3) of this Anncx, shall conclusively be presumed to be true
and correct three (3) months following the receipt of such
Statement, unless within the said three (3) months period
EGPC or CONTRACTOR takes written cxception thereto.
Pending expiration of said threc (3) months EGPC or
CONTRACTOR or both of them shall have the right to audit
Operating Company's accounts, records and supporting
documents for such guarter in the same manner as provided in
Article IV SDH (a) of the Agreement,



YA Gl W () 86 Y saddl =~ Jlsu At YA

: ool | ot gd (3)

il aold ] ooldeall L3 38,20 sUs, Coudly Reldf Jylall 5l alud
el Sy 150 oY1 Bamaat L LN Y s oy ol Yol Gy
- el WU iy Lhad cony ¢ IS0 aY) Bl l W O Y s 46 il
samll LY I oYy I g mall e d b cd Sl oliadl iy J, £,
5 Srabl A e el Gt col T Jupoddt and Wb 25, Y1
i st it LS, | el e i g il e J N1l
LS ¥ | Bamal ) NI Y gy ) J 4 S0 eV sasad | UYL s
RIECIUR CUEIUC IR | P00 LT (PRSP 1| BV PUY | I S JUCS [ JO0P1 | PSR I -0 2
PAV R ROUGURT B TSRS JETN UUUI DS U P UM | R RRT
Sl JiyE S deazadl Gyl jland Jony iz s - ol ad iud
imSes e | sl | LY ) ch_,\J_;a_,.__i._rL;_,_%-“JI::Li.i.:JIJIF i el Colgd |

LS el oY )

O Wy (FOVEQEVI UL TN/ R S 9y
35 s ikl LBl B o geiti g N 51 a5 (5T 3 g Wl
3 lis Y] o i 9 1 Wil p g Aalas (B O] J] o A SLisY!
g Janss A DT o

p el WALt fiasd (g)
S gmilnll U U s Jylall, il e Joldl SN 5y
izl ol e yo e BV 03, 0

: Jokian ¥l b Dbl libnd! faoad i )
SUPI BRIV VN BRVETER TS 5V FAICE DO 1 3 WOU-SCE PO DR eI
sha W 2B S W e 50k Db ke a0l ke oY es 5l 5



¥4

Yool VY S D 5 Y saadl = L i 2

()

(€)

(1)

Currency Exchange:

CONTRACTOR's books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in the
AR Eom US. Dollars. All US. Dollars expenditures shull be
charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to U.S. Dollars at the applicable rate of exchange
announced by the Central Bank of Egypt on the first day of the
month 1n which expenditures are recorded, and all other non-ULS.
Dollars expenditures shall be translated to U.S. Dollars at the
buying rate of exchange for such currency as guoted by National
Westminster Bank Limmied, London at 10.30 a.m. G.M.T., on the
first day of the month in which expenditures are recorded. A record
shall be kept of the cxchange ratcs used in translating Egyptian

Pounds or other non-U.S Doliars expenditures to U.S. Dotlars.
Precedence of Documents:

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

Agreement shall prevail.
Revision of Accounting Procedure:

By mutual agreement between EGPC and CONTRACTOR., this
Accounting Procedure may be revised 1in writing from ume 1o time

in the light of fulwre arrangements.
No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank euarantees shafl not at any time be charged as

recoverable costs under the Agreement.
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall aione
bear and, directly or through the Operating Company. pay the following
costs and expenscs, which costs and expenses shall be classified and
atlocated to the activities according to sound and generally accepted
accounting principles and treated and recovered in accordance with
Articie VI of the Agreement:

(a) Surface Rights:

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

(b) Labor and Related Costs:
(1) Salaries and wages of CONTRACTOR's or Operating

Company's employees, as the case may be, directly engaged in
the various activiies under the Agreement including salartes
and wages paid to geologists and other employees who uare
temporarily assigned to and emploved in such activities. Such

salanes and wages must be approved by EGPC.

