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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).



Yooo i bl YA () o VY suadl - i Jliag A1 1

s sl e W ALY sda 3 ) GV 5 Lee Bl i
AU S L PR P IS o S PR (- PRIV
o 15131 510 gyl SLaas1 lls sl o i (F0) s
s adilya byt ddsoide Jdedililly i gl SLEY
a2l

Lo lae 80 o a8y o b0 AT g e 103 Tl Jp LY i,
SPE Y RLATATRE P [ WA SRR E D S ST A [

G s il i (0] e Lyt 328 " aliza¥ 5 i " s s
(V) Lo Jod dteght JL oLkl ey ols8 b s Lzl o)
CRI Y P PPPS O (YR & b BUSJC | TR, (N E 3 A B
G PP PULE Ry [RCh EPRPE Sy | R P LN PP Ser |
3 nd s il Loalea s dWl ol Ly JLEll clalistly sliza)
gl ey aidl e Ly ede sliza]

Stzf] e paradl el i ol cie [ daell cilbee las ()
S-S N R R | ST B PN | PR WP -3 [ O | P 03 E PRy | e
vl Ay m Rl aslydy ool Jyds e M L Ll ae | AU
ptiig o Lo il bl oy . Sl EF 05 ] Kas omas o I
Mooy biadl 5l B0 o i plin e J R Gegld gk celall LA

c GBI pllas Gy i LYl Dkl ain)

gl ol ialiria Slim 2y il e U L] i de U s
o Sl (8) sl DUl L L gl gl e Sl ol L
Ladoes 5Lall Sl il oy e 5l ) (g Lot LS 2 0

dapy ) Loalliy in Bl o Usi e b ] g 0 4 prikecatl]



ULA SIY B CO AR R R T IPSLCI L VP SN [ YO

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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gravily, sulphur, and other factors penerally recognized by
sellers  and  purchasers. as  reflected in crude  prices,
transportation minety (90) days msurance premiums, unusbal
lees bome by the seller, and for credit terms in excess of sixty

(otl) days, and the cost of loans or guarantees granted for the
benefil of the sellers al prevailing interest rates.

It is the intent of the Parties that the value of the Cost Recovery
Crude Ohl shall reflect the prevaling markel price [or such
Crude Oil,

If either EGPC or CONTRACTOR cunsiders that the Market
Price as deterrmned under sub-paragraph () above does not
rellect the prevailing Markel Price or in the event EGP(C and
CONTRACTOR fail to agree on Market Price for any Crude
(hl produced under this  Agreement tor any quarter withim
filteen (15) davs afler the end thereof, any party may
glect at any fime thereafter 1o submut to a single arbwtrator
the guestion, what single price per barrgl, in the arbitrator's
Judgment, best represents tor the perunent gquarter the Market
Prnce for the Crude Oil in question. The arbitrator shall make
his determindtion as soon a5 possible following the quartter in
question, [his determinauon shail be {imal and binding upon all

the parties, The aratrator shall be selected in the manner
described below.

In the event EGPC and CONTRACTOR fail o agree on the
arbitrator within thirty {30) days from the date any party
nolifics the other that o has decided w submil  the
determinanon of the Market Price to an aritrator, such
arbitrator  shall he chosen by the appomting  authonty
designated in accordance with Amicle XXIV {e), or such other
appointing authority with access (o such expertise as may be
agreed to between BEOPC and CONTRACTOR, with regard to
the qualifications for arbitrators set forth below, upon writien
apphcation of one or both of EGPC and CONTRACTOR.
Copy of such  application by one of them shall be promply
senl Lo the other.
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The arbitrator shall be as nearly as possible a persun with an
cstublished reputation in the mternatonal petroleum ndustry
a5 an expert in pricing and marketing crude ol in internatonl
commerce. The arbitrator shall not be a citizen of & country
which does not have diplomatic relations with The Arab
Republic of Egypt , The Netherlands, The Republic of Croatia
and The Federal Republic of Germany. He may not be, at the
time of selection, employed by, or an arbitrator or consultant
on 4 continuing or frequent basis to, the American Petroleum
Institute, the Organization of the Petrolenm Exporting
Countries or the Organizaton of Arab Petroleum Exporling
Countries, or a consultant on a continuing basis to EGPC.
CONTRACTOR or an Affiliated Company of either, but past
occasional consultation with such companies, with other
petroleum companies, poverninental agencies 01 Organizarions
shall not be a ground for disgualificasen, He may not have
been, al any time during the two (2] years hefore selection, an
employvee of any petroleum company or of any govermmental
AZENCY OT OTZAMmZATION,

Should a selected person decline or be unable 0 serve as
arbitrator or should the position of arbitralor [all vacant pnor
(o the decision catied for, another person shall be chosen in the
same manner provided in  this  paragraph. EGPC  and
CONTRACTOR shall share equally the expenses of the
arbitrarer.

The arbitrator shall make his determination in  accordance
with the provisions of this paragraph, based on the best
evidence available o him. He will review ol sales contracts as
well as other sales data and infarmation bul shall be free 10
evaluate the cxient to which any contracts, data or information

is substantisted or pertinent. Representatives of EGPC and
CONTRACTOR  shall have the right to consult with the
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arbitrutor and fumish bhim wnllen matenals provided the
arntrator may impose reasonable lmitations on this right.
EGPC and CONTRACTOR each shall cooperate wilth the
arbitrator to the fullest extent and each shall wnsure such

cooperation of its tradmg companies. The arbitrator shall be
provided access o crude oil sales contracts and  related data

and information which BOPC and CONTEACTOR  or their
rading companies are able to make available and which in the

judgment of the arbitrator mught aid the arbutrator in making a
valid determinaton.

(vi} Pending Market Pnce agreement by EGPC and CONTRACTOR
or determanation by the arbitrator, as  apphcable, the Market Pnce
agreed for the quarer precedmg the quaner @moqueston shall
remain temporanly 10 effect.  In the event either EGPC o
CONTRACTOR should icur a loss by vimue of the empaorary
continuation of the Market Price of the previous guarter, it shall
promptly be seimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one - half percent (2.3%) per
annum rate provided for in Article IV () from the date on whach
the disputed amount{s) should have been paid to the date of
payment,

(2] Gas and LPG

(1} The Cost Recovery and Production Sharing Gas Price will be
agread upon between CONTRALTOR and EGPU or EGAS
after the Commercial Discovery and before converting an arca
o a developinent leasefs) subject to g Gas Sales Agreement
between BGPC and CONTRACTOR (as sellers) and EGPC
(a5 buyer) for gas dedicated to the local marke: entcred nto
pursuant o Article VII (e} . Provided that such gas price shall
secure the financial viability of the development for EGPC and
CONTRACTOR .
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{ii} The Cost Recovery and Production Shares of (LPG) produced
from o plant construgled and operated by or on behalf of
EGPC and CONTRACTOR shall be separatcly valued for
Propanc and Butane at the outlet of such LPG plant according

{0 the following formula (unless otherwise agreed between

EGPC and CONTRACTOR):

PIPG = 005PR-(JX085 X__ F }
4298 « 1P

Where
PLPG = LPG price (separately determined for Propane and

Butane) m UL5. Dollars per metnc ton.

PR = The average over a period of a month of the figures
representing the mid-point between the high and low
prices in U5 Dollars per metnc ton quoted 1
"Platt’s LPGaswire” during such month for Propane
and Butane FOB Ex-Ret/Stor, West Mediterranean.

J= BTU's removed from the Gas stream by the LPG plant
per metnc ton of LPO produced.

F = a value in U.S. Doliars per metric ton of the crude oil
of Gulf of Suez Blend "FOB Ras Shukherr” A RE.
calculated by refermng to "Platt's Oigram  Prce
Feport" during a month under the heading "Spot

Crude Price Assessinent for Suez Blend". This value



Yool L Jupt YA () ml VY sl = A SR S8

eladd bl 5 Ll 8t 20 g ke B i oS0
3 QS P U SV P F SO U S, ER OO
ool e gpmn o SRl 5 | it il o il
A g LT g oy ke G 2 y# Lelae

Pl et "l e o 1 T A8 1S L e i
R B O P T S TT IR PGP,
Lo b g . Ly el ol o i el Ll ezl
S i e tcsgamt (0} Tt i g lald] b e LS 1
gt ¢t g DA SUBYI e "l Sl g I
sbalt e gl (o) das e gl 5 oL Ll
I PN S JINCTRE UP PSP R PR JES L P
sonps G o U Ly £ 00) G b pllanlll o a8
ALl U ood id e plidny 5 )W 5 g paad 3
ot it {0 it 3 by B (LPG Wadb e n ] 5Le a3
gl all Tihin o "o ol A sl

ot 0 bl e (LPG Ltz 5080 il 1 gy

A LY La) 5

L“!L"l""l'l;'-"..{_;-]f{LPC&}JLJEJ}MLJLFJJHlJLHTEEHT
o il guds P adl tie s



L R N VI CP X T IPTICR L WA SOU vy

reflects the total averages of the published low and
high values for a Barrel duning such month divided
by the number of days im such month for which such
values were quoted. The value per metnc ton shall
be calculated on the basis of a conversion factor to
be agreed upon  annually between EGPC and
CONTRACTOR.

