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CONCESSION AGREEMENT FOR PETROLELUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
IEOC EXPLORATION B.YV.

AND

INA INDUSTRLIA NAFTE d. d. ZAGREB
AND
RWE DEA AG
1IN
EAST KALABSHA AREA
WESTERN DESERT

A.R.E.

This Agreement made and entered on this ............. day of .............. 5
2004, by and between the ARAR REPUEBLIC OF EGYPT (hereinafier
referred to vamously as "ARLE" or as the "GOVERNMIENT"), the
EGYPTIAN GENERAL PETEOLEUM CORPORATION, a legal entity
created by Law No, 167 of 1958 as amended (hereinafter referred o as
"BGRFCY ) ound [EQC EXPLORATION BV, a8 limited Tlabiticy
company oraanized and existing under the laws of Netherlands
{hereinaftier referred to as " [BOC ") and INA INDUSTRIIA NAFTE
d d ZAGEED | a joint stock company organtzed and existing under
the laws of the Republic of Croatia ( herginafter referred to as " INA ")
and RWEH Dea AG , a stock company organized and existing under the
laws of The Federal Republic of Germany thereinafter referved 1o as
"RWE ") . (IEOCINA and BEWLE shall be heremalier referred o
collectively as "CONTRACITOR" and individually as "CONTRACTOR
MEMBERK™).
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WITNESSETH
WHEREAS, all minerals mcluding petroleum, existing in mines and
quarnies m ABR.E., including the territorial waters, and in the seabed
subject (0 1ts junsdichion and extending bevond the temitorial waters, are
the property of the State; and
WIIEREAS, BGPC has apphed lor an exclusive concession for the
expioration and cxploitaton of peiroleum: 1o and throaghour the ares
referred o 10 Article 11, ard described in Annex AT and shown
approdimately on Annex BT, which are auached hercto ard mcde part
nereot {hereinafter referred 10 as the "Area”) ; and
WHEREAS, "IEOC |, INA and RWE" agree to undertake ifs
abligations provided hereinalter as 2 CONTRACTOR with respect to
the Exploration, Development and Production of Petroleum in EAST
EALABSHA ARLEA , WESTERN DESERT ; and
WHEREAS, the GOVERMNMENT desires herehy fo grant such
Coneession; and
WHEREAS. the Minister of Pefroleurn purssant o the provisions of
Law Mo, 86 of 1930, may enler inlo a congession agrcement with EGPC,
and with [EOC | INA and RWE as a CONTRACTOR in the said Area.
NOW, THEREFOELE, the partics bensto aoree as follows:
ARTICLE |
DEFINITIONS
() "Explovation” shall include such peological, scophveical,  serial
and other surveys as ay be contained in the approved Work
Programs and Budgets, and the dilling of woch shot holes, core
holes, stratigraphic tesis, holes for the  discovery of Petrolelim or
the appraizal of Petroleum  discoveries and other related holez and
wells, and the purchase or acguisition of such supplies, materealy,
services and cquipments therefor, all as may be contained in the
approved Wark Programs and Budgpets. The verb "explore™ means
the act of conducting Exploration.
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(b}

i)

{d}

"Trevelopment” shall include, but not be bHmited to, all the
eperations and activities pursiant (o approved Work Programs and
Budgets under this Agreement with respect to:

(1) the dnlling, plugzmg, deepening, side tracking, re-drilling,
completing, equipping of development wells and  the
changing of the siatus of 3 well, and

(i} desigh, engineering, construction. wnstallaton, servicisg and
maintenance of cquipments, lings, systems  Ffacilities, plants
and related operations to produce and operate  said
developmoent welis, taking, saving,  treating, handling,
storing, transporting and  defivening Pelroleom, re-pressurning,
recveling and other secondary recovery priiedts, and

(1t} transportabon, shorage and any other work or  actviies
necessary or ancillary 1o the activittes speciied i (1) and (1)

"Petroleum” means Liquid Crude Onl of various densities, asphalt,

Cias, casinghead gas and =H other hydrocarbon substinces thal may

be found m, and produced, or otherwise obtained and saved from

the Area under thiz Agreement, and all substances that may be
exiracied trerefiomn,

g l_.fi;.l'{iﬂ Oi" or "Crude OH" or "0Oil" meuns any

hydrocarbon produced from the Ares which is in g jigeid state &t

the wellhead or lease separators or which is extracted from the Gas

or casinghead Zas in a plant. Such Towid state shatl exist &f sixty

degress Fahrenheil {60°F}  and agtmospheric pressme of 1405

P3IA. Such term includes distiliate and condensaie.
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{c) "Cras’ means natural cas hoth associated and non-associated, and
all of its copstituent elements produced from any well in the Area
tother than Liquid Crude Q1) and all non-hydrocarbon substinces
therem. Said term shall include residual gas, that Gas remainime
after remeoval of LPG.

(1} "LPG" means liquefied perroleurn gas, which is 2 mixture
principally of bulane and propane hgeefied by pressure and
lE-]'I'lFI'E-'I'i:'ITllTE-

(e} A "Barrel” shall consist aof forty-two (42) United States gallons,
liguid measure, correcled o a4 lemperature of sixty degrees
Fahrenheit (60°F) at armospheric pressure of 14.63 PSIA

thy (1} "Commercial (i1 Well" means the first well oo any  meological

feature which after testing for a period of not more than
thirty (30} consecutive days where practical, but in any
event in accordance with sound and accepted industry
production practices, and verified by EGPC, is found 1o be
capable ot producing  at the average rae of not less than
two thousand (2000} Barrels of ol per day (BOPD). The
date of discovery of a "Commercial Oil Well” is the date
on  which such well is tested and completed according 1w
the ahove.

2)  "Cormmercial Gas Well” means the first well on any  geological
feature which after testing for a perind of nat more than
thirty {30} consecutive days where practical, but in any event
tn accordance with sound and accepted industry producthon
practicas and venfied by LGPC, is found to he capable of
producing at the average rate of not less than fifteen million
(15,000,000} standard cubic feet of Gas per day (MMSCED).
The date of discovery of & "Commercial Gas Well” is the
date on which such well 15 tested and completed according to
the above.
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(i) “ARLE" means ARAB REPUBLIC OF BEGYPT.

(j) "Effccuve Date” means the date on which the text of this Agrecment
15 signed by the GOVERNMENT, EGPC and CONTRACIOR,
after the relevant Law is issued.

(k) {1} "Year" means a perod of twelve (12) months according 1o the

Grezonan Calendar,

(2} "Calendar Year" means a pernod of twelve (12) months
according to the Gregonan Calendar being 1st January 1o 31st
Decocmber.

{fy "Fmancial Year" means the GOVERNMLIENT's f[inancial wvear
according o Lthe laws and reculabions of the A K E.

(m] "Tax Year means the penod of twelve (12) months according o
the laws and regulations of the AR.E.