Reasonable revistons of such salaries and wages shall be
eltfeccted to take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salanes. For the
purposc of this Article I (b) and Article 1I (c) of this Annex,
safaries and wages shall mean the assessable amounts for
A.R.E. Incomc Taxcs, including the salaries during vacations
and sick leaves, but excluding all the amounts of the other

itecms covered by the percentage fixed under (2) below.
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(2) Forexpatnate employees permanently assigned 1o Egypt:
[. All allowances applicable to salaries and wages:
2. Cost of ¢cstablished plans; and

3. All travel and relocation costs of such expatnate
employees and their famihies to and from the employee's
country or point of origin at the time of ecmployment, at
the time of separation, or as a result of transfer from one
location to another and for vacation {(transportation costs
for employees and their families transferring from the
A.R.E. to another location other than thcir country of

origin shall not be charged to A.R.E. Operations).

Costs under this Article II {b) (2) shall be deemed to be equal to
seventy percent (70%) or applicd peércentage, which 1s lesser, of
basic salaries and wages paid for such cxpatriate pcersonnel
including those paid during vacations and sick leaves as cstablished
in CONTRACTOR's 1nternational policics, chargeable under
Article I (b) (1), Article I (1}, Article II (k) (1) and Article 1i (k)
(3) of this Annex.

However, salaries and wages during vacations, sick teaves and disability
arc covered by the foregoing percentage. The percentage outlined above
shall be deemed to reflect CONTRACTOR's actual costs as of the
LEffective Dale with regard to the followmng benefits, allowances and

COSIS:-
l. Housing and Utilities Allowance.
2. Commodittes and Services Allowance.

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

5. Vacation Travel Expé:nse Allowance,

6. Vacation Excess Baggage Allowance.

7. Education Allowances {Children of Expatriate Employees).

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

9. Storage of Personal Effects.

10. Housing Refurbishment Expense.

1. Property Management Service tees,

12.  Recreation Allowance.

13. Retirement Plan.

[4. Group Life Insurance.

15, Group Medical Insurance.

16. Sickness and Disability.

17. Vacauown Plans Paid {excluding Allowable Vacation Travel
Expenses).

[8  Savings Plan.

19, Military Service Allowance.

20. FLCA.

21, Workimun's Compensation.

oaena and State Unemployment Insurance.
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(3)

(4)

23, Personnel Transfer Expense.
24, Nattonal Insurance.
25 Incomie taxes on above additional benefits.

The percentages outlined above shall be reviewed at intervals of
three (3) years from the Effective Date and at such time

CONTRACTOR and EGPC will agree on new percentages to be

used under this paragraph.

Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR's iternational
policies which change or exclude any of the above allowances

and benelis.

The revised percentages will reflect as nearly as possible
CONTRACTOR's actual costs of all its established allowances

and benefits and of personne! transfers.

For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance wilh
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what 13

mentioned in Article 11 (k) (2) of this Annex.

Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmental authority which are
applicable to lubor cost of salaries and wages as provided under
Article I1 () (D). Article 1T (b) (2), Article 1T (1), Article I (k)
{1) and Articte H (k} (3) of this Annex.
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Benefits, aHowances and related costs of national employees:

Bonuscs, avertime, customary allowances and benefits on a basis
sitnilar to that prevailing for oil companies operating in the AR.LE.,
Mt as chargeable under Article 1T (b) (1), Article 11 (1), Article [T (k) (1)
and Article 1T (k) (3% of 1this Annex. Scverance pay will be charged
at a hixed rate apphed to payvolls which will equal an amount
cguivaicnt W the maxdimum Habibty for severance payment a3
regunred under the A RE, Labor Law.

Material:

Muteriad, cquipment and supphies purchased or furnished as such by
CONTRACTOR or Operating Company.

{1} Purchases:

Muterial, cguipment and supplies purchased shall be at the price
pard by CONTRACTOR or Operating Company plus any
related cost oand after deduction of all discounts  actually
recerved.