[n the event that "Plait’s LPGaswire” is issued on
certain days during a mwmth hut not on others, the
value of (PR) shall be calculated wsing only those
izsues which are publithed during such month. In the
event that the wvalue of (PR] can not be
determined because "Plaw's LPGaswire” 13 not
published at all durng a montk, EGPC and
CONTRACTOR shall meet and agree to the value of
(FR) by reference to other puhhshed sources. In the
event that there are no such other published =ources
or 1f the wvalue of (PR) cannot be detcrmimed
pursvant o the foregoing for any other rcason |
EGPC and CONTRACTOR shall meet and agree the
value of (PR) by reference 1w the value of LPG
(Propane and Butane) delivered FOB from the

Mediterranesan Area.

Such wvaluation of LPG is based upon delivery at the delivery
point specified in Article VII (e} (2) (i)

() The prices of Gas and LPG so calculated shall apply durmg

the same month.
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(v} If Gas is disposed of to export by EGPC .or EGPC and
CONTREACTOE  pursuant w Anicle VI (g) then the
following shall be applied:

- The Cost Recovery Gas shall be valued according to 2{i) above,

Z- The Production share of Gas disposed for expunt by EGPC
and CONTRACTOR directly to third pary pursuant to
Article VLI {=} shall be valued at the acteal price realized
hy BEGPC and CONTRACTOR.

(v} The Cost Recovery and Prodoction Shares of [LPG disposed of
(or export by EGPC or EGPC and CONTRACTOR pursuunt
ro Amiicle VII (e} shall be valued at their actual realized price .

{d} Forecasts:

Operating Company shall prepare (not less than mnety (907 davs
poor to the heginning of cach calendur semester [ollowing first
recular production) und lurmish in writing o CONTREACTOR  and
EGPC a forecast setling out a total quantily of Petroleum that
Operating  Company  estimares can be  produced, saved and
transported hereunder dunng such calendar semester in accordance
with good o1l and gas industry practices.

Crperating Company shall cndeavor o produce each calendar
semester the forecast quantity. The Cruode Gil shall be run  to
storage tanks or offshore loading tacilities constructed. maintained
and operated according 1o Government Regulations, by Operating
Company in which said Crude (il shall be metered or otherwise
measured  for rowalty, and  other purposes requited by this
Agreement.  Gas shall be handled by Operating Company in
accordance with the provisions of Articke VI (e) .
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et Msposition of Peiroleom:
(1 BEOPC and CONTRACTOR shall have the ripht and the

(2

eilisenion o separately take and freely export or otherwise
dispose of, currenily  all of the Crude O 1o which asch is
entitied under Asticle VI {5} and {b). Sabject to payment of
sumis due 1o EGPRC ander Anticle VIE (&) (2} and Amicle 1X,
LONTRACTOR shall have the nght 10 remit and retain abroad
all funds acouived by i including the procesds from the sale of
its share of Petroleum.

Motwithstanding  anything to the contrary undet this Agresment,
prionty  shall be given wn meet the requirements of the
ARE market from CONTRACTOR's shate under Article
VI E D b of the Cride Ol produced from the Asea and EGPC
shail have the preferential right o purchase such Crude O at
o prace to be deternmined pursusat 1o Artcle VI (¢ ) . The amoumt
of Crude O so purchased shall be a portion of CONTRACTORS
share under Ariicle VII(b). Such amount shali be proportional
Ly CONTRACTOR s share of the total production of crude ol
from: the concession areas in the ARE. that are niso subjeck
by BGPC' preferentiazt nght to purchase. The payment for
such porchased amount shal be made by EGPC i (1S
Dollars or in any other fresly convertible currency remitabis
by CONTRACTOR abroad.

it is agreed upon that BGPC shall potify CONTRACTOR, al

lcast Forty-five (45) days prier to the beginning of the

Calendar semester, of the amount to be purchased during such

semesler under this Articie VI (2) (1).

With respect to Gus and 1LPG produced from the Area:

(1) Priority shall be given 10 meet the requirements of the
local market as detevrned by EGPC.
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(1)

In the event that EGPC or EGAS 15 10 be the buyer of
Gas. the disposition of Gas to the local markels as
indicated above shall be by virtue of long term Gas Sales
Agreements to be entered into between BGPC and
CONTEACTOR (as sellers) and BGPC or EGAS (as huyer),

LGPC and CONTRACTOR (as sellersy shall bave the
obligation w deliver Gas to the following point where
such (as shall be mewred for sales, royalty, and other
purpoacs required by this Agreement:

(a) Im the event no LPG plant is constructed 1o process
such Gas, the delivery point shall be at the flange
connecling the Lease pipeline to the nearest point
on the  Nahonal Gas Pipeline Grid Svystem as
depicted  in Annex "F" hereto, or as otherwise
agreed by EGPC and CONTRACTOR.

{b] In the event an LPG plant is constructed to  process
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the inlet to such
LG Flant. However, notwithstanding the fact thas

the metering  shall take place at the LPG Plamg
inler, CONTEACTOR shall through the Operating

Company build a pipeline suitable for transport of
the processed Gas from the LPG Plant outlet 10 the
nearest poimt on the National Gas Pipeline Grid
syslem as  depicted m Annex "F° hereto, or
atherwize apreed by EGPC and CONTRACTOR.
auch pipelme shall be ovwned 1in accordance with
Arucle VII {a) by EGPC, and s cost shall he
financed and recovered by CONTRACTOR as
Development Expenditures pursuant ta Article VIL
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{iti}

EGPC and CONTRACTOR shall consuli wogether o
deterrmime whether to bisild an LPG plant for tecovering
LPG from any Gas produced herewnder, In the svent
EGPC and CONTRACTOR decide wo build such a plang,
the plant shall, as is appropriate, be i the vicinity of the
posnt of delivery as determined wn Articie 11 and Articla
VI¥ej2di:), The delivery of LPG lor, rovalty and other
purposes requited by this Agresment shal! be ol the outlet
of the LPG plant. The costs of any such LPO plant shaii
be recoverable in accordance with the provisions of this
Agreement unless the Minister of Petroleum  agrees o

acoelerated recovery.

EGHPC or EGAS (as buyer) shall have the option o elect,
by mnety (90} days pnor wiitten notice o EGPC and
CONTRACTOR (a5 sellers), whether payment for the
Crag which is subject to a Gas Sales Agrecment between
BGPC and CONTRACTOR (as sellers) and EGPC or
EGAS (as buyer) and LPG produced fvom 2 plant
constructed and opersted by or on behalf of EGPC and
CONTRACTOR, az valued in zucordance with Article
Vi1 {c}, and t¢ which CONTRACTOR is entitled under
the Cost Recovery and Production Sharng provisions
of Article VIL of this Apreement, shall be made 1) in
cash or 2) in kind.

Payments in cash shall be made hy BGIPC or EGAS (as
buyery al intervals provided for in the relevant Gas Sales
Agreement in LS. Dolias, remuttable by CONTRALTOR
ahroad.
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Payments in kind shall be calculated by converting  the
value of Gas and LPG to which CONTRACTOR s
entitied into cquivalent barrels of Crude Ohl 10 be taken
concutrently by CONTRACTOR from the Area, or to the
extent that such Crode Oil 15 insefficient, Cimde O0l from
CONTRACTOR's aother concession areas or such other
areas as may be apreed. Such Crude O] shall be added to
the Cruds Q1] that CONTRACTOR is otherwise entitled
i hft  under this Agreement. Such eguivalent barels
shall be calculated on the basis of the provisions of

Article VIL (¢ relating to the valuation of Cost Recovery
Crude Onl.

Provided that:

(aal

(bh)

Favment of the value of Gas and LPG shall abways be made
i ocash m US. Dollars remittable by CONTRACTOR
abroad to the extent that there i3 insufficient Crude Qi
avallable for conversion as provided for abowve,

Pavment of the value of Gas and LPG shall alwavs be made
10 kind as provided for above 1o the extent that payments i
cash are not made by EGPC.

Payments o CONTRACTOR {whether in cash or kind),
when  related o CONTRACTOR's Cost  Recovery
Petrolcum,  shall e meluded in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Patroleum referred w in Atticle TV of Annex "B" of this

Agreement,
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i)

(vl

(Vi)

{viil

Should EGPC or EGAS {3 buver) fail to enter into 3
leng-term as  Sales  Agreement with EGPC and
CONTREACTOR (as sellees) within Tour {4) vears from a
“netice of Commercial Gas Discoverny pursuant to Articie HI,
or showld unavailability of iocal market is forssesn
before such date,  BEGPC and CONTRACTOR shafl
have the right to take and freely dispose of the quantiy
of Gas and LPG in mspeet of which the nofice of
Commercial Discovery 15 given by exporting such Gas
and PG,

The proceeds of sale of CONTRACTOR's share of
Gaz  and LPCG disposed of pursuant to the above
sub-paragraph (v) may be freely remutied or refained
abroad by CONTRACTOR.

In the event BOPL and CONTRAUTOR agree 10 accept
new Cias and LPG producars ' join in an ongoing
export project, such producers shall have w contribute o
{air and equitable share of the investnent made.