(ny  An "Affliliated Company"” means a company:

(1} of which the shore capital, canferring a majority of wvotes at
stockholders” meetings of such company, is owned directly or
indirecily by & party hereto; or

(i1) which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ meetings of a
party hereto; or

(m) of which the share capital conferming a majority of votes al
stockholder's meetings of such company and the share capial
conferring & majority of votes at stockholders’ meetings of a
parly hereto are owned directly or indirecily by the sume

COTFAIANnY.
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o)

(p]

(q}

(r)

(5}

(1)

{u}

¥ooo i ol YA (2] ml VY sl = Gl i 3

"Exploration Block™ shall mean an area, the corner points of which
have 10 be coincident wath three (2yminutes by threc (3) minutes
latitude and longiude divisions, according (o the International Ond
Svstem where possible or with the existing boundaries of the Area
covered by this Concession Agresment as set oul in Annex "A",
"Drevelopment Block™ shall mean an area, the corner points of
which have to be coincdent with one (1} minare by one (1) minute
latitude and longitude divisions, aceording to the  Intermahonal
CGind System where poasible or with the existing boundancs of the
Area covered by this Concession Agreement as set out in Annex
"B

"Development Lease(s)” shall mesan the Development Block or
Biocks covering the gealogical structure capable of production, the
comer paimis of which have to be coincident with one {1) minute
by one (1} minute lantude and [ongitude divisions according to the
International Cnd Svstem where  possible or with the existing
boundanes of the Area covered by this Concession Agreement as
set oul In Ammex AT

“Asreement” shall mean this Concession Agreement and its
ANnexes.

"(3as Sales Agreement” shall mean a writlen agreement between
EGPC amd CONTEACTOR {us sellert) and EGPC or The

Evyptian Naturdal Gus Holding Company "EGAS™ or 4 mutually
agreed third party (as buyer), which contains the terms and
condinions for Gas sales from a Development Lease entered into
pursuant (o Artecle VII (e}

"Standard Cubic Foor” (SCF) 15 the amount of Gas necessary (o fill
one (1) cubic foot of space at atmosphenic pressure of 14.65 F5IA
af 1 base emperature of stxty degrecs Fahrenhel {fi[i“[-'}l.

"EOAS" means the Egvpuan Matural Gas Holding Company.
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ARTICLE I
ANNEXES TO THE AGREEMENT

Annex "A" is 4 description of the Area covered and affected by this
Agresment. hereinafter referred to as the "Area”.

Annex "R" is a provisional illustrative map on the scale of approximate-
Iy 1:2 ZO0HNNH} wmdcating the Arca coverad and affected by this Agree-
ment and described in Annex "A".

Annex (" 1s the form of the Guananty to be submtted by Ieoc
Production BV, as guarantor on behalf of (JEOC Exploration B.V. and
INA Industma hafle d.d. Zagreb) and RWE Suez GimbH as Guarantar on
behalf of (RWE Dea AGY to EGPC one (1) day before the tme of
signaturg by the Minster of Petroleomn of this Agreement, lor
guarantceing the execution of CONTEACTOR s munimum Exploration
vbhigatons hereunder lfor the initial three (3) year Exploration pernod by
paving andfor transferning a quantty of Crude Oil sufficient in value to
cover the shortiall between the sum of eight molhon LS. BPollars
(& KNEOEEY) and the amount of money spent by CONTEACTOR and
approved by EGPC. In case CONTEAUTOE extends the mal
Exploration Period for one {1} additional pertod of two (20 yvears | in
accordance with Article III (b) of this Agreement, & similar Guaranty
shall be issued and be submutted by leoc Production B.V. and RWE
Suez OombH as suaranters on behalf of CONTRACTOR on the day
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the CONTREACTOR exarcises its option to extend.  Such Guaranty shall
alse be for guarantecing the pavment andfor vansfer of o quantiy of
Crude Oil safficient in value to cover the shorttall between the sum ot
gight muillien ULS. Dollars {$5,000.000) and the amount of money spent
by CONTRACTOR and approved by EGPC less in such mstance any
excess expenditures of the preceding BExploration penod permmted for
carry torward in gccordance with Article 1Y (b)) thud parapraph ol thrs
Agresment. Each of the pwo Guaranties shall remain eftective for six (0}
months after the end of the Laploration peciod for winch it has been
Issucd cxcept as it may be released poor to that aome n accordance with
the terms thereod,

Annex "D s the form of a Chareer of the Operating Company 1o be
Tormed a5 provided {orin Arucle YT hercol,

Annex "E" s the Accountung Procadure.

Annex "F" 15 4 current map of the National Gas Pipeline Gid  Sysiem
established by the Gaovermment.

The pomnt of delivery (or gas shall be agreed uwpon by EGIMC and
CONTRACTOR under a Gas Sales Agreement, which point of delivery
shall be localed at the flange connecting the development lease pipeline
o the nearsst point on  the vanonal Gas pipeline Grid Swvstem as
depicted in Anmex "F" or as olherwise agreed by EGPC  and
CONTRACTOR |

Annexes A", "B, "7, "D","E" and "F" o this Agreement are hereby
made part hereof, and they shall be considered as having equal force and

ctiect with the provisions of this Agreement.
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ARTICLE [III
GRANT OF RIGHTS AND TERM

The GOVEENMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants snd conditions set oot in this Agreement, which

insolar as they are contrary to of mconsistent with any provisions of Law

MNo. 00 of 1953, as amended, shall have the force of Law, an exclusive

concession n and to the Area described 1n Annexes "A" and "B"™.

(&)

Lb)

The GOVERNMENT shall own and be entitled, as hercinafter

provided to a royally in cash or in kind of ten percent (10%) of the
tofal quantity of Petroleum produced and saved from the Area
during the Development period including renewal. Said royalty
shall be borne and paid by EGPC and shall not be the obligation of
CONTRACTUR. The payment of royalties by EGPC shall not be
decmed to result in income  atiributable to the CONTRACTOR.

An imital Exploration period of three (3) years shall start from the
Efieciive Date. One (1) extension to the initial Exploration period,
of two (2) years, shall be granted to CONTRACTOR at its option,
upon not less than thirty (30} davs pnor ‘written natice to BEGPC,
such notice to be given mot later than the end of the initial
Exploration period as may be extended, pursuant to the provisions
of Amticle V (a), and subject only o its having fulfilled its
obligations hereunder for that pericd. This Agreement shall be
termunated #f neither a Commercial Qi Discovery nor a
Commercial Gas Discovery is estdbfished by the end of the fifth
(5™} year of the Exploration period as may be extended, pursuant
lo Article V (a). The election by EGPC 1o undertake a sole risk
venture under paragraph {c) shall not extend the Exploration
period nor affect the termination of this Agreement as (o
CONTRACTOR.
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(c}

Commercial Discovery:

(i)

L)

A Cemmercial Discovery - whether of Oil or Gas - may consist
of one producing reservoir or & group of producing reservoirs
which is worthy of being developed commercially.  After
discovery of a Commercial Oil or Gas Well CONTRACTOR
ahall, unless otherwise agreed upon with EGPC, undenake as
part of its Exploration program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery 15 worthy of being developed commercially, raking
inte consideration the recoverable reserves, production, pipeline
and terminal facilities required, estimated Petroleum prices, and
/] other relevant technical and economic laclors.