(2) Material Furnished by CONTRACTOR:

Malerial required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR's or CONTRAUTOR'S
Affilinted Companies stocks outside the AR.E. under the
following condibions:

f. New Material (Condifion "A™Y

New  Mauaterial  wunsferred  fromm CONTRACTOR's o
CONTRACTOR's Affiliated Companies warehouse or other
proparties shall be priced at cost, provided that the cost of
maderial supplicd 18 ned higher than inernattonal prices for

.

material  of similar guabiy sapphed on sl wms,

previnding al the time such materd was supplied.
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2. Used Material (Conditions "B" and "(C™)

€y Material which is tn sound and serviceabie condition and
15 suituble for reuse without reconditioning shall be clussed
as Condition "B" and priced at seventy-five percent (75%)
of the price of new material,

by  Mauarerial which cannot be classified as Condition "B® but
which iz serviceable for orgingl function but substantiudly
nol  suitable {or reconditioning., shall be classed as
Condition "C" and priced at Tifty percent {30%) of the price
of new muateriul

o} Material which cannot be classified ay Condition "B" or
Condition "C" shall be priced at 2 value commonsurale
with s usc.

a3 Tunks, buildings and other equipment involving erection
costs shall be churged at apphicable percentage of RKnocked -
gown new price. _

{3) Warranty of Materials Furnished by CONTRACTOR:
CONTRACTOR dogs not warrant the matecial fumished beyond
or back of the dealot’s or munufacturer's guaranty: and in case of
defective matenial, credit shall not be recorded untib adjostmoent
has been received by CONTRACTOR from manufacturers ol
therr agents.

{£} Transportation and Emplovee Relocation Costs:

(1) Transportation of cguipment, malerisls and supplics necessary
for the conduct of CONTRACTOR's or Operating Company's
activifies,

(23} Business trovel and (ransportation expenses to the exient covered
by cstablished pobows of CONTRACTOR or with regard to
expatriate and national emiployees, ss incwred and paid by, or
for, emplovees in the conduct of CONTRACTORs ar Uperaling
Clompany’s husingess.

(31 Dmplovess mnsportation and  reiocation costs Jor natomd
cimplovees to the exient covered by esubiished policios.
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(1)

{(g)

Services:

(1) Qutside services: The costs of contracts for consultants, services
and utilities procured from third parties.

(2) Cost of services performed by EGPC. by CONTRACTOR or by
their Affiliated Companies 1n facilitics inside or outside the
A R.E. Regular. recurring, routine services. such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or their Affihated
Companics al an agreed contracted price. Major projects
involving enginecring and design services shall be performed by
EGPC and/or CONTRACTOR or therr Affiliated Companies at

a negoliated contract amount.

{3) Usec of EGPC's, CONTRACTOR's or their Affiliated Companies’
wholly owned cquipment shall be charged at a rental rate
commensurate with the cost of U‘wn{:rship and operauon, but not
In excess of competitive rates currently prevailing in the A.R.E.

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’
rates shall not include any administrative or overhead costs
other than what 1s mentitoned tn Article 11 (k) (2) of this Anncx.

Damages and losses:

All costs or expenses, necessary to replace or repair damages or
Icsses incurred by fire, flood. storm, theft, accident or any other
causc not controllable by CONTRACTOR or Operating Comparny
through the cxercise of reasonable diligence. CONTRACTOR or
Opecrating Company shall fumish EGPC and CONTRACTOR
written notice of damages or fosses (ncurred 1 excess of ten
thousand {($10,000y U.S. Dollars per occurrence, 48 sSoon s

practicable after report of the same has been received by
CONTRACTOR or Operating Company.



Yo L VP () S Y st -l Jlsa A YAL

g U3 iy oty ol oY e iyl o el LSS
oo S b sl ol GBI @ldaadly Lal 28801 Jolil] Lyt dis yaeld
3okl gyl el ¥y il il adless s Lagin (g1 41 iy aiib e L3
Sl ilar Sldeall bl dadis « GBI ke Gin lanaar ol 4 3a,Sb |

e faad D)l eI s Lo giia « WL BT colialal 2dn o

P VA P P B O O 0 0% 1 [PPSR £ RTINS M-S AN 5 | phe dlo i
gy Lot I bkl lig Zilacll Zdaitt Solaid| 518 Jusf o o3l Ji
OLIUally Sl JS 51 oo o 3yt 8 o Lbeal LW 28,200 51 J, L
AWl Slead |l alls B e iy pall o dlls Ly SN L1LSY,

: B plald | g il ! ()

Al By o5by Jold! o Al e Mgy Seall oladl Cildy al
Jidl Ln8 s Jadl e i B ib IE Sy pa sy Do ey 3 R OIS,
c P gk Gy Gkl G gadiny )y AN e sl i fh 1 e L
: Al galhN! Sy pad ! ()