(aa) Upon the expiration of the four (4} year permd
whorred 16 i Article VI (e) (23 {v), CONTRACTOR
shall have the obhgation i0 exert s reasonahle
efforis (o find an expor market 7or Gas reserves,

(bb} In the event at the end of the o {43 vear period
relerred o under Article VI (e} (2) (v},
CONTRACTOR and EGHC have not entered into
a Oas Sales Apreement, CONTRACTOR zhall
retain itz rights to such Gras reserves for a further
peniod of up to four {4} years, subject to Amnicle
VH {2} (2) {(viitd(ee). during which period EGPC
shall savtempt 1o find & market for Gas veserves.
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feel  In the event that CONTRACTOR is not exparting

{dad}

the (xas and CONTREACTOR has ot entered into
3 Cs Sales Agtecment purswant to Aticie VI {g)
(21 at the expov of cight (B} wvears from
CONTRACTORs notice of Commercial Gas
Dizcovery, CONTRACTOR shall surrendgr the Gas
reserves In respect of which such notice has been
givern. B being understood thal CONTRACTOR
shitil, at dny tme at the cxpiry of such eighl { B ) year
penod , summenckr the Gas mserves, il CONTRACTOR
i5 1ol expornne the Gas and CONTRACTOR does
nol accept an offer of a Gas Sabes Agresment
from EGPC or BEGAS wilhin six {8) months from
the date such offer is made provided that the Gas
Salcs Agreement offered o CONTRACTOR shall
lake o consideration the relevant tecomcal and
economis factors o enable g commercial contract
incEmg :

A sufticient delivery rate.

Delivery pressure 10 enr the Natomal (as
Pipeiine Orid System af the poit of gelivery.
Delivered Gas guelity specificatrons nol maore

sirtngent than those imposed or requved for the
Mational Gas Pipeline Gind Systam.

The Clas prices as etemed o in this Asrsement .

Ier the event thal CONTRACTOR has not entered
inte ¢ Gas Sales Agreement pursuant w Anlicle
VH (e} (2wr ctherwise found an acceplable
schemes Tor commercigl disposal of such Gas |, at
the ume of the expiration of eighl {8) yvears fram
CONTRACTOR ¢ notiee of Commercial Discovery
af Gas or failing agreement with EGPC on gas
disposal at the expirabon of exght £ 3 ) years |
CONTRACTOR shall sureender o0 BGPC such
Developmen: Lease {3) m which Gas descovery is
CRICE.
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(&)

[x) CONTRACUTOR shali not be obligated 1w surrender a
Developmen  Lease basad on g Commercial  Gas
Enscovery, if Crude (OH] has peen discoversd in
commercial quantities in the same Development Leaze.

Operations:

I following the reversion o BEGPC af anv rights to Crude Oil
heraunder, CONTRACTOR retainz nghts (o Gas i the surme
Development Lease, or if, following surrender of rights to Gas
hereupdey, CONTRACTOR retains rights fo Crude 04 in the same
Development Lease, operations to explore for or exploil  the
Petroleum, the nghts to which have reverted or been  surendered
(Cxl or Las gs the cass oy bed moy only be carvied oul by
Uperaling Company which shall act on behait of BEGPC alone, uniess
LCONTRACTOR and EGPC agree otherwise.

Vanker Scheduling:

Al 4 reasonable time pnor te the commencement of commercial
production CGERC and CONTEACTOR shall meat and agree upon 2
proceduce for scheduling tanker liftings from the agresd  wpon point
of export,

ARTICLE VIII
TITLE T ASSETS
EGEC shall become the owner of all CONTRACTOR acquired and
ewoed assets which assets were charged to Cost Recovery by
CONTEACTOR n connection with the operntions cavied out by

CONTRACTOR or Operating Company in accordance with Lhe
fotlowing:

(i} Land shell become the properiy of BGPC a5 soon as it is
purchased.
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(2 Tide o fixed and movable assets shall be transieveed
sutomatically and gradually rom CONTRACTOR to BGPC as
they become subyect io recovery o accordance with the
pravisione of Anicle VII; however the full title o fixed and
miovable asseds shall be gumsferred awtomaticaily  Trom
CONTRACTOR to BEGPC when s total cost has been
recovered by CONTRACTOR m accordance  with  the
provisions 0f Aricle ViL or at the tme of teromnaton of this
Agreement with respect 1 all assels charpeable to the

operations whether recovered or not, whichever first occurs,

The book value of the assels crested during each  calendar
guarter sivall be commumicated by CONTRACUTOR o EGPC or
by Operating Company toc EGPC and CONTREACTOR  within
thirty {3} days of the end of cach guarter,

(h) Dunng vhe term of this Acreement and the renewal penod EGPU,
CONTEACTOR and Opersting Company are entitled to the  Tall use
and ergoyment of all fixed and mavable assets refoved 1o ahove in
connechon with operations hereunder oF under sny other  Petroleum
coneasaen agreement  edlered o by the Parfies. Proper
accouniing adjustment shall be made. CONTRACTOR and EGPC

shall not dispose Of the zame exceptl with agreement of the other,

{¢} CONTRACTOR and Operating Company may freely import into the
AR E., use therein and FﬁeEy export af the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, e luding but not limied (o

tive lease of computer hardware and soltware.
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ARTICLE IX
BONUSES

(a} CONTRACTOR shal] pay to EGPC as a signature bonus the sum of
two million (2,000,000 } U1.5. Dollars on the Effective Date.

(h) CONTRACTOR shall pay to EGPC the sum of two million
{(2.000.000) LS. Dollars as a production bonus when the total
average daily production from the Area first reaches the rate of

twenty five thousand (25,0007 Barrels of oil per day or equivalent lor
a penod of thiny {30) consecutive producing days. Payment will be
made within fifteen (13} davs thereafler.

(o} CONTRACUTOR shall also pay to EGPC the additional sum of two
million and five hundred thousand ( 2,.500.000) U5, Dollars as a
production bonus when the total average daily production from the
Area st reaches the rate of fifty thousand { 53,000 ) Barrels of o
per day or equivalent for 4 pertod of thiny (30) consecutive
poducing days. Payment will be made within fifteen {15} davs

thereafier,

() CONTRACTOR shall also pay to EGPC the additional sum of three
million § 30000000 1.5, Dollars as a production bonus when the
lotal averazge daily production from the Area first reaches the rate of
one hundred thousand (100K Barrels of ol per day or equivalent
for a period of thinty (3} consecutive producing davs. Payment will

be made within fifteen (15) days thercafter.

(g) CONTRACTOR shall pay 1o EGPC as a bonus the sum of one
million {1.000,000) LS. Dollars upon approval to enter into the five
{3) year extension period pursuant to Article 111 paragraph (d) (3) (bh),



Vo0 R Joh YA () s VY ssadl = e Mia 21 4D

Al e gl Dol 2l s i) Gam ¥ L] 5,080 Bl il s ()
A iy ikl e ol e pl 2t Pl leal 13 e s 3 4 5)
oo pm W i CEY () AUl 000 L 5o 0 sl i et
aalll eda o BY Sl d| G Asg b ede Al )l islas
kY e s Ll el ade JyLall el 131 Y] ]|

LAl s vy 2 e B el S

Gileil| gt gl Pl fis i gamen L il Y Sld| G 5L Gsg ()

MR RV ¥ |y P TR L F R | 900 RO [ 3 [ e 5 | B Y P L R

t Y s laal) Wiy Ly gezthl S S e K15 el 1 L

,I.tllcujlwltjﬁllhj.:a[,g1= LT SRS Uk JURPL-WRET L
o)l e

_;MIku@?ﬁJT=Wu?¢?ﬂ\_..

RS IR LU [ TV ey I Y | U § JCA TR | P P PR
ol 2,

{5yl okl )
il S ET Fokal§ il
il Yl a8y e o e 4 e ol Jalal e ae
et L el 131 T

iy S At il ol pd | oy ol bl 3y ol Jalil e s
s Lkt ] i Sl o Lngead] 500l 8] Tl ol 28l 25157 0dll e

hiily sty Ao e Joolasi Yy Lalis¥l sie 1B i el Torly o050



WY Y0 G bl YA LS () 5 WY saadl = i f S A

(0} Afl the above memioned bomases shall in no event be recovered by
CONTRACTOR.

(g} in the event that EGPC glects to develop any part of the Area
pursuant to the sole risk provisions of Article TIL {¢) (iv), production
from such sole nak areg shall be considered for the purposes of this
Artecle (X only 1f CONTRACTOR exercises n1s oplion lo share in
such production, und only from the initial date of sharing.

) Cras shull be taken into 2ecoont for pueposes of determining the toral
gveraze daiy modection from the Arca uander Article 13X (b-d} by
converting daily Gas delivered into eguivalent barrels of duily Crude
nl production m accordance with the following formula:

MBSO X H x (167 = eguivalent bareis of Crude Ot

where
MSCT = one thowusand Standard Cubic Feet of Gas.
H = the number of million British Thermal Units (BTWU's per
MSCF).

ARTIHOLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall muintsin an office in A K.E. at which notices shal
be vahdly served.

The General Manager and Deputy Generat Manager shali be entrusted by
CONTRACTOR  with sufficient power 1o camy ot immedigtely all
local wrtten directions given to them by the Government or it
representatives under the terms of this Agreement. All lawiul regulations
izsgred or hereafter to be fsoed which are applicable hercunder and not
i conflict with this Agreement shalt apply 1o the daties and activities of
the General Manager and Depury General Manager.
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Adl matters and notices shall be deemed to be validly served which are
dehvergd to the office of the General Manager or which are sent (@ hirn
hy repistered matt to CONTREACTOR's office in the ARE.