The provisions lud down hercin postulate the unity and indivisibility
of the concepts of Commercial Discovery and Development
Lease.  They shall apply uwnilormly to Wl and Gas unless
otherwise specified.

i} CONTRACTOR shall give notice of a Commercial Discovery

o EGPC immediately alier the discovery is considered by
CONTRACTOR to be worthy of commercial development bul
i any event with respect to a Commercial Ol Well not Jater
than rhirty (30} days [ollowing the completion of the second
appransdl well or twelve (12) months following the dake of the
discovery of the Commercial Oil Wetl, whichever 1s earlier or
with respect to A Commercial Gas Well not  later than twenty
four (24) months tollewing the date of the discovery of the
Commercial Guas Well {unless EGPC  agrees that such peniod
may be extended) except that CONTRACTOR shall also have
the right to give such notice of Commercial Dhiscovery with
respect o any  reservolr o reservoirs even il the well or wells
thercon are ot "Commercial™  within  the  definition of
“Commercial Well" if, in its opimon, 4 reservoir or a group of
reservoirs, considered coflectively, could be  worthy of
commercial develvpment.
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(1¥)

CONTRACTOR may also give a notice of a Commercial Qi
Liscovery 1m the event it wishes to undertake a Gas Recveling
Projeet.

A notice of Commercial Cras Discovery shall contain all detailad
particulars of the discovery and especially the area of Gas
reacnves, the esfimated production potential and profile and held
life.

Within sixty (60) days following receipt of a notice of a
Conmmercial Oil or Gas Thscovery, EGPC and CONTRACTOR
shall meel and review all appropniate data with a view o
mwtually  agreeing upon the existence of a4 Commercial
Ihscovery. The date of Commercial Discovery shall be the datc
BOGPC and CONTRACTOR joudy agree in writng  that a
Commercial Discovery exiss.

If Crude il 15 discovered but 15 not deemed by
CONTRACTOR o be 4 Commercial Oil Discovery under the
above provisions of this paraeraph (¢}, ECGPC shall one (1)
muonth after the expiration of the period specified above within
which CONTRACTOR can give notice of a Commercial Gil

Discovery, or thirteen {13) months after the completion of a
well notl considered 1o be 2 "Commercial Oil Well", have the

rneght, following sixty (00) days notice in writing 1o
CONTRACTOR, at s sole cost, risk and expense, (o develop,
produce and dispose of all Crude il from the peological
feature on which the well has been drilled, Said notice shall
state the specific area covenng said geological feature o be
developed, the wells to be dnlled, the production Facilities to
be installed and EGPC's estimated cost thereof, Within tharty

(30) days after receipt of s2id potice CONTRACTOR may, in
writing, elect 1o develop such area as provided for in the case

of Commercial Discovery hereunder. In such event all terms

of this Agreement shall continue to apply to the specified
Arci.
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It CONTRACTOR elects not to develop such area, the
specilic area covering said geological feature shall be set
asnde for sole nisk operations by EGPC, such srea 1w be
mutually agreed upon by EGPC and CONTRACTOR on the
hasis of gpood petroleum indusiry practice. EGPC shall be
entitled 1o perform or m the event Operating Company has
coane 1nlo exislence, o have Operating Company perfoim such
operations lor the account of EGPC and at BEGPC's sale cosr,
risk and expense. When EGPC has recovered from the Crude
Ol produced from such specific area a quantity of Crude Oil
equal in valoe to three hundred percent (3000%) of (he cost it
has incurred  in cacrying ouwt the sole nsk operutions,
CONTRACTOR shall have the pption, only in the event there
hus been s separule Commercial (il Discovery, elsewhere
within the Area, to share in funher development and
production of that specific area upon paying EGPC onc
hundred percent {100%) of such costs incurred by EGPC,

Such one hundred percent (100%) payment zhall not be
recovered by CONTRACTOR., Immediately following such
payment the specific area shall either (i) revert to the status of
an ordinary Development Lease under this Agreement and
thereafter shall be operated in accordance with the terms
hereof; ar (ii) alternatively, in the cvent that at such time
EGPC or its Afhliated Company is conducting Development
operations in the grea at its sole expense and EGPC elects 1o
continue operating, the area shall remain set aside and
CONTEACTOR shall only be entided to its production
sharing percentages of the Crude Oil as specified in Armicle
VII (B). The sole nsk Crudc Oil shall be valued in the manner
provided in Article VII (€], In the eveut of any termination of
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this Agreement under the provisions of Aricle IIT (b), this
Apgreement shall, however, continue o apply w EGPC's
operations of any sole risk venture hereunder, although such
Agreement shall have  heen torminatad  with respect to
CONTRACTOR pursuant to the provisions of Article LI (b} .

{(d} Conversion o a Development Lease:

(1]

Following a Commercial 01l Discovery or a Commercial (Fas
[Yiscovery the extent of the whole area capable of production
u be covered hy a Development Lease shall be mutuaily
aereed vpon by EGPC and CONTRACTOR and be subject to
the approval of the Minister of Petroleumn.  Such area shall be
converied automantically mro a  Development Lease without
the 1ssue of any addhuonal legal instrument or permission.

() Following the conversion of an area to a Development Lease

based on g Commercial Gas Discovery (or upon the discovery
of Gas i a Development Lease granted following a
Commercial Onl Discovery), EGPC and CONTRACTOR shall
endeavor with diftgence to find adequate markets capable of
absorbing the production of Gas and with respect o the local
markets , EGPC shall advise CONTRACTOR of the potential
oullets Tor such Cras and the expected annual schedule of
demand. Thereafter, EGPC and CONTRACTOR shall meet
with a view 10 assessing whether the outlers for such Gas and
other relevant factors warrant the development and production
of the Gas and in case of agreement the Gas thus made
available shall be disposed of to EGPC or EGAS under a
long-lerm Gus Sales Agreement m accordance with and
subject to the condittons set forth in Article VIIL .

(i1} The Development period of each Development Lease shall be

a5 Tollows:

(aa) Inorespect of a Commercial Oil Discovery, twenty (20) vears
from the dale of such Commercigl Discovery plus the
Extension Period (as derined below) provided that, in the
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evenl thal, subsequent to the conversion of a Commercial Ol
Discovery into a Development Lease, Gas 12 discovered in the
same Development Lease and is  wsed or is capable of being
used locally or for exporl hereunder, the period of the
Drevelopment Lease shall be extended only with respect to
such Gas, LPG extracted from such Gas and Crude Ohl in the
form of condensate produced with such Guas Tor  twenty {20}
years from the date of first deliveries of {ras locally or for
export plus the Extension Peniod {as defined below) provided
that the duration of such Development Lease based on a
Commercial Oil Ihscovery may nol be extended beyond
thurty-five (33) years from the date of such Commercial Onl
hscovery unless otherwise agreed upon between EGPC and
CONTRACTOR and subject to the approval of the Minister of
Petroleum.

CONTRACTOR shall immedtately notify EGPC of any  Gas
Dizcovery but  shall not be required to apply  for 4 new
Development Lease in respect of such Gas.