L bty L bl Cload | 5] Lol 3 i Il oGyl ]y LIS LS
e U rany sLladl Qlasl ulls 4o Libill ld calie 5l Y 2
s e (A LGNS GBS, 0 b e ake jopaie o La you
WISy LI el 3 Lo o sl o Laall Ly g sl 5 GILLYI
5 asli¥heigd GLBT S G b ol Ledad ud 80 3 idadl Sl sl
Sleadl < 1wy 2l 1 05 005 & 3 9 Bl 051 Loy | oo
o 30, plalt Gk Ul 4l ples Ylis OIS 13]y . 23] g pinpa
caadlY sds GLbI ye 28T o U3 k) o o S oy ik L WY 5y A3 lisYI ods

c laadlsds iy ¢ Y dlie Sy Sldand| Jud 5l g0



YAe Y i Lo VW (1Y, 80 Y sl - L iy A

{h} Insurance and Claims:

)

The cost of any public liability, property damage and other isurance
against habilitics of CONTRACTOR, Operating Company and/or
the partics or any of them to their employces and/or outstders as may
be required by the laws, rules and regulations of the GOVERNMENT
or as the parties may agree upon, The proceeds of any such msurance
or clmm collected, less the actual cost of making a claim, shall be
credited aganst operaiions.

[ no insurance is carried for a particular risk, in accordance with
good internationa] oil field practices, all related actual expenditures
meurred and paid by CONTRACTOR or Operaung Company 1n
settlement of any and ali losses, claims, damages, judgments and any
other expenses, mcluding legal services.

Indirect Expenses:

Camp overhcad and facilities such as shore base, warchouscs, water
systems, road systems, salaries and expenses of ficld supervisory
personnet, field clerks. assistants, and other general employveces
indirectly serving the Arca.

.egal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as herenafter provided. together with
all judegments ebtained against the parties or any ol them on account
of the operations under the Agreement, and actual expenscs incurred
by any party or parties hereto in securing evidence for the purpose ol
defending against any action or claimy prosecuted or urged agamnst
the opcrations or the subtect matter of the Agreement. In the cvent
actions or cluims affecting the interests hercunder shalt be handied
hy the legal stall of one or more of the partics hereto, a charge
commensurate with cost of providing and furnishing such services

may be made 1o operations.
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{k} Administrative Overhead and General Expenses:

{1y Wihile CONTRACTOR is conducting Exploration operations in
the Dweep Horizon, the cost of staffing and maunfaining
CONTRACTOR's head office in the A.R.E. and/or other offices
established i the ARE. as appropriate other than fiekd offices
which will be charged as provided in Articie 1 (1) of this Annex,
and cxcepling salanes of emplovecs of CONTRACUTOR who
arg temporunly assigned to and directly serving on ihe Ared,
which will be charged as provided in Article 1 (b} of thns
Annex.

(2} CONTRACTOR's administrative overhead outside the AR.E.
applicable to Exploration operations in the A.R.E. related (o the
Deep Horizon during the period prior to a Commercial
Iscovery in the Deep Horizon shall be charged each month at
the rate of five percent (5%) of total Exploratton expenditurcs
incurred in the Deep Horizon, where CONTRACTOR's
Exploration operations arg carvicd out by CONTRACTOR
usell., Any adminstrative overhead of CONTRACTOR outside
the ARE. applicable to ARE. Bxplopation operations in the
Deep Horizon will not be charged on the Exploration operations
i AR.E. while Exploration operations are being conducted
fotlowimg a Commercial Discovery in the Decp Horizon,

No  other direct charges as such for CONTRACTOR's
awimimsirative overhoad ouiside the ARE. will be upplied
agamst the bxploration obligations carped out 3n the Deep
Honzon. Examples of the type of costs CONTRACTOR s
ineurring and charging hereunder due 1o activities under this
Agreement and covered by suid percentage are:

I. ERxeculive - Time of executive officers.

2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materiuls, cquipment and supplics.
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(1)

4. Exploration und Production-Directing, advising and controlling
the entie project
3. Other depattments such as legal, comptyolier and engineering

which contnbute time, knowledge und experience to the
operations.

The foregoing does not preciude chargmeg for direct seyvice
under Arbicle 1 {1 (2) of this Annex.