Al matters and notices shall be deemed (o be validly served which are
delivered o the office of the Chairman of EGPC or which are sent o
him by registered mail at EGPC's mann office in Cairo,

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a} Orperating Company shall take all proper measwes, according o

seherably accepted methods n use in the oil and gas  industry ©
prevent loss or waste of Petroleum above or under the ground in any
form dunng dnlling, productng, gathenng, and distnbutng or
sterage operations, The GOVERNMENT has the vight o prevent
any operation on any  well that of might reasonably espect would
resudt in loss or damage to the well or the Oil or Gas hield,

(by Upon compietion of the drbling of a productive well, Ooerating

f)

L)

Uormpany shall mmform the GOVERNMENT or its representative of
the time wiasn the well wili be tested snd the production rale
ascertained.

Except in tnstances where muitiple preducing formations in the
same well con only bDe produced economucally lharough 2 single
tubing stiing, Petroleum shall not be produced from  muliple ol
bearing zones throtch one stoing of tbing at the same time, except
with (ne prior aporoval of e GOVERNMENT or tts representative,
which shall not be unrcasonably withheld.

Crperating Company shall record daig regardinge the quantities of
Petraleum and water produced monthly from each Development
Legse. Sach data shall be semt o fhe GOVERNMENT or s
reprasenidtive on the special forms provided for that purpose within
thirty {3} days after the data are obtamed, Daily or weekly stacstics
regarding the production trom the Area shall be avatlable ar sl
reasanahlz thmes for examination by authonzed represeniatives of
the GOVERNMENT.
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(e} Daily dnilng records and the graphic logs of wells must show the
quantity and (vpe of cement and the amount of any other matenials
used m the well for the purpose of protecung Petroleum, gas bearmg
ar fresh water sirara,

(f} Anv substantial change ol mechanical conditions of the well after its
completion shall be subject 1o the approvel of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) LOGPC, CONTREACTOR, and Operating Company shall e permitted
to impoit and shall be exempled from cuswoms duties, any  laxes,
levies or fees (including fees imposed by Minmisterial Decision
No. 234 of 1993 assued by the Minster of Finance, as now or
herealter amended or substituted) of any  nature and from the importanon
rules with respect o the importation of  machinery, equipment,
appliances, marenals, items, means of cansport and trunsportalion
(the exemplion from taxes and dutics for cars shall only apply to cars
iy be used 1 operations), electric appliances, dir conditioners for
oifices, field housing and facilities, electromc appliances, computer
hardware and sofiware, as well as sparc parts required for any of the
imporied 1tems, all subject to a duly approved certificate issued by
the responsible representatve nominated by EGPC for such purpose,
which states thar the imported items are required for conducting the
operations pursuant to this Agreement . Such  certificate shall be
[inal and binding and shall ﬂulﬂmmic.ﬂ]}r result In the importation

and the exempoon without any fwither approval, delay or procedure.
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(b} Machimery, eguipment, appliances and means of transport and

(el

transportation  imparted by BEGPC's, CONTRACTOR's  and
Cperating Company's contractors and sub-contractors temporanly
engaged 1 any activity purspant to the operatons which are the
sutmect of this Agreement, shall be cleared under the "Temporary
Eelease System” withoul pavment of customs duties, any taxes,
levies or fees (including fees mmposed by Mmistenal Decizion No,
234 of 19973 issued by the Minister of Finance, as now or hereafier
amended or substituted) of any nature upon prescntation of a duly
approved certilicate issued by an EDGPC responsible representulive
nominated by BOPC tor such purpose which states, that the imported
terns are requered [or conduching the operanons  parsuant to this Aareement.
Items (excluding cars not (o be used 1n operations) set out 1n Article
Kl (a} wmported by EGPC's, CONTRACIOR's and Operating
Company's contractors and sub-contractors  for the atoresiud operations,
i order 1o be installed or used permanently or consumed shall meet
the conditions for exemption set forth m Aricle X1I {a) after being
duly certified by an EGFC responsible representative 1o be used for

conducting operations pursuant to this Agprecment.

The expatniate employees of CONTRACTOR, Operating Company
and ther contractors and sub-contractors shall not be entitled 1w any
exempoions from customs dutics and other ancillary taxes and
charges except within the limits of the provisions of the laws and
reculations applicable in the A.R.E. However, personal household
goods and furmiture (ncluding one (1) car) for each expatnate

empioyee of CONTRACTOR andfor Operating Company shall be
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(d)

cleared under the "Temporary Release System” {without payment of
any customs duties and other ancillary taxes) upon presentation of a
letter to the appropriule customs auwthovities by CONTRACTOR o
Cperating Company approved by an EGPC responsible representative
that the imported items are imported for the sole use of the expatriate
cmplovee and his  family, and that such imported items gshall be
re-exported outside the A K.E. upon the repatriation of the concerned
eapatnale employee.

ltems imported into the A R.E, whether exempt or not exempt from
customs dunes and other ancillary taxes and charges hereunder, may
be cxported by the importing parly at any lime after abaining
EGPC's  approval, which approval shall not be unreasonably
withheld, without any export duties. laxes or charges or any taxes or
charges from which such items have been already exempt, being
appheable. Such ttems may be sold within the A R E. after obtaining
the approval of BEGIC which approval shall not be unrcasonably
withheld. In this event, the purchaser of such items shall pay all
apphcable customs duties and other ancillary taxes and  charges
according to the condivion and value of such items and the tariff
apphcable 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 exemplion, or unless title to such itemns
{excluding cars not used in operations) has passed to EGPC.

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

CONTRACTOR shall be entitled to reimbursement of s
unrecovered cost, if any, in such items and the excess, if any, shall
be paid to EGPC.
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(e} The exemplion provided for in Article X1 {a) shalt not apply 1o any
imported items when items of the same or substantially the samme
kind and quality are manufactured locally mesting CONTRACTOR's
and/or Operanng Company's specifications for quality and safety and
are available for imely purchase and delivery in the AR al a price
not higher than ten percent (10%) of the cost of the imported item,

before customs duties but after freight and insurance costs |, if any |
have been added.

() CONTRACTOR, EGPC and their respective buvers shall have the
nght to frecly export the Petroleum produced from the Area
pursuant o 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 XIII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{a) EGPC, CONTRACTOR and Operating Company shall each
mamlain al their business offices in the A R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepled accounting practices generally wsed in the petreleum
incustry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and value of all Petrolevm produced and saved hersunder.
CONTRACTOR and Gperating Company shall keep their books of

account and sceounting records in Linited States Dollars.
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Cperating Company shzall fumish to the GOVERNMENT or its
representatives monthly retms showing the amount of Petroleum
produced and saved hercunder. Such retums shall be prepared in the
form required by the GOVERNMENT, or its  representative and
shall be signed by the General Manager or by the Deputy General
Munager or a duoly designated depuly and delivered to the
GOVERNMENT or its representative within  thirty (300 days after
the end of the month covered in the return.

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

lr abaove shall be avalable at all reasunable times for inspection by
duly authonzed representatives of the GOVERNMENT.

CONTREACTOR shall submit to EGPC a Profit and Loss Statement
of its Tax Year npot later than four (4 months after the
commencement of the followmg Tax Year to show its net profil or

loss from the Petraleum operations under this Agreement for such
Tax Year.

CONTEACTOR shall at the same time submit a vear-end Balance
sheet tor the same Tax Year to EGPC. The Balance Sheet and
financial statements shall be certified by an Egyptian cenified

T accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

{a) CONTRACTOR and/or Qperating Company shall prepare and, at

all tmes while this Agreement 1§ in force, maintain - accurate and
current records of its aperauons i the Area. CONTRACTOR andfor
Operatmg Company shall furnish the GOVERNMENT or its
representative, in conformity with applicable regulations or as the
GOVERNMENT or its  representative may reasonably require
information  and  data concerming  its  operations  under  this
Agreement. Operating Company will perform the functions indicated

in thas Article X1V in accordance with its role as speaified in Arlicle
VL
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(b} CONTRACTOR and/or Operating Company shall save and keep
for a reasonable period of time 2 representative portion of each
sample of cores and cuttings raken from doilline wells, w0 be
dispozsed of, or forwarded o the GOVERNMENT or s
representative in the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/er Operating Company
far their own purposes shall be considered available lor inspeciion at
any reasonable time by the GOVERNMENT ar its representutives.

(c) Unless atherwise agreed to by EGPC, in case of exporting any  rock
samples owtside A RE., samples equivalent in size and quality shall,
before such exportation, be delivered to BGPC as representative of
the GOVERNMENT.

Wy Onginuls of records can only be exported with the  permission of
LGP, provided, however, thal magnetic tapes and any other data
wiich must be processed or analyzed outside the A.RE. may be
cxported 1f 4 momitor or a compuarable record. if awvailable, is
mantained n the AR E. and provided that such cxponts shall be
repatriated 1o ARLE. prompily following such processing or anal ysis
on the understanding that they belong w EGPC.

(e} Dunng the period CONTRACTOR 15 conducting the Exploration
pperations, EGPC's duly authonzed representatives or  employees
shall have the vight to full and complete access to the Area at all
reasonable times with the nght o observe the operations being
conducted and to mspect all assets, records and data kept by
CONTRACTOR, ECGPCs represenlalive, in exercising its rights
unider the preceding sentence of this paragraph (¢, shall not inteifere
with CONTRACTOR's operations. CONTRACTOR shall provide
EGPC with copies of any and  all data (including, but not limited
i, geological and geophysical reports, logs and well surveys)
information and interpretation of such data, and olber information in
CONTRACTOR's possession.
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For the purpose of cbtaining new aoffers, the GOVERNMENT
anel/or EGPC miay, after the fifth (') year of the Exploration period
or the date of termination of this Agreement, whichever is the carlier,
show any other party uminterpreted basic geophysical and geological
dita (such data to be not less than one (1) year old unless
CONTRACTOR ugrees to a shorter period, which agreement shall
not be unreasonably withbeld) with respect o the Area, provided that
the GOVERNMENT and/or EGPC may at any time show another
parly such data directly obtained over ar acquired from those parts of
the Area which CONTRACTOR has relinguished as long as such
data 15 at least one (1) vear old,

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR, shall entirely and solely be responsible in law toward
third parties for any damage cavsed by CONTRACTOR's Exploration
operations and shall indemmfy the GOVERNMENT andfor EGPC
against all damapes for which they mav be held liable on account of any
such operations.