(bbr) In respect of a Commercial Cras Discovery, twenty (2007 vears
from the date of {irst deliveries of Gas locally or for export
plus the Extension Penod (as delined below) provided thart, if
subsequent to the conversion of a Commercial Gas Discovery
mmto & Development Lease, Crude il s discovered in the
same Development Lease, CONTRACTOR's share of such
Crude Oil from the Development Lease {except LPG
extracted from Cras o Crude Oil in the form of condensate
produced with Gas) and Gras associated with such Crude Chli
zhall revent entircly to BOGPC upon the lapse of twenty ()
vears from the date of such Crude (hl Discovery plus the
Extension Period as definaed below).
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Motwithstanding, anything to the contrary under this Agreement,
the duration of a Development Lease based on a Commercial (Gas
Discovery shafl m no case exceed thirty-five {35} years from the
date of such Commercial Gas Discovery unless otherwise agreed
upon between EGPC and CONTRACUTOR and subject to the
approval of the Minister of Petroleum.

CONTRACTOR shall immediately notify  RGPC of any Ohl

hscovery but shall not be requred to apply for a new
Development Lease in respect of such CCrade Ohl.

The " Extension Peniod" shall mean a penod of five (3) years which may
be elected by CONTRACTOR upon six (6) months wntlen reguest
sent by CONTRACTOR 1w BEGPC pnor 10 the expicy of the
relevant twenty (20) vewr penod supplemented by techmcal studies
including evaluation of production, expected levels of production
dunng extension peniod, CONTREACTOR's obligations  and
relevant economic conswderanon, This extension period 15 subject
to the approval of the Minister of Peooleum.

{e} Development operations shall upon the 1ssuance of a Development
Lease granted following a Commercial Chl Idscovery, be started
promptly by Operating Company and be conducted i accordance
with good oil field practices and  accepted petroleum engineering
principles, until the feld s considered to be fully developed, it
being understood that if associated gas is not utihzed, BGPC and
CONTEACTOR shall negehate in good [aith on the best way to
avoid impainng the production in the interests of the parties.

In the event no Commercial Productiom of Qil in regultar shipments
or (ras deliverics from any Development Block within four (4)
years from the date of the Commercial Oil Discovery, or from the
date of first Gas deliveries For local or export | such Development
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Block shall immediately be  relipguished, unless there 15 a
Commercial (il or CGas discovery on the Development Lease. Each
[Development Block in a Development Lease being partly within
the radius of drainape of any producing well in such Development
Lease shall be considered as participating in the Commercial
Production referred Lo above

Development operations in respect of Gas and Crude Oil in the
form of condensate or PG to be produced with or extracted from
such as shall, upon the signature of a Gas  Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for
export as relerred to oin Article VII or otherwise, be started
promptly by Operating Company and be conducted in accordance
with gond gas field practices and acceptad petroleum engineering
pnncipdes and the provisions of such agreement or scheme. In the
evenl no Commercizl Prodochon of Gas s established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating o such Gas shall be relinguished,
unless otherwise agreed upon by BGPL,

If. upon application by CONTREACTOR 1t 15 recogmzed by EGPC
that Crude Oil or Gas 15 being drained from the Exploranon block
under this Agreement into a Development Block on an adjoinmg
concession areg held by CONTRACTOR, the Block being drained
shall be considered as participating in the Commercial Production
of the Developrment Block in question and the Block being drained
shall be converted mmto a Development  Lease with the cnzwmng
allocation of costs and production  {calculated from the Effective
IDate or the date such drainage occurs, whichever is later) between
the two Concession Areas. The allocanon of such costs and
production under each Concession Agreement shall be i the same
portion that the recoverable reserves n the drained geological
structure underlyimg cach Concession Area bears 10 the total
recoverdble reserves of such structure underlving both Concession
Areas. The production allocated to a concession area shall be
proed according 1o the concession apreement covering  that

CONCESSINN area,
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(fi CONTRACTOR shall bear and pav all the costs and expenses

requited m carrymg out all the operations under this Agreement. bul
such  costs and  expenses shall not anclude any  mterest on
investment. CONTRACTOR shall look only to the Petroleum to
which 1t is entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
in Article VI Dunng the term of this Agreement and its renewal,

the tolal production achieved im the conduct of such operations
shall be divided between EGPC und CONTRACTOR in
accordance with the provisions of Article VIL

(g} (11 Unless otherwise provided, CONTRACTOR shail be subject to

|

Egyptian tocome tax  laws and shall comply with the
requirements of such laws with respect 1o the filing of retums,
the assessment of tax, and keeping and showing of books and
records.

2y CONTREACTOR shall be hable to prepara the tax retum and o

add the non recoverable costs, that onty the tax aothonty shall
be entitied to audit, CONTRACTOR shall submit the tax refurn
to BOPC rwenty five (23) days prior to the due date of
submiiting thereat to the tax authonty. RGPC shall have the
right to review the tax return i order o accepl the tax
calcudation therein, BEGPC shail provide comments on such
retiirn wikhin Nifleen {15} davs of the date of receiving the tax
return from CONTRACTOR | In any case CONTRACTOR
shall be responsible for submitting the tax return to the tax
amthonty within the due date.

(3 CONTEACIQRE's annual income for Egyptian income cax

purposes under this Agreement shall be an amount calculated

as Tollows:

The total of the sums received by CONTRACTOR from the sale or
other disposinon of all Petmoleum acguired by CONTRACTOR

pursvant to Articie VIL {a) and (b);
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Reduced by:
(1) The costs and expenses of CONTRACTOR,;

(1) The value as delermined according o Article VI (c), of
EGPC's share of the Excess Cost Recovery Petroleum
repaid to BGPC in cash or in kind, if any,

Flus;
An amount cqual to CONTEACTOR's Egyptian income taxes
erossed ap in the manner shown in Article VI of Annex "E" .
For purposes of above tax deductions in any Tax Year, Article
WVII (a) shall apply only 1n respect of classification of costs and

cxpenses and rates of amorizaton, without regard to the
percentage limitabion relerred to m the first paragraph of
Article VII fa} (1), All costs and expenses of CONTRACTOR
in conducting the operabons under this Agreement which are
not controdled by Aricle VI {a} as above gqualified shail be
deductible in accordance with the provisions of the Egvptian
Income Tax Law.

{4) EGPC shall assume, pay and discharge, in the name and on behalf
of CONTRACTOR, CONTRACTOR's Egyptian tncome tax out af
EGPC's share of the Petrpleum produced and  saved and not used
in operations under Amicle VI Al Gaxes paid by EGPC in Lthe

name and om behalf of CONTRACTOR shall be considered
meome Lo CONTRACTOR.

(3] LBEGPC shall lumish to CONTRACTOR the proper afficial receipts
evidencing the pavenent of CONTRACTOR's Egyplian income tax
for each Tax Year wethin munety (90) days lollowing the receipt by
EGPC of CONTRACTORs tax declaraton for the preceding Tax

Year. Such receipts shall be issued by the proper Tax Authorities
und shall state the amount and other particulars customary for such

recelpls.
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(i) As used herein, Egyptian Incame Tax shall be inclusive of all
mcome taxes paydanle in the ALK E. {including tax on tax) such as
the tax on income from movable capital and the tax on profits from
commerce and indosiry and inclusive of taxes based on income or
profits includmg all dividends, withholding with  respect to
shareholders and other Laxes imposed by the
COVERNMENT of AR L. on the distribution of income or profits
by CONTRACTOR.