(3) While the Operating Company is conducting operations, the
Opcrating Company's personnet engaged in general clerical and
office work, supervisors and officers whose time is generally
spent in the main office and not the field, and all employees
generally considered as general and admimistrative and not
charged to other types of expense will be charged to operations.
Such expenses shall be allocated each month between
Exploration and Development operations according 1o sound
and practicable accounting methods.

Taxes:
Al taxas, duties or tevies paid m the ARE by CONTRACTOK or

Opcrating Company with respect to this Azreement other than those
covered by Article I SDH of the Agreement.

(m)} Continuing CONTRACTOR Costs:

Costs of CONTRACTOR acuvities reguired under the Agreement
and incurred exclusively in the AR.E. afier the Operating Company
15 formed. No sales expenses incurred outsicle or inside the A.R.E.
mity be recovered as a cost.

Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covered and deult wilth by the foregoing provisions of this Article 11,
mcurred by CONTRACTOR or Operating Company under approved
Work Programs und Budgess,
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. ARTICLE III
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and CONTRACTOR
inventories shall be taken by the Operating Company of the
opcrations materials in the Shallow Horizon and the Deep Horizon,
which shall mclude abl such matenals, physical assets and
construction projects in the Shallow Horizon and in the Deep
Horizon, as the case may be. Written notice of intention to take
inventory shall be given by Opcrating Company to EGPC and
CONTRACTOR at least thirty (30) days before any inventory ts to
begin so that EGPC and CONTRACTOR may be represented when
any mventory 18 taken. Failure of EGPC and/or CONTRACTOR to
be represented at an imventory shall bind them to accept the
inventory taken by Operating Company, who shall in that event
furnish the party not represented with a copy thereof.

(b} Reconciliation and Adjustment of Inventories:

Reconctltation 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 the refevant inventory adyusted by Operating Company.

ARTICLE 1V
COST RECOVERY
(a) Statements of Recovery of Costs and of Cost Recovery Petroleum
in the Shallow Horizon:

CONTRACTOR shall, pursuant to Articie VII SH of the Agrecment,
render to EGPC as promptly as practicable, but not later than fifteen (15)
days after receipt from the Operating Company of the Statements for
Development and Exploration Activity for the Shallow Horizon for
the calendar quarter, a Statement for that quarter showing:

[. Recoverable costs in respect of the Shallow Horzon carmed
forward from the previous quarter. i1f any.
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(b)

it

. Recoverable costs in respect of the Shallow Horizon incurred and
paid during the quarter.,

3. Total recoverable costs in respect of the Shallow Horizon for the
quarter ((1) + (2)).

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

5. Amount of costs in respect of the Shallow Herizon recovered for
the quarter.

6. Amount of recoverable costs in respect of the Shallow Horizon
carried into the succeeding guaiter, if any.

7. Excess, if any, of the value of SH Cost Recovery Pelroleum taken
and separately disposed of by CONTRACTOR over costs n
respect of the Shallow Hornizon recovered for the quarter.

Pursuant to Article VI (SH) (a) (‘l), EGPC shall audit and approve
each Statement of Development and Exploration Activity submitied
by the CONTRACTOR and the total preduction and pricing related
to the relevant calendar guarter . Any comments made by EGPC
shall be reflected by the CONTRACTOR on the Statement produced
for the next calendar quarter .

Statements of Recovery of Costs and of Cost Recovery Petroleum
it the Deep Horizon:

CONTRACTOR shall, pursuant to Article VII DH of the Agreement,
render 1o EGPC as promptly as practicable, but not later than fifteen
(15) days after receipt from the Operating Company of thc
Statements Tor Development and Exploration Activity for the Deep
Horizon for the calendar quarter, a Statement {or thal guarter

showing:

I. Recoverable costs in respect of the Deep Horizon carried torward

from the previous guarter, if any.
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()

2. Recoverable costs in respect of the Deep Horizon incurred arfd

paid during the quarter.

3. Total recoverable costs in respect of the Deep Horzon for the
quarter (L) + (2)).

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

3. Amount of costs in respect of the Deep Horizon recovered {or the
guaurter.

6. Amount of recoverable cosis 1n respect of the Decp Horizon

carried into the succeeding quarter, it any.