ARTICLE XV1
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT shall have
access o the Area covered by this Agreement and w the Operations
conducted thereon. Such representatives may examine the books,
registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
tor the purpiase of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and instruments of
CONTREACTOR or Operating Company on the condition that no danger
or unpediment to the operations hereunder shall arise divectiy or
indirectly from such usc. Such representatives shall be given reasonable
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asstatance by the agonts and empioyees of CONTRACTOR or Opereting
Company so  that none of the activities shall endunger or hinder the
safety  or efficiency of the operations. CONTRACTOR or Operating
Company shall oller such representafives sl] privileges and facilities
gocordad o its own employees in the field and shalt provide them, free of
charge, the wse of reasopable office space and of aceguately furnished
housing while they sre o the tield for the purpose of facihitaiing the
ohjectives of this Anticle. Withomt peojudice o Anicle XIV {2 s
ard atl iformation obtamed by the GOVERNMENT or 1ts representatives
under s Amticke VI shall be kept contidential with respect Lo the Area,

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
AKRAR REPUDRLIC OF LGYPT PERSONNEL

{2 It is the desirc of BEGPC and CONTRACTOR that operations
hergunder be conducied in 2 business-like and efficient manner:

{1} The expatriate admimistrative. professional snd  technical
porsonnel  employed by CONTEACTOE  or  Operating
Company and the personnel of it contractors for the conduoct
of the operations hereunder, shail be granted a residence as
provided far in Law No. 89 of 1960 a5 amended and Miniserial
Order Mo, 280 of 1981 az amended, and CONTRACTOR
dagrees that atl smmigration,  passport, visa and employment
regulations of the ARG, shait be aspplicable o all alien
cmplovess of CONTRACTOR working inthe A R L

(2} A muirvmum of twenty-five percent (23%) of the combined
sataries and wages of cach of the expatriaie sdministrative,
professional and techmcal personnel employed by CONTRACTOR
or Operating Company shall be . pad monthly in Egyptian
Currency.

thy CONTRACTOR and Operating Company shall each select s

employees and determing the number thereof, © e used for
operaions hereunder.
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{c) CONTEACTOR, shall after consultation with EGPC, prepare and
carty oul specialized training programs for all its A RE. employees
engaged 1o operations hereunder with respect to applicable aspects
of the petroleum industry, CONTRACTOR and Operating Company
undertake to replace gradually their non-executive expattiate staff by
qualified nationals as they are available.

(d) Dwring any of (he Exploration phases, CONTRACTOR shall give
mutoally agreed numbers of EGPC employess an opportunity to
attend and parncipate in CONTRACTOR's and CONTRACTOR's
Athhated Companies training programs relating to Exploration and
Development  operations. [n the event that the total cost of such
programs is less than fifty thousand {50,000} United States Dollars in
any Financial Year during such period, CONTRACTOR shall pay
EGPC the amount of the shortfall within thirty (30} days following
the end of such Financial Year. However, EGPC shall have the
right that said amount (T1.5.550,000) allocated for traming. be paid
directly o EGPC for such purpose.

ARTICLE XVIi1
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall he subject to Law
Mo, 66 of 1953 (excluding Article 37 thereof) as amended by Law
Ne. 86 of 1956 and the regulations issued for the implementation
thercof, mciuding the regulations for the safe and cefficicnt
pertormance of operations carmied oul for the execution of this
Agreement and for the conservation of the petrolenm resources of
the ARE. and Law No. 4 of 1994 concerning the environment  provided
that no regulations, or modification or interpretation thereof, shall

be contrary to ar ingconsistent with the provisions of this Agreement.
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(b} Extept zs provided in Armscle I3 (g} for Income Taxes, EGPL.

CONTRACTOR and Gperating Company shatl be exempied Trom
all taxes and duties, whether imposed by the GOVERNMENT or
muricipalities including among others, Sales Tax, Value Added Tax
snc Taxes on the Exploration, Development, extracting, producing,
exportng o transporting of Petroleum and LPG as well as any and
all wathholding taxes that rmight otherwise be imposed on dividends,
imterest, echnical service toes, patent and trademavk rovaliies, and
stnilar itemns, CONTRACTOR shall alzo be excmpted from any  tax
on the dgmdaion of CONTRACTOR, or distributions of any income
1} the sharcholdors of CONTRACTOER., and from any  tax on capital,

(e} The rights and chligations of EGPC and CONTRACTOR, hercunder,

(d)

and for the effective lerm of this Agreemnent shall be govemed by
and 1 aocordance with the provisions of this Agreemend  and can
only be altered or amended by the weitlen ootual  agreement of fhe
sard contracung pastics m the same procedures by which the origimat
Agreenient has hecn 1ssned.

The contractors and sub-contractors of CONTRACTOR  and
Operating Company shall be subhject to the provisions of this
Agreernenl witich affect them Insofar as ail regutatrons which are
duiy issued by the COVERMNMENT apply from tume o (ume and are
not inoaccord wath the provisions of this  Agreement, such
regulations shall sol apply 10 CONTRACTOR, Operating Company
aod their tespective contractors and  sub-contractons, as the case may be.

fey EGPC, CONTRACTOR, Operating Compuny and their respective

contractons and sub-contractors shall for the purposes of this
Agreament be exempted from all professional stamp dutes, mmposts
et lovies imposed by syndical laws with respect 10 thetr documents
and aclivities bereunder.
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(f; All the exemptions from the application of the ARE. laws or
reguighons granted to EBOPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under  this
Agreement shaii inchede such laws and regulabions as presently in
effect or hareafter amended or substituted.

ARTICLE XIX
STABILIZATION

In case of changes in cxisting legislaton or regulations including any
order, regulation oF divection of the GOVERNMENT of the Arab
Repablic of Bezypt whether promuolgated in the form of 4 law or
otherwise, applicable to the conduct of Explorauon, Developrnent and
praduciion of Petroleum, which fuke piace after the Effective Date, and
which signibicantly affect the economic inisrest of this Agreement 1o the
detiment of CONTRACTOR or which imposes on CONTRACTOR an
obligaiion 1o remid to she ARE. the proceeds from zales of
CONTRACTOR's Perroleum, CONTRACTOR shall notify EGPUC of the
subject fegslative or repulatory measure and also the consequent effects
upon 1ssuing legislaton or regulation which papact on the stabilization.
in such case, the Parues shall negobate possible moedifications (o fhus
Avreenent designed 1o restore the economic belance thereof which
existed on the Effecive Date.

The Parties shall yse their best offorts to agree an amendments 1o this
Agreement within ninety (Y0) days from aforesaid notice,

These mmendiments (0 this Aprepment shall not in any event dirmmsh or
merease the rights and obligations of CONTRACTOR as these were
agrecd on the Effective Date.

n case of the parties’ Tailure 1o solve the disputes | Articke XXIV of this
Agreement shall be applied .
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ARTICLE XX
RIGHT OF REQUISITION

Al In case of nationad cmergercy due o war OF imEinent expeciation

(b

to}

of war or inlermnal couses, the GOVERNMENT may requisition atl
ar part of the prodaction from the Area obtained hereunder snd
require Crperating Company o inowgase such production o the
vimost  possibie  maximum, The GOVERNMENT may  also
recigsition the O] andior Gas field bself and, i necessary, velated
facilities.

In any such case, such requisitiom shall pot be effected cxeept afrer
myviting EGPC and CONTRACTOR or thetr  represéntative by
registered Jeiter, with acknowicdwerment of meceip, 10 express thelr
VIEWwSs With respect i0 such requisttion.

The raqsition of produciton shatl be effected by Minstevial Order,
Any ragquisiton of an Cdf andfor Gas ficld, or any relaed facilities
shall he cticcted by a Pressacniial Decree duly notified 1o SGPC wnd
CONTRACTOR.

in the ever! of any vequisilion as provided above, ihe
COVERNMENT shail inderrmify i full EGPC and CONTRACTOR
for the penod dunng wlhich the requisition is mantaned, including:
vl Al demages winch resnlf from such reginsition; and

(2} Full repayment each month for all Petrolgum extracied by the

GOVERNMENT logs the royatty share of such productiom.
However, any damage resulting from enemy attack is not within the
meaning af this paragraph (). Payment hercunder shall be made 10
CONTRACTOR in ULS. Doliars remittable sbroad. The price paid to
CONTRACTOR for Pewoleum taken shall " bhe calcolaied in
accardance with Anicle VII {c}.
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(2)

(b)

{c}

(d)

ARTICLE XXI[
ASSIGNMENT

Meither EGPC nor CONTRACTOR muay assign to a person, firm or
corporation, in whole o in part, any of its rights, privileges, duties or
obligations under this Aercement cither directly or indirectly without
the written consent of the GOVERNMENT and in all cases priority
shall be given to EGPO if it so desire to obtain the interest intended
o be assened subject 1o paragraph (e} of this Article.