(73 In calculating its A R.E. income taxes, EGPC shall be entitled to
deduct all rovalties paid by EGPC to the GOVEENMENT and
CONTREACTOR's Egyptian income taxes paid by EGIPC on
CONTREACTONR s hohalf.

ARTICLE 1V

WORK PROGRAM AND EXIPENINTURES
DURING EXPLORATIHON PERIOD

(a) CONTREACTOE shall commence Explorabon operations

hersunder not later than six {G) months after the Eftectuve Dte,
FGPC shall make available for CONTRACTORs usc all

se1stic, wells and other Exploration data in EGPC'Ss possession

with respect 1o the Arca ay EGPC 1s entitled 1o so do.

(b} The initual Exploratton peciod shall be three (3) vears,
CONTEACTOR may extend this BExploration period for ong {1)
extension period of two (2) years | in accordance with Article
III (b}, at the end of the munal Exploration penod wupon at least
thirty (30) days prior wrntten notice to BOPC, subject (o its
expenditure of s mimmum Exploration ebhiganons and of s
fulfillment of the drilling obligatons hereunder, for that period.

CONTRACTOR shall spend a mimimumt of eight million U5,
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Doliars {$R000,000% on  Exploretion  operations  and
activitics related therete  duemg the imitial three (3) year
Exploration period; provided that COMNTRACTOR shall
acqguite $easmic survey and dnill three (3) wells, For the twa {23
vedar extension pernicd that CONTRACTOR elects to extend
beyvond the inttial Exploration perod, CONTRACTOR shail also
spend a mininum of eight million LS. Dallars (58.000,000}

and shait drill four {4) wells dunng this extension parioc.

Should CONTRACTOR spend more than the imnimmm:
amount required to be expended or dnll more wells thar the
mintmrm regquired o be drlled during ihe imtal three (3} year
Exploration pencd, the excess may be subiracted from ihe
mimgmus wmount of momey  equired W be expended by
CONTRACTOR or mimmuin number ¢f  wells required w be
drilled durirg the succesding Expicration perrod .

In case CONTRACTOR surrenders its BExploratron rights under
thes Agreement as sat forth above before or at the end of the
third {3”3} vear of the imual Exploration penod, baving
cxpended less than the total sum of sight million ULS, Dollars
(f 8,000,000), on Exploration or in the event a1 the end of the
third (3™) vear, CONTRACTOR has expended less than said
sum in the Avea, an amount equal to the ditference betwesn
the said eight mithon 105, Doilars { 5 3,000,006 ) and the
amount mcfoally spent on Explorstion shall be pmd by
CONTRACTOR o EGPC at the time of zmwrmendenng of
within six {6} months from the end of the third {3 wear of

the imitial Expicration period, as the case may be Any
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expenditure deficiency by CONTRACTOR at the end nf the
exlension penod for the reasons ahove noted shall sroularly
result in a pavment by CONTRACTOR tw EGPC of such

deficiency. Provided this Agreement 15 sill in force as Lo

CONTRACTOR, CONTREACTOR shall be enatled to recover
any such payments as Exploranon Expenditure in the manner

provided for under Article VI[ in the event of commercial
production,

Without prejudice o Article ITL (b), in case no Commercial (il
Lhscovery 18 established or no notce of Commercial (Gas
Discovery is mven by the end of the fifth (57} year, a5 may be
extended pursuant 1o Article ¥V {4) or in case CONTRACTOR
surrenders  the Area under this Agreement prior (o such

tme, EGPC shall not bear any of the aforesaid expenszes spent
by CONTRACTOR.

(c} At least four {4} months prior to the beginning of each
Financial Year or at such other times as may mutually be
agreed ww by BEGPO and CONTEACTOR, CONTRACTOR
shall prepare an Exploraton Waork Program and Budget for the
Arca  selling forth 1the Exploration operations  which
CONTRACTOR proposes to cary out during the ensuing
Year.

The Exploration Woaork Program and Budeet shall be ceviewed
bv a jomnmt committee to be established by EGPC and
CONTEACTOR  after the Effective Date of this Agreement.
This Committee, herenafter referred to as the "Exploration
Advisory Committee”, shall consist of six (6) members, three
{3) of whom shall be appointed by EGPC and three {3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Commitles shall be designated by EGPC {rom among te
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members apponted by il The Exploration Adwvisory
Committee shall review and give such advice as it deems
apopriate wilth respect to the proposed Work Program and
Budget.  Following review by the Exploranon Adwvisory
Committee, CONTRACTOR shall make such revizsions as
CONTEACTOR deems appropriate and submit the Exploration
Work Program and Budget to EGPC for 1ts approval.

Following such approval, it is further agreed that:

(i) CONTEACTOR shall not substantially revise or modify
swd Work Program and Budgel nor reduce the approved
budgeled expendilure without the approval of EGPU,

{11) In the event of emereencics involving danger of loss of
lives or property, CONTRACTOR mav expend such
gdditional unbudgeled amounts as may be required to
alleviale  such  danmger. Soch  expenditure  shall  he
considered in all aspects az Exploration Expenditure and
shall be recovered pursuant o the provisions of Article
VII hereof.

)y CONTRACTOR shall advance all necessary funds for all
matenats, cguipments, supphcs, personnel admimstration
and operations pursuant o the Exploranon Work Program
and Budeel and EGPC shall not be responsible to bear or
repay any of the aforesaid costs.

{e) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall
be 1mplemented in 2 workmanlike manner and consistent
with good industry praclioes.

Except as is appropriate for the processing of data,
specialized laboratory engincering and development studies
thereon, (0 be made in specighzed centers outside A RE. acoording
i the applicuble rules all geological and peophysical
studies as well as any other swodies rmelsed 1w the
performance of ths Agreement, shall be made 1n the A RE.
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CONTRACTOR  shall  envust  the manasement  of
Exploration operations in the ARE. to its technically
competent Creneral Manager and Deputy General Manager.
The names of such Manager and Deputy General Manager
shall, upan  appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and,
in s absence, the Deputy General Manager shali be
entrusted by CONTRACTOR with sufficient powers o
carry out immediately all lawful wrilten divections given to
thern by the GOVERNMENT or its representative under the
termy of this Agreemnent. Al lawlul regulations issued or
herealter o be issucd which  are applicable hersunder and
not o confhet with this  Agreement shall apply to
CONTRACTOR.

{1} CONTREACTOR shall supply BGPL, within thirty (30} davs

from the end of each calendar quarter, with a Staternent of
Exploralion activily relating o Explorauon which has been
conducied m any portion of the Area nol converted inte a
Development Lease,  showine  costs ncwred by
CONTRACTOHR durmg such quaner. CONTRACTOR's
records and necessary  supporing  documents  shall be
available for mspection by EGPC at any time duning vegular
woeking hours for three (3) months from the date of
receiving each statement.

Within the three (3) months rom the date of receiving such
Statement, EGPC shall advise CONTRACTOR in writing if
It considers:

(1) that the record of costs 15 not correct; or

(2) that the costz of goods or services sepplicd are not 1o
line with the international market pnces for goods or
services of similar quality supplied on similar terms
prevalling a1 the time such zoods or services were
supplied, provided however, that purchases made and
services perlomed within the A R.E. shall be subject w
Aricle XX Vior
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(3) that rthe conditon of the matenals furmished by
CONTRACTOR does not tally with their prices; or

43 that the costs mowred are not reasanably required for
Qperatons. .