7. Excess, it any, ot the value of DH Cost Recovery Petroleum

tuken and separately disposed of by CONTRACTOR over costs
in respect of the Deep Horizon recovered for the quarter.

Pursuant to Artucle VII (DH) (a) (1), EGPC shall audit and approve
each Statement of Development and Exploration Activity submitted
by the CONTRACTOR and the total production and pricing related
to the relevant calendar quarter . Any comments made by LGPC
shall be reflected by the CONTRACTOR on the Statement proeduced

for the next calendar quarter .
Payments:

If any such Statement shows an amount due to EGPC, payment of
that amount shall be made in U.S. Dollars by CONTRACTOR with
the rendition of cach such Statecment. If CONTRACTOR fails 10
make any such payment to EGPC on the date when stich payment 1s
due, then CONTRACTOR shall pay intcrest of two and one halt
percent (2.5%} per annum higher than the London Interbank
Borrowing Offered Rate (LIBOR) for three (3) months U.S. Dollars
deposits prevalling on the date such interest 18 calculated.  Such

interest pavment shall not be recoverable.
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() Settlement of Excess Cost Recovery Petroletm:

EGPC has the right m‘ take its entitlement of SH Excess Cosl
Recovery Petroleum under Article VII SH (a) (2) of the Agreement
and/or DH Excess Cost Recovery Petroleum under Article VI DH
(a4) (2) of the Agreement, as applicable, in kind durnng each
apphicable quarter. A settlement shall be required with the rendition
of cach such Statement in case CONTRACTOR has taken more than
its own entitlement of such SH Excess Cost Recovery Petroleum

andfor DH Excess Cost Recovery Petroleum, as the case may be.
Audlit Right:

EGPC shall have a period of twelve (12) months from receipt of any
Statement undcer this Article IV in which to audit and raise objection
to any such Statement. EGPC and CONTRACTOR shall agrce on
any required adjustments. Supporting documents and accounts wili

be available to EGPC during said twelve (12) month period.
ARTICLLL V
CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
acuvity prepared per Article [ (b) (1) ol this Anncx, less uany
reductions agreed to by EGPC and CONTRACTOR flollowing
written exceptions taken by a non-operator pursuant to Aruicle I (¢) (1}
of this Annex, 1 order to determine when minimum Lxploration

obligations have been met.
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(b) Cost Recovery Control Account:

(c)

CONTRACTOR will establish a Cost Recovery Control Account {or
thc Shallow Horizon and, following a Commercial Discovery,
CONTRACTOR will establish a Cost Recovery Control Account for
the Deep Horizon and, in each case, off-sctting contra accounts to
control thercin the amount of cost remaining to be recovered, 1f any,
the amount of cost recovered and the value of SH Excess Cost
Recovery Petroleum, if any, in the case of the accounts maintained
for the Shallow Horizon, and the value of DH Excess Cost Recovery
Petroleum, if any, in the case of the accounts maintained for the
Deep Honzon.

Major Accounts:

For the purpose of classitying costs, expenscs and expenditures {or
SH Cost Recovery, costs, expenses and expenditurcs for the Shallow
Horizon shali be recorded in major accounts including the following:
- SH Exploration Expenditures: _

- SH Development Expenditures other than SH Operating Expenses;
- SH Opcraung Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the treatment
of SH Cost Recovery Petroleum. |

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

- DH Exploration Expenditures;

- DH Development Expenditurcs other than DH Operating Expenscs;
- DH Operaung Expenses:

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
exlent necessary for the control of recovery of costs and the
trdatment of DH Cost Recovery Petroleum.
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ARTICLE VI

TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws cxcept as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by EGPC on CONTRACTOR's behalf
constitute additional income to CONTRACTOR, and this additional

income is also subject to A.R.L. income tax, that is "grossed up”.

"CONTRACTOR's annual income"”, as determined in Article [II SDH (a)
(3) of the Agreement, less the amount equal to CONTRACTOR's
grossed-up Egyptian income tax hability, shall be CONTRACTOR'Ss

"Provisional Income”.

The "gross-up value” is an amount added to Provisional Income to give
“Taxable Income", such that the grossed-up value is equivalent 1o the

A.R.E. Income Taxes.
THEREFORE:
Taxable Incoine = Provisional Income plus Grossed-up Value
and
Grossed-up Value = AR.E. Income Tax on Taxable Income.