1o enable consideration to be given to any request for such consent,
the following conditions must be Tulfilled:

(1} The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such reguest is
made.

(2} The instrument of assignment must inglude provisions stating
precisely that the assignee is bound hy all covenants contained
m this Agreement and any modilications or addiions  in
wriling that up to such tme may have been made. A draft of
such mstrument of assignment shall be submitted 10 EGPC for
review and approval before being formally executed .

Any assignment, sale, tansfer or other such conveyance made
pursuant to the provisions of this Armticle XXI1 shall be free of any
transfer, capital gains taxes or related taxes, charges or flees
including withaut limitation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duly, or other Taxes or similar paymenis.

Az long as the azsignor shall hold any Interest under this Agreement,
the assignor wogether with the assignee shall be jointly and severally
lighle for all dutics and obheations of CONTRACTOR under this
Acregement.
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(e} Onoe the assignor and a proposed thied pany assigned, other thin an
Atfihaed Company or a CONTRACTOR MEMBER, have apreed
the final comditions of un assionment, the assienor shall disclose such
firtal conditions 1o & wntten patification o EGPC. BGPC shali have
the mght 10 scguwe the imterest imended o be assioned, if, within
siniy (600 days from assignor’s written notificalion, TGPC delivers
to the assienor a wrtien nobification that n accepls the same
condinions agreed to with the third party assignee. TF BGPC dees not
deliver such notification within such sixty (00) day period, the
saaigndr shall have the nght o assign to the proposed third party
assignes, subect o the Government approval wader paragraph (a) of
thiz Article. Ip the ovent that EGPC axercises its option te acauire
e interest ymended o be assipned and f 8 joimt opersting
agreement 15 nol zleady  existing among the CONTRACTOR
MEMBERS imcluding the wssignor, BGPC and CONTRACTOR
shall negotiste 1 good faith to enter into a joint aperating agreemeant,
according 1o the mindel published iy the Association of Intermnational
Pewolewm MNegotutors 1o finalize such aoreemem within one
puadred and bwenty {1203 days from EGPC’s notification. If BGPO
ared CONTRACTOKR cannot agree on g joint Operating agreement
within such one hundred and twenty (120) day period. the assignor
shall have the nght to assign to the proposed third party assiznee,
sugject to the Government approval under paragraph {a) of this

Article,
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ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL

ta} The GOVERNMENT shall have the nght to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR, m
the following instances:

(1)

It 1t knowingly has submmitted any false statements to the GOV-
ERNMENT which were of a matenal consideration for the exe-
cution of this Agreement;

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

(3)

(4)

(5

Article XXT:

If it is adjudicated bankrupt by a court of competent jurisdic-
LHom;

IF 1t does not comply wath any final decision reached as the re-
sult of court procecdings conducted under Article XXTV(a);

H it inteniionally extracts any mineral other than Petroleum not
authorized by this Agreement or without the authority of the
GOVERNMENT. except such extractions as may be unavoida-
ble ay the result of the operations conducted hereunder in accor-
dance with accepted petroleurn industry practice and which
shall be notfied 1o the GOVERNMENT or its representative as
s00m as possible; and

{O) If 1t commuts 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
nghts which may have accrued to the GOVERNMENT agoinst
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation, CONTRACTOR,
shall have the right to remove from the Arca all its personal

praperty.
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(b} [f the GOVERMNMENT deems that one of the atoresaid causes

L)

(other than a force majeure cavse referved o in Article XTI exisls
(i cancel this Agreement, the OGOVEBERNMBNL shali  mive
CONTRACTOR ninety (W)} days writlen notice personally served
on CONTRACTOR'S Generul Manager in the lepally official manner
and receipt of which 1s acknowledged by him or by his legal agents,
to remedy and remove such cause; but  if for any reason  such
service 15 mpossible  due w unnotilied change of address,
publication in the Official Joumnal of the GOVERNMENT of such
nodice shall be considered as vahd service upon CONTRACTOR. If
al the end of the sad ningty (907 day notice period such cause has
not been remedied and removed, thizs Agreement may be canceled
forthwith by Order or Presidential Decree us aforcsaid;  provided
however, that it sueh cavsc, or the twmlure o remedy or remove such
cause, results from any act or omission of onc party, cancellation of
this Agreement shall be etfective only agamst thal party and not as
apainat any other parly herelo.
ARTICLE XXIII
FORCE MA JEURE

I'he ooo-performance or delay in perlormance by LEGPC and
CONTEACTOR. or either of them of any obligation under this
Agreement shall be excused if, and to the extent thal, such
non-performance or delay is caused by force majeure. The period of
any such non-performance or delay, topether with such period as
may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for
the performance of such obligation and for the performance of any
obligation dependent thereon and conscquently, to the term of this
Agrecment, but only with respect to the block or blocks affected.
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(b} "Force Majeure” within the meaning of this Article XXIII, shall be

(<)

()

any act of God, insurrection, riot, war, stnke, and other labor
disturbance, fires, floods or any cause not due to the fault or
neghgence of EGPC and CONTRACTOR or either of them,
whether or not similar 1o the foregoing, provided that any such cause
15 beyond the reasonable control of EGPC and CONTRACTOR. or

cither of them.

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shal] incur no responsibility
whatsoever to EGPC and CONTRACTOR, or either of them for any
damages, restnctions or lnss ansing in consequence of such case of
force majeure hereinafter referred to in this Article.

il the force majeure evenl occurs during the initial Exploration
perod or any extension thereof and continues in effect for a period
of six {6) months CONTRACTOR shal! have the Option upon ninely
(90} days prior written nctice to EGPC 1o terminate its obligations
hereunder without further liability of any kind.
ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GGOVEENMENT and the partics shall be  refemed w the
junsdiction of the appropriate courts of A.RE. to seftle any disputc
ansing on the wnkerpretation or the exccution of any term of this
Agreement.

(b} Any dispuie, controversy or claun arising out of or relating to this

Apreement, or breach, termination or invalidity thereof between
EGPC and CONTRACTOR shall be settled by arbitration in
accordance wilth the Arbitration Rules of the Cuiro Regional
Center for International Comumercigl Arbitration {the Center) in
effect on the date of this Agreement, the approval of the Minister of
Petrcleum has o be provided in case EGPC decides o um to
arbitration. The award of the arbitrators shall be final and binding on
the parties.
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(¢] The number of arbilrators shatt be three (31,

td) Fach patty shall appoint one arbitrator, If, within thirty (300 days

(€)

(o

after receipt of the claimant's notfication of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the ¢laimant may request the
Cenier to appoiat the sccomd arbitrator,

The two arbitratoss fhus appointed shall choose the thivd  arbitraror
who will act os the presiding arbitrator of the tribunal. If within thinty
{30} days after the appointment of the second arbitrator, the two
arbitrarors have not  agreed upon the choice of the presiding
arbitrator, then either party may reguest the Secretary General of the
Permanemt Court of Arbitration at the Hague to designate the
appoingsing suthonty. Such appainting mehority shall 2ppaint the
presiding arbitrator In the same wav as 2 sale arbitretor would be
appoinicd ander Atticle 8.3 of the PNCITRAL ArbiimtGon Rules.
Such presiding arbitrator shall be a persen of 4 nationality other than
the AR E. or the Netherlands or The Republic of Croatia or The
Federal Republic of Germany and of a country which has diplomatic
relationz with A.R.E. | the Netherlands, The Republic of Croatia and
The Federal Republic of Gerrmany and who shall have no economic
wmterest i the Petroleun businezs of the stonatories horeto.

Unless otherwise agreed by the parties o the arbitvation, the
arodraton, scludimg the making of the award, shull wke place in
Camrg, AR L

The decision of the arbitrators shall be final and binding upon the
Parties ancluding the arbitration fees and all the related issues and
the creculion of the arbrrawrs decision shall be referred o the
approprite cowts sccording to the Egyptian laws.
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{h] Epyptian Law shall apply w0 the dispute except that in the event of

any confhcl between Egwvptian Laws and this Avreement, the
provisions of this Agreement (including the arbitration provision)
shafl prevail. The arbitraton shall be conducted in both Arabic and
English languages,

(i) EGPC and CONTRACTOR agrec that if, for whatever reasonm,

aritraleom am accordance with the above procedure cannot take
place, or is likely to take place wunder circumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to
fair arbitration, ail disputes, controversies or claims ansing out of or
relating 1o this Agreement or the breach, termination or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date,
ARTICLE XXV

STATUS OF PARTIES

(a) The mghts, duties, obliganons and Liabilities in respect of EGPC and

{b}

CONTRACTOR hereunder shall be several and not  joint or
collective, it being understood that this Agreement shall not be
construcd as  constituling an  associalion or corporation  or
partnerstup.

Each CONTRACTOR MEMEER shall be subject to the laws of the

place where 1t 15 mmcorporated regarding s legal status or ercation,
prgamzanon, chaner and by-laws, shareholding, and ownership.

Each CONTRACTOR MEMBER's shares of capital which are
entirely held abroad shall not be negotiable in the AR E. and shall
not be offered for public subscription nor shall be subject to the
stamp tax on capital shares por any tax or duty in the A.RE.
CONTRACTOR shall he exempted from the zpplication of Law No.
15% of 1981 as amended.

All CONTRACTOR MEMEERS shall be jointly and severally liahie
for the performance of the obligations of CONTRACTOR under this
Agreement.
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ARTICIE XXV
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and their
conmtractors shali:

{a}

(b)

La)

Give prionty 10 local confractors and sub-contractors, including
EGPCs AfMbated Companics as long as theic perfoomance 18
compatable with international performance and the prices of their
services are not higher than the prices of other contractors and

sub-contractors by moee than ten percent {10%).