CONTRACTOR shall confer with EGPC in connection with

the problem thus presented, and the partics shall aliempt to

redach a settlement which is muteally satistactory.

Any reimbursernent due 1w EGPC out of Lhe Cost Recovery
Petroleum as a result of reaching agreerment or of an arbitral
award shall be promptly made in cash 1o BEGPC, plus simple
mterest at LIBOR plus two and half  percent (2.5 %) per
annum from the dae on which the disputed arn::tumfsjl'
would have been pand to BGPC according to Article V1N (a)
(£) and Anncx "E" of this Agreement (1.e., the date of
renchition of the relevant Cost Recovery Statement) to the
date of paymem. The LIBOR rate applicable shall be the
average of the Mgure or fgures published by the Financial
Times representing the mid-point of the rates (bid and ask)
applicable 10 one month U.S, Dollars deposits in the London
Interbank Eurocurrency Market on each fifteenth (157 day
of cach month occurring between  the date on which the
disputed amount(s) would have been pard to EGPC and the
date on which 1t 18 settled.

It the LIBOR rate is available on any fifteenth {15 day
but 15 not published in the Financial Times in respect of
such day for any reason, the LIBOR rate chosen shall be that
offered by Cinbank MN.A. to other leading banks in the
London Interbank Burocurmeney Market tor one month LS.
Dollar deposits.
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If such fifteenth (15™) day is not & day on which LIBOR
rates are quoted in the London Intarbank Eurocurrency
Market, the LIBOR rate to be used shall be that quoted on
the next following day on which such rates are quoted.

It within the tume lmmst of the three {3) month perod
provided for i this paragraph, EGPC has not advised
CONTRACITOR of its objection o any Statement, such

Stalernent shall be considered as approved.

(g} CONTRACTOR shall supply all Tunds necessary for s
operglions in the ARE usder this Agreement in freely
convertible cummency from abroad. CONTRACTOR shall
have the nght (o freely purchase Egypuan currency in the
amounts ngcessary for i3 operations 1 the ARE. from
PGP or from any bank suthonzed by the GOVEENMENT
to conduct foreign  cwrency exchanges. Pronty shall be
given by CONTRACTOR 10 purchase the Egyptian currency
tromn BEGPC 4t the same applicable rate and date as such
currency may he purchased from the Nanonal Bank of Egvpt.

{h} EGPC 15 authonized o advance o CONTRACTOR the
Egyptian currency regquired for the operaton: under this
Aprecment against receiving from CONTRACTOR an
cquivalent amount of LS, Doilars at the official AR.E. rate
of exchange, such amount 1n ULS, Dollars shall be deposited
in an BGPC account abroad with a corvespondent bank of
the Mational Bank of Egypt, Cairo. Withdrawals from said
account  shall be uwsed for fimancing EGPC's and  (ts
Atffiliated Compames’ foreign corrency requirements subject
to the approval of the Minister of Petroleum.
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ARTICLE ¥V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY: |

At the end of the third (3'9) year after the Effective Date hereof
CONTRACTOR shall relmguish to the GOVERNMENT a total of
rwenty five percent { 25 %) of the original Area on the Effective
Date not then converted 1o a Development Lease or Leases. Such
relinguishment shall be in a single unit of whole Exploration Blocks
not converled 1w Development  Leases unless otherwise agreed
upon between EGPC and CONTRACTOR so as 1o enable the
reflinguishrnent requirements 1o be precisely fulhlled.

Without prejudice w Articles I and XX11 and the bkast  three
paragraphs of this Article ¥ (a), at the end of the [th (5" year of

the Explommuion penod, CONTRACTOR shall rehinguizh the
remainder of the Arca not then comverted to Development Leases.

v 15 understood that at the time of any relinguishment the areas 1o
he converted into Development Leases and which are submitted 1o
the Binister of Petroleum for his approval according to Article I
(dy shall, subject to such approval, be decmed convered to
Development Loases,

CONTRACTOR shall not be required to celinquish  any
Exploration Block or Blocks on which a Commercial Qi or Gas
Well is discovered before the period of time referred to . Article
HL{g) given to CONTRACTOR to determine whether such Well is
a Commercial Discovery worthy of Development or o relinguish
an Exploration Block m respect of which a notice of Commercial
Gas Discovery has been given to EGPC  subject o BEGPC's night to
agreg on the existence of 4 Commercial Discovery pursuant o
Article 111 (¢}, and without prejudice to the requirements of Article
17 {e).
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(b}

In the event at the end of the mtial Exploration petiod or the
sugcessive cxtension of the motial  Expleranon period, a well is
actually dnilling or testing, CONTRACTOR shall be allowed up to
51X (6) months to cnable 1t to discover a Commercial il or Gas
Well or 1o establish 8 Commercial Diseovery, as the case may be,
However, any such exiension of up o s1x {6) months shall reduce
the length of the next succeeding Exploration period, as applicabile,
by that amount.

VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinguish all
or any part of the Area in whole Exploration Blocks or parns of
Exploration Blocks provided that at the time of such voluntary
relinquishment 115 Exploration obligations under Amicle TV (b)
have been sansiied for such pernod.

Any relinguishments hereunder shall be credited toward the
mandatlory provisions of Article V (a} above .

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually apree upon any arez to be relinquished thereafter,
except for the relinquishment provided for above at the end of the

total Exploration period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGPC and CONTRACTOR rmay form
in the A K L. an operaling company pursuant to Article VI (b} and
Annex "I (heremnafler referred to as "Operating Company™} which
company shall be named by mutusl agreement I::Em:-::_ﬂn EGPC and
CONTRACTOR and such name shall be subject to rthe approval af
the Minister of Petroleum. Said company shall be a private sector
company. Operating Company shall be subject to the laws and
regulations in force in the ARE. 1o the extent that such laws and
regulations are not inconsistent with the provisions of this

Agreement or the Charter of Operaling Company.

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

and repulations as now or hereafler amended or substtuted;

- Law No. 48 of 1978, on the employee regulations of  pubhc

SECIOr COmpanies,

Law INo. 1539 of [981, promulganng the law on joint stock
companies, partnership limited by shires and limited liabality

CLIMpAames;

- Law MNa. 97 of 1983 promulgating the law concerning  pubilic

sector organizations and companies;

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

sector compamies; and

- Law No. 38 of 1994, organizing dealings in foreign cummencies.
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The Charer of Operating Company is hereto attached as Annex
0 Within thirry (30) davs after the dare of Commercial Oil
Discovery or within thirty (30) days after signature of a Gas Sales
Agreement or commencement of a scheme to dispose of Cras
(unless otherwise agreed upon by BGPC and CONTRACTOR), the
Charter shalf take elfect and Operating Company shall automatically
come nte existence without any futher procedures. The Exploration
Advisory Commitiee shall be dissolved upon the relinguishment of
the Area nu;[ converted into a Development Lease (3).