If the "AR.E. Income Tax rate”, which means the effective or
composile tax rate due to the various A.R.E. taxes levied on income

or profits, 1s constant and not dependent on the level of income, then:
Grossed-up Value = A.R.E. incomc tax rate TIMES Taxable Income.

Combining the first and last equations above:

Provisionul imcome X Tax Rate
] - Tax Rate

Grossed-up Value =
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where the tux rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income ts $10 and the AR E.
Income Tax rate 18 forty percent (40%), then the Grossed-up Value is

cqual to:
$10x04

o4 = 5 0.07
Therefore:
Provisional income $ 10.00
Plus Grossed-up Vaiue 6.67
Taxable Income - 16067
Pess; AR E income Taxes at 40% .67

CONTRACTOR s Income afler taxes 3$10.60
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TN

—_———

MATRLUH
.___l
bi
]
L J
v AGIEA
i (Mileana)
HHALDA
[(Satam)
[ ]
Bed -] ¥
WESTERN
DESERT

MEDITERRANEAN SEA

HAMRA

.‘_.IlIIIIII.I.I.I.I

il

Fad -L*
GUPCOE =l
(Abu Gharadig) o'

2 GPC

jAbu Sennan]

e
(Abu Qir} -
. FOUAD
Skifi Abt Madi .,,r
Kerlf S .
. A
5
»
"
u ‘
H
w ‘ _..._....-_.*u._.. =
N \ e
. CAIRCG . . SINAL
illll'.ll-lllill-llllrl . o
DAHSHOUR f » 1
. .
[ ] .-i.
. s
"saEmEum s PR ENA ﬂ nJT
m_t -y o . BuUlftal]
syt Ak Hiuos
Pas Gharibi ™ %,
-.' wk
H h.
*-
EASTERN Mas Shukher
DESERT Zeit B,
ASSYU

]

GAS PROCESSING FACILIEITTES

PRODUCERS MPELINES
(UNDER CAPACITY)

MATHONAL GAas FIPEFL TN




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155
	Page 156
	Page 157
	Page 158
	Page 159
	Page 160
	Page 161
	Page 162
	Page 163
	Page 164
	Page 165
	Page 166
	Page 167
	Page 168
	Page 169
	Page 170
	Page 171
	Page 172
	Page 173
	Page 174
	Page 175
	Page 176
	Page 177
	Page 178
	Page 179
	Page 180
	Page 181
	Page 182
	Page 183
	Page 184
	Page 185
	Page 186
	Page 187
	Page 188
	Page 189
	Page 190
	Page 191
	Page 192
	Page 193
	Page 194
	Page 195
	Page 196
	Page 197
	Page 198
	Page 199
	Page 200
	Page 201
	Page 202
	Page 203
	Page 204
	Page 205
	Page 206
	Page 207
	Page 208
	Page 209
	Page 210
	Page 211
	Page 212
	Page 213
	Page 214
	Page 215
	Page 216
	Page 217
	Page 218
	Page 219
	Page 220
	Page 221
	Page 222
	Page 223
	Page 224
	Page 225
	Page 226
	Page 227
	Page 228
	Page 229
	Page 230
	Page 231
	Page 232
	Page 233
	Page 234
	Page 235
	Page 236
	Page 237
	Page 238
	Page 239
	Page 240
	Page 241
	Page 242
	Page 243
	Page 244
	Page 245
	Page 246
	Page 247
	Page 248
	Page 249
	Page 250
	Page 251
	Page 252
	Page 253
	Page 254
	Page 255
	Page 256
	Page 257
	Page 258
	Page 259
	Page 260
	Page 261
	Page 262
	Page 263
	Page 264
	Page 265
	Page 266
	Page 267
	Page 268
	Page 269
	Page 270
	Page 271
	Page 272
	Page 273
	Page 274
	Page 275
	Page 276
	Page 277
	Page 278
	Page 279
	Page 280
	Page 281
	Page 282
	Page 283
	Page 284
	Page 285
	Page 286
	Page 287
	Page 288
	Page 289
	Page 290
	Page 291
	Page 292
	Page 293
	Page 294
	Page 295
	Page 296
	Page 297
	Page 298
	Page 299