Oive preference to locally manufactursd matenal, eguipment,
machinery and comsumables so lonz as ther gquality and time of
delyvery are comparable o isfernabonally available material,
equipment, machwmory and consumablss, However, sach materal,
cquipment, machinery snd consomables may be imporied for
operations conducted hereunder if the local price of such ilems ai
CONTRACTOR's or Operating Company's operating base in A.RE.
15 more than en  percent (10%:) higher than the price of such
unported tems belore customs duties, but after transportation and
insurance costs have been added.

ARTICLE XXVIT
SHARING OF PERSONNEL
The paties hercto agree that the Agiba Petroleum Company
tAGIBA) 13 hereby designated | until such ime as may be otherwise
agreed 1o by EGPC and CONTRACTOR | to act as subcontractor for

the Operating Company to carry ot Exploration and Development
gperations under (s Agreement following a Comunercial Discovery |
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Any such operations perfaormed by AGIBA as subcontraclor of the
Crperating Company and any expenditures reguired therefor shall be

recoverable under this Concession Agreement

Any Exploration expenditures incurred by AGIBA shall be counted
towards CONTRACTOR ‘s Exploration obligations.

Overhead and other charges and pavroll of personnel engaged in

activity for more than one concession agreement shall be allocated
on the basis of periodic ume studies or upon such other basis or
hascs as EGPC and the concerned party or parties may agree.
AGIBA shall be entitled to the exemptions referred to in Article
XVIII hereof in respect of its operations under this Agreement .

{b} Mothing in this Agreement shall be construed as constituting any
relationshup to any concession agreement heretofore entered info by
the parties hereto or ong of the partics hereto , and each of such
agreemnents shall be treated separstely and independently in all
respects, including but not limited to royalties , taxes and the
computation of the net profits- of EGPC and CONTRACTCR
respectively .

(¢} Provided that AGIBA is designated by EGPC and CONTRACTOR
to act as subcontractor of the Operating Company under this
Apreement , EGPC and CONTRACTOR shall use their best efforts
to the effect that the officers | directors, other personnel and offices
of the Operating Company shall , as far as reasonably passible |, be
the same as those of AGIBA, it being understood that the
CONTRACTOR under this Agreement shall be represented on the
Board of Directors of the Operating Cosspasry under this Agreement .
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ARTICLE XXVIII
ARAEBIC TEXT

The Arabic version of this Agreement shall, before the appropriate
corts aof ARE. |, be mefermed o in constnung or interpreting this
Agrcement; provided however | that in any arbitration putsuant W
Article XXTV herein above betwesn EGPC and CONTRACTOR the
Lnghsh and Arabic versions shall both be referred to as having equal
force in construing or interpreting this Agrecment.

ARTICLE XXI1X
GENERAL

Ihe hcadings or fitles to each of the Arucles to Lhis Agreement are
solely for the convenicnce of the parties hereto and shall not be used
with respect 1o the interpretation of said Arnticles.

ARTICLE XXX
APPROVAL OF THE GOVERNMENT

T'his Agreement  shall not be binding upon any of the parttes hereto
unless and uno] 4 [aw 15 issued by the competent suthorities of the
ARE. suthorizing the Minister of Petroleum o sign this Asreement
and gaving this Agrecment ful]l force and  effect of law notwithsianding

any countervailing  Governmental enactment , and the Agrcement s
signed by the GOVERNMENT, EGPC., and CONTRACTOR.

IEOC EXPLORATION B.V.

B e e e e
INA INDUSTRIJA NAFTE d. d. FAGREB
o B e R e S R 1y i i

EWL DA AG

EGYPTIAN GENERAL PETROLEUM CORPORATION
B vssups e s e

ARKAB REPUBLIC OF EGYPT

B —
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARARB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
IEQC EXPLORATION B.V.
AND
INA INDUSTRIJA NAFTE d. d. ZAGRER
AND
RWE DEA AG
IN
EAST KALABSHA AREA
WESTERN DESERT
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is a provisional illustrative map at an approxi-
mate scale of 1:2 200 00 showing the Area covered and affected by this
Agregment.

- The Area measures approximately two thousand one hundred and
fifteen point three square kilometers { 2115.3 km?) of surface Area. It
15 composed of all or part of Exploration Blocks, the whole Blocks
are defined on three (3) minutes lantude by three { 3) minutes
fongitude gnd.

It 15 to be noted that the delineation lines of the Area in Annex "B”
are intended to be only illustraive and provisional and may not
show accurately their true position in relation o existing monuments
and geceraphical features.
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Coordinates of the comer points of the Arca are given in the following

table which forms an integrad part of Anncx "A”:-

BOUNDARY COHORINMNATES

(}F
EAST KALABSHA AREA
1IN
WESTERN DESERT

POINT LATITUDE LONGITUDE
MNo.

L WP 3E 0 2712 00"
2 PO 270420
3 e 30 00 2700RT 00T
4 0 21 onn 27T 060 00"
5 HE 20T 26 48 00"
& E 18 00 267 48 00"
7 3018 o 26° 24" (0"
8 J0E 13 o 260 24" (K"
- 15 o0 264 21 Oo¢
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ANNEX (™
TIIE GUARANTY

EGYPTIAN GENERAL PETROLEUM CORPORATION
Centlemecn,

Reference 15 made o the Concession Agreement for Petroleum
Exploration and Explottation in Fast Kalabsha Area 1ssued by law No.---
of 2004 by and between the Arab Republic of BEgypt (A.RE) . The
Egypuan  Cengral  Petroleurn Corporation . (EGPCY . TEOC
EXPLOBATION B.V. {IEOQC) | INA INDUSTRIJIA NAFTE dd
ZAGREB ( INA ) and RWE Dea AG (RWEWLIEOC, INA and RWE
hercinatter referred to collectively as "CONTRACTOR™ and individually
as LONTRACTOR MEMBEE ).

Bach of TEOC PRODUCTION BV, az Guarantor on behalt of (ITEQC
and [NA) and RWE Dea SUEZ BRANCH as Guarariior on behall of
(RWE) . hereby undertake that | if CONTRACTOR spends during the
imtial Exploranon penod of theee {3) yvears less than the minimum
amount specened for such penod of eight million 1S, Dolbars
(8. 000.000) under  this  Concession Agreement (the difference being
hereunder described as  “Shorfall™) EGPC  shall notily  IEOC
EAPLOEATION BY, INA and EWL as CONTRACTOR and TECH
PEODUCTION B.V. and RWE Dea SUEZ BEANCII as (uarantors in
writing of the amount of the Shovttall . Within fifteen (15) days of receipt
of smd notice, TEOQC PRODUCTION BY. and RWE Dea SULY
BRANCH as Guarantors ,on behalf of CONTRACTOR shall pay and/ or
transfer W EGPC a quantity of Crude Ol sufficient in value to cover the
Shortfall,

In case sad Croude CHl shall be transferred | it will be deducted from
[EQGC PRODUCTTION B.Y. and TNA INDUSTRIIA NAFTE d.d.
ZAURED share of Crude Oil production from the Development Lease(s),
pursuant to the terms of the Concession Agreements for Petroleum
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Exploration and BExplottation issued by bpw Noo 4 of 1989 und law No. 2|
of 1994 as amended and RWE Dea SUEL BRANCH share of Crude Ol
prodection from the Development Leasefs), sursuant 1o the terms of the
Concession Apreements for Peiroleom Exploration and Exploitation
issued by law Mo, 6 of 1974 and law No. 140 of 1974 as amended . and
50id Crude Oil shall be valucd ar the tme of the rransfer 1o EGPC in
accordance with the provisions of Article VI (¢) ol the Concession
Apgresments issued by the laws mentioned in (his paragraph and reiated
to fhat Crude (KL

20C EXPLORATION BY. and INA INDUSTRIJA NAFTE dd
ZAGRER and RWE Dea AG |, may #t any ime between the date hereof
and the expiration date of this Goaraney submit a hank Guaranty of this
aiprttall in a form aatistactory 0 EGPL |, i which event the provisions
ol this letter shall awtomaticaliy lapse and be of no effect .

This Guaranty shall eapire and become oull and void an the date six {6)
months after the end of the mmital Exploration period of the Concession
Agreement of East Kalabsha Arca, Western Desert or on the date upon

comipletion o pedformance of the CONTRACTOR's obhigalions
hercunder .

Yours Farthfuily,
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ANMNEX D"
CHARTER OF OPERATING COMPANY
ARTICLE ]

A Jmnt stock company having the nanonalty of the ARAD EEPUBLIC
OF EGYPT shall be formed wiath the awthotzation of  the
GOVEENMENT in accordance with the provisions of this Agreement

referred 1o below and of this Charter.

The Company shall be subject to all laws and regulations in  force in the

A.R.E. to the extent that such Jaws and regulations are not inconsistent
with the provisions of this Charter and the Agreement referred to below.

ARTICLE 11

The name of the Cperating Company shall be mulually agreed upon

between BEGPC and CONTRACTOR on the date of the Commercial
[hscovery and shall be subject o the approval of the Minister of

Petroleum.