Minety (W)} davys after the date Operating Company comes mlo
existence in accordance with paragraph (b) above, 1t shall prepare a
Work Program and Budget for  further  Exploration  and
Development in any portion of the Area converted inlo a
Development Lease (s) for the remawnder of the year in which the

Commercial Discovery is made; and not later than four {(4) months
before the end of the currenr Financial Year {or such other date as
may he agreed upon by BEGPC and CONTRACTOR) and four (4)
months preceding the commencement of cach succeeding Financial
Year thereafter (or such other date as  may be agreed upon by
LGPC and CONTEACTOR). Operating Company shall prepare an
annual Production Schedule, Wark Program and Budget for further
Development and Explaranion f any, 1n any portion of the Area
converted intao Development Leasels) for the succeeding Financial
Year. The Production Schedule, Work Program and Budget shall be
subrmitted to the Board of  Directors for approval, The Work
Prorram and Budget for further Lxplorabion operalions wn any
portion of the Area ool converted into a Development Lease{s) shall
be irnplemented, reviewed and approved in accordance with Armicle
IV (c).
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fd)

(e}

(f)

Mot later than the twentieth {Eﬂ[h} day of each month, Operating
Company shall furmsh 1o CONTRACTOR a written estimate of its

total cash requirements for expepditure for the first half and the
second hall of the succeeding month  expressed in U5, Dollars

having regard to the approved Budget. Such esumate shall take
miw consideration any cash expected to be on hand at month end.

Payment for the appropriate period of such month zhall be made o
the correspondent bank designated in paragraph (e) below on the
first (1*) day and fifteenth (15" day respectively, or the next
following businesy day, if such day 15 noL a business day.

Crperating Company 15 auvthorized to kecp at its own disposal
abroad in an account opensad with 4 correspondent bank of the
Manonal Bank of Egypt, Camro, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acguired abread and  for
transferring to a local bank in the A.RE. the requined amount to
meel the expenditures in Egyptian Pounds for Operating Company
in conpection with 1ts actvities under this Avreement.

Within sixty {60) days afler the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A RE. a statement, duly cenified by a
recogmizad firm of auditors, showing the funds credited o Chat

account, the disbursements made out of that accomnt and the

halance outstanding at the end of the Year.

I and for as long during the period of production operations  there
EXI505 an cxcess capacily in facilities which can not duning the
period of such excess be used by the Operating Company , EGPC
shall use the excess capacily if it 5o desires without any financial or
operational dizsadvantage 1o the CONTRACTOR or Operiling
Company.
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ARTHCLE VIE

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

{a) (1) Cost Recovery Petroleum:

Subject 10 the auditing provisions under this Agresment,

CONTRACTOR shall recover quarterty all costs, expensas and

expenditures in respect of all the Exploration, Development and

related operalions under this Agreement 1o the extenl and out

of thirty percent [3H)%5%) of all Petreleum produced and saved

from all Development Leases within the Area hereunder and not

nged in Petroleurn operations. Such Petroleum 15 hercimafter

rcferred 1o as "Cost R:Em'mj.l Petrolenm”.

For the purpose of determining the classification of all costs,

expenses and expenditures for their recovery, the following terms

shall apply;

"Exploration Expenditures” shall mean all costs and
expenses for Exploration and the related pomtion of indirect

expenses and overheads,

"Development Expenditures” shall mean all costs  and
cxpenses for Development {with the exception of Operating

Expenses) and the related portion of indirect expenses and
overheads.

"Operating Expenses” shall mean all costs, expenses and
expenditures made after intal Commercial Production, which
costs, expenses and expenditures  are  not  normaily
depreciable,
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However, Operating Expense: shall include workowver, reparr and
mamienance of assets bul shall not include anv ol the following:
sidetracking, redrilling and changing of the status of a well, replacement
of assets or part of an asset, additions, improvements, renewals or 1najo

overhauling that extend the life of the asset.

Exploration Expenditures, Development Bxpenditures and Operating
Expenses shall be recovercd from Cost  Recovery Potroleum in the

following manner; -

(1) "Exploration Expenditures”, including those accumulated prior
to the -:{rmmﬂml:ﬁ:mcnt of mmitial 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
dehverics of (as are made |, shall be recoverable at the rate of
twenty percent (20%) per annum starting either mn the Tax
Year in which such expenditures are incurred and paid or the
Tax Year in which imitial Commercial Production commences,

whichever 15 Lhe later date,

(i) "Development Expenditures”, including those accumulated
prior to the commencement of initial Comumercial Production
which for the purposes of this Apreement shall mean the date
on which the first regular shipment of Crude (hl or the first
deliveries of GGas are made, 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 Eﬂﬁunﬂrﬂial Production

commences, whichever is the later date.
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(i} "Operating Expenses”, incwred and paid afler the date of

imitigl Commercial Production, which for the purposes of
this Agreement shall mean the date on which the first
regular shipment of Crude il or the hirst deliveries of
Gas are made, shall be recoverable either in the Tax Year
in which such costs and expenses are incurned and paid or the
Tax Year in which mitial Commercial Production occurs,

whichever is the later date,

(1¥) To the cxtent that, in 2 Tax Year, cosls. expenses or

LV

expenditures recoverable per paragraphs (1), {11) and (i)
preceding, exceed the wvalue of all Cost Recovery
Petroleum [or such Tuax Year. the excess shall be cartied
forward for recovery in the next succeeding Tax Year(s)
until fully recovered, bt 1n no case after (he terounation
of this Agreement, as to CONTRACTOR.

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

next quaner.

(2)  Except as provided in Article VIT (a) (3) and Amicle VIL {e) (1),
LCONTEACTOR shall each quaner be entitled 10 take and own all
Cosl Recovery Petroleum, which shail be taken and disposed of
in the manner detenmined pursuant o Article VII (e), To the

exteny that the wvalue of all Cost Recovery Petroleum [as
determined in Article VI {¢)] exceeds the actual recoverable costs
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and cxpendituees, inchiding any carry forward wnder Article VI
(ad {13 {rv), 10 be recovered 1n that guarter, ther the value of such
Excess Cost  Recovery Petroleun shall be paid by
CONTRACTOGRE to EGPC either (i) in cash in the manner set
forth 1in Article IV of the Accounting Procedure  contained in
Ammex "E" or (i) m kind w1 accordance with Article VTI(z) (3).

Minety (%0} cays prior t0 the commencement of each Calendar
Year EGPC shall be entitled to elect by notice  in writing o
CONTRACTOR o mqure payment of up to  one hundred
percentl {(100%) of BEGPC's share of Excess Cost Recovery
Petrolewm i kind, Such payment wili be in Crude Ol from the
Area FOB. export terminad or  other agreed delivery poinl
orovided that the amount of Crege Oif aken by EGPC inkind in a
guarter shall not exceed the value of Cost Recovery Cnnde Onf
actizally taksn and separately disposed of by CONTRACTOR
fromn the Area duning the previous quarter. If EGP;C'E entilement
o receive payment of its share of Excess Cost Recovery
Petroleum in kind 15 himited by the foregoing provision, the

balance of such entiiement shall be paid in cash,

{b) FProduction Sharing

{1)

The remaining saventy percent { 70 %) of the Petroleam shall
be divided between EGPC and the CONTRACTOR according
to the following shares: Such  shares shail be iaken and

disposed of pursuant 10 Article VII (e):
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(i} Crude Ol
Crpde Ot produced and HEGPC CONTRACTOR
sved under s Agrooment SHARE SHARE
and  wl used in Petro-
jeum operaugns. (BOPD
{quarterly average).
That portion ar increment  {sevealy five percent)  (twenty five percent)
up to less than 35000 {75 %) (25 95)
BOPD,

That poriico or increment  {(soventy seven pereent)  (raeniy s pamen)

froa 5000 BOPD anvd up {77 %) { 23 9a)

10 less than 100K BOPT.

That portion or imcrerment  (seventy nine percent ) | Bwenty one pesent)
from 1ILOG BOPE and up {T9%:) { 21%)

to less than 23 000 BOPLY

That porf:on or increment (mehly one pement] { PEnetee PRt
it 25000 BOPD and { 8i%0) {(1950)

up to fess than 50,000

BOPD.

That portion or increment (eighty theae percent) ( severdeen perent )
from 50,000 BOFD and (H3%) { 17%:)

up i less them HELOOO

BOELL

That portion of increment  {sighne five pervent) { fteen peren: §
[rom 100,068 BOPD and {859 { 15%0)

abow |
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Cras and PG producoed and ECIPC CONTRAUTOR
savad  wrder this Agree- SHARE SHARE
et and not ueed in Petro-

leum  opertions  1SCFD)

(Quartery average) .

That portion or mcrement  {(seventy five percent)  {twenty fve percent)
up 1o rss than ( 75%) {25%)
25000000 5CFD.

That portion or inoremont  {soventy seven  perccnt]  {bwenty Teee pervent)
from 23,060,000 and up lo (77 50 (23 Do)

less thiare SOD00000 SCED.

That portion or increment  (séventy ning percent)  (hwenly one pemzt )
foom S0000.000 and up {79%) (215%)

te less than 1250000

That powtion or increment  [cighey one percent) (ninsteen parcent)
from P25, 0C.000 and up (B 1%} i 19%)

e less than 250,000,030

SCFL.

That pottion. or increment  (eighey three percent}  (seventeen percent)
from 250,000,000 and up (B3%%) (17%)

o lems thane 500,000,000

SCED

That portzon of mcrement  {eighty five percent) {hifteen percent)
from 300000000 SCTD {B5%) (1550}

and ghove .
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(2} After the end of each contractual year during the term of
any Gas Sales Agreement entered mto pursuant 1o Article
Vilie), EGPC and CONTRACTOR (as scllers) shall render
to EGPC or EGAS {as buyer) a statement for an amount
af {ras. if any , equal ta the amount by which the gquantity
aof Gas of which BEGPC or BGAS (as buver) has taken dehivery
falls below seventy five percent {(75%) of the Contract
quantitics of Gas as established by the apphicable Gas
Sales Agreement (the "Shortfall™), provided the Gas s
avielable, Withun sixty (00) davs of receipt of the statement,
EGPC or EGAS (as buyer) shall pay CGPC and CONTRACTOR
(as seliers) for the amount of the Shortfall, if any. The Shortfall
shall be included in EGPC's and CONTRACTOR's ennithemant
tr (ras pursuant o Acticle VI{a) and Article VEI(h) in the

fourth (4" quarler of such contractual year,

Quantitics of Gas not taken but to be paid for shall be recorded
in 4 separale "Take-or-Pay Account 7. Quantities of Gas
{"Make Up {sas"} which are dehvered 1n subsequent years in
excess of seventy five percent {75%) of the contract quantifies
of Gas as established by the applicable Gas Sules Agreement,
shall be set against and reduce quantities of Gas m the
"T'ake-or-Fay" account to the extent thereof and, to that extent,
ne pavment shall be due in respect of such Gas. Such Make Up
(Gas shall not be included m CONTRACTOR's enttiement to
{ras pursuant to Artecle VIHa) and (b). CONTEAUTOR shall
have no nghts to such Make Lp Gas.
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I a the end of any Contract wvear EGPC and
CONTRACTOR (as sellers) fml to deliver seventy five
percent {(75%) of the aanual contract quantity of Gus s
defined 1 the Gas Szles Agreememt with EGPC andior
EGAS {as buyer}, the differcnce between seventy five
percent (759} of the annval Contract quantity of Gas and
the aciual gas quantity delivercd shitll be referrad (o as
the “Deliver- or- Pay Shortfall Gas”. EGPC or EGAS (a3
buver} shall have the rizght 1o taite a guantity of (s cqual
to Deliver-or- Payv the Shortfail! Gas and such quantity of
Cias shall be priced at ninety percent (90%) of the Gas
price as defimed 1n the Gas Sales Agreement .

The percentages set forth in Article VIE (8) and {E} in
respect of LPG produced from a plant constructed and

operated by or un behalf of EGPC and CONTRACTOR
shali apply to ali LPG available for deliveny.

f¢y Valuatiop of Petroleum:
{1} Crde Ol

(1) The Cost Recovery Truds Oil to which CONTRACTOR
15 cntitled hereunder shall be wvalued by EGPC and
CONTRACTOR at "Market Price” for sach calendar
(rigricy.

(11} “Market Price” shall maan the weighled average pricss
realized from gales by EGPC or CONTRACTOR during
‘he quarter, whichever 15 higher, providad that the sales 10
P wsed In amiving at the weighted average{s) shali be
sales of comparabie guantities on compasable credit 1erms
in fregly converable curency from F.OWB. point of export
sales to non-affiliated companies at arm's length under all
Crude Oil sales contracts then in effect, but excluding
Crude Qil sakes contracts involving barter, and

(1) Sales, whether direct or indirect, through  hrokers or
othoerwise, of EGPC or CONTRACTOR to any
Affiliated Company.
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{1101}

i)

() Sales imvolving a quid pre quo other than payment in a
[reely convertible currency or motivated in whole or in
part by conswleralions other than the wsoal economic
incentives for commercial arm's length crude oil sales.

It 1= undersiood that in the case of “C.LF." sales, appropriate
deductions shall be made for transport and msurance charpes
o calculate the F.OB, point of expont price; and always taking
mto account the appropriate adjustment for quality of Crude
Oil, treight advantage or disadvantage of port of loading and
nther  appropriate  adjusiments. Market ['rice shall be
deterrmned separately for each Crude il or Crude Qil s,
and for each port of loading.,

I dunng any calendar guarter, there are no such sales by EGPC
anddor CONTRACTOR under the Crude il sales contracts in

eifect, EGPC and CONTRACTOR  shall mutually dgree upon
the Market Prace of the barrel of Crude Qil o be used for such

guarter, and shall be guided by all relevant and avalable
evidence including  current proces in frecly convertible
currency of [eading crude oils produced by major vl producing
counirics (in the Arabian Gulf or the Mediterranean Arca),
which are regularly sold 1n the open market according 10 actual
sales contracts terms but excluding paper sales and sales
promises where no crude oil 15 delivered, to the extent that such

sales are effected under such toms and conditions  (exeluding
the price) not significantly different from those under which the
crude ol o be wvalued, was sold, and always taking into
comsideration  appropriale adjustments for crude oil guality,
meight advantage or disadvanriage of port of loadimg and other
appropriate adjustments, as the case may be, for differences in
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