ARTICLE 1IN
The Head Ovfice of Operating Company shall be in the A.R.E. in Cairo,
ARTICLE IV

The obyect of Operating Company is to act as the agepcy through which
EGPC and CONTRACTOR, carry out and conduct the Development
operations required in accordance with the provisions of the Agreement
signed on fhe -—--— day of —————---nm- by and between the ARAE
REPUBLIC OF EGYFT, THE EGYPTIAN GENERAL PETROLEUM

CORPORATION and CONTRACTOR coverning Petroleum operations in
EAST KALABSHA Area , WESTERN DESERT described therein.
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Operaning Company shall be the agency to carry out and conduct
Exploration operattons after the date of Commercial Discovery, in any
portien of the Area converted into a Development Lease(s) , pursuant §o
Work FPrograms and Budgets approved i sccordance with  the

Apreement.

Operating Company shall keep account of all costs, expenses and
cxpenditurcs for such eperations under the terms of the Apreement and
Annex "E" thereto.

Operating Company shall not engage in any business or undertake any
activity bevond the performance of said operations unless  otherwise
agreed wpon by EGPC and CONTREACTOR.

ARTICLE ¥

The auwthonzed capital of Operating Company is twenty  thousand
bEoyvpiian Pounds divided into five thousand shares of commaon stock
with a value of [our Egyplian Pounds per share having equal voting

rights, fully paid and non-assessable,

EGPC and CONTRACTOR shall cach pay for, hold and own, throughout
the hfe of Operating Company, one half (12) of the capilal siock of
Operating Company provided  that only in the event that either party
should transfer or assign the whole or any percentage of its ownership
mterest 1n the entirety of the Agreement. may such transfenine or
gasgning  pamy transfer or assign any of the capital stock of Operating
Company and, in that event. such transforring or assigning party (and its
successors  and  assignees) muost transfer and assign 8 stock interest
in Operating Company equal to the translomed or assigned whole or
percentuge of its pwnership Interest in the entirety of the said
Agrecmet.
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ARTICLE VI

Operatng Company shall not own any cght, utle, interest or estate in or
umler the Agreement ar any Development l.ease created thereunder or in
any af the Petroleum produoced from any  Exploranon Block or
Development [ease thercunder or in any of  the asscls, equipment or
nther property obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or perflormance of any of the
duties or obligations of either BGPC or CONTRACTOE under the
Agrecment. Crperating Company shall not make any profit from any

source whatsoever.
ARTICLE V1l

Operattng Company shall be no more than an agent for EGPC and
CONTEACTOR. Whenever 1t 15 indicated herein that Operating
Company shall decide. take action or make a proposal and the hke, it 15
undersiood that such decision or judoment 15 the result of the decision or

judgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR, as

may be requircd by the Agrecement.
ARTICLE VILI

QOperating Company shall have 34 Board ol Directors consisting of eight
{8} members, [vur (4) of whom shall be designated by EGPC  and the
ather four (4) by CONTRACTOR. The Chairman shall be designawed by
BGPC and shall also be a Managing Director. CONTRACTOR shall

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

Meetings of the Board of Directors shall be valid il a majority of the
Directors are present and any decision laken at such meetings must have
the afhirmative vole ol five (5) or more of the Directors; provided,
however, thal any Director may be represented and vore by prowy held by

another Dirccror,

AKTICLE X

Crencral meetings of the Shareholders shall be valid if g majonty of the
capitai stock of Operuting Company is represented thereat. Any decision
taken at such meatings must have the affirmative vote of Shureholders

OWRIRE O representing i majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of emploviment of the personnel of Operatung Company
cmpioved directly by Qperating Compuany and noet assigned  thereto by

CONTREACTOR and EGPC.,

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

provisions of Articke X hereol.
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ARTICLE XTI

Operatitip Company shall come into existence within thirty {30) days
after the date of Commercial Oil Discovery or within thirty (3 days
after signature of & Gas Sales Agreament or commmencement of & scheme
ic dhepose of Gas, 88 provided for in the Agrecment {unless otherwise
agreed by BGPC and CONTRACTOR).

The doration of Operuting Company shall be for a period equal 1o the
duration of the said Agreement, including any renewal thereof.

The Operating Company shall be wound up if the Agreement refermed to
above 13 termminated for gny reason as provided for therein.

IEOC EXPLORATION B.V.
B i A
INA INDUSTRIJA NAFTE 4. d. ZAGREB

T 1
E f T AT e T L T T T G R T T 7 LA S S ST

RWE DEA AG

i "
H B ol B B il e o o e o e e e e e R D e a  —  — — i —— —— — el
"

EGYPTIAN GENERAL PETROLEUM CORPORATION
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE
GENERAL PROVISIONS
{a) Definitions;

The defininions containtd in Anicle 1 of the Agresment shal apply to

this Accounting Procedure and have the same moanings.

{b) Statements of activity:

(1} CONTRACTOR shall, pursuamt to Article IV of this

(2}

Agreament, and untl fhe coming intn existence of the
Operating Company - 6 accordance with Article V1 of the
Agreement - render o EGPC wathiu thicty (30)) days of the eod
ol each calendar guarter a Statgment of Exploration  Acuwvity
reflecting all charges and eredits related to the  Exploration
Cperanons  for that guater summarized by appropnate

classiGeations indicative of the netre thereal.

Following its coming into existence, Operating  Compuny sbl]
render to EGPC and CONTRACTOR within fificen (15} days
af the ead of each calendar quater a Stdemwen: of
Development and Exproration Activity reflecting all charges
angd credits reladfed do the Developmoent and  Lxplorabon
operations  for thal quartcr summarized by appropriate
classifecations indicative of the nature Lhereaf, except rhat jiems
of controilable materind and  urusugl charges and credits shali
be etaiied.
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{¢) Adjustments and Audils:

{17 Each guarierly Statement of Exploration Activity pursuant 1o
Article [ (b) (1) of this Annex shall conclugively be presumed
i be true and correct after three (3) months  following the

receipt of each Stutement by EGPC unless within the said three

{2 months FGI takes wntten exception theteto pursuanl o
Article IV (f) of the Agreement. During the said three (3}
month period  supporting docaments will be available for

inspection by EGPC during all working houwrs,

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

(23 All Statements of Development and Exploration Activiey for
any calendar guarter pursuant to Artcle I (b) (2) of this Annex,
shall conclusively be presumed to be true and correct three (3)
months following the receipt of such Statement, unless withim
the said three (3) months period EGPU or CONTREACTOR
takes written exception thereto. Pending expiration of sad three
{3) menths BEGPC or CONTRACTOR or both of them zhall
have the right to audit Operating Company accounts, records
and supponting documents for such quarter in the same manner

as provided in Article IV {f) of the Agreement.
(d} Currency Exchange:

CONTRACTOR's books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in the
ARE i LS, Dollars. All US, Dollars expenditures shall be
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(e}

(f)

(2l

charged in the amount expended. All Bgyptian Pounds expendiiures
shall be converted o U.S. Dollars at the applicable rate ol
exchanae issued hy the Central Bank of Egypt on the first day of
the month in which expenditures are recorded, and all other
nen-LLS. Daollars expenditures shall be translated to UL, Daollars al
the buying rate of exchange for such currency as guoted by
Mational Westminster Bank Limited, London at 10,50 am, G.M.T.,
on the first day of the manth in which expendstures are recorded. A
record shall be Kept of  the exchange raules used in translating
Ecyplian Pounds or other non-1L5 Dollars espenditures 1o LLS
Pyollars.

Precedence of Documents:
In the event of any inconsistency or conflict between the provisions
of this Accounumg Procedure and the provisions of the Agrecment

treating the same subject differently, then the  provisions of the

Acreement shall preval,
Revision of Accounting Procedure:

By mmutual agreement belween EGPC and CONTRACTOR, this
Accounting Procedure may be revised in wnting from nme o hme

in the hght of future arrangements.

No Charge for Interest on Investment:

Interest on investment or any bank [ees. charges or commssions
related to any hank guarantees shall not at any time be charged as

recaversble costs under the Agrecment.
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ARTICLE I1
COSTS, EXPENSES AND EXPENIMTURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
hear and, directly or through Operating Company, pay the following
costs and expenses, which costs and expenses shall be classified and
allocated to the activities according to sound and  penerally accepted
accounung principles and treated and recovered in accordance with
Article VII of this Agreement:

ta) Surface Rights:

All direct cost  attnmbutable o  the acquisition, renewal or
relmguishment of surface rights acquired and maintained in force for

the Area.
(b) Labor and Related Costs:

{1} Salanes and Wages of CONTRACTOR's or Operating
Company's emplovees, as the case may be, directly engaged in
the various activities under the Agreement including  salaries
and wages paid o geologists and other emplovees who are
ternporanly assigned to and employved i such activines. Such
salunes and wages w be certified by a  certified public
accounting finm.

Reasonable revisions of such salaries and wages shall be
effected 1o take mto account changes i CONTRACTORS
pohicies and amendments of laws applicahle to salaries. For the
purpose of this Ariicle I (b) and Article TI (c) of this Annex.
salaries and wages shall mean the assessable amounts far
ARL Income Taxes, including the salarfies duning  vacations
and sick leaves, but excluding all the amounts of the other
tems coversd by the percentage fixed undet (2) below.
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(Z) For expainate emplovees permanently assigned o BEgypt:
I. Al aliowances appiicable to ralaries and wages,
2, Cost of established plans; and

3. AN travel and selocation costs of such expatriae
empicyees and their families to and from the emplovee’s
country or point of origin at the time of employment, at
the Lime of separatiom, or as a rezuit of wanster from one
incation to another and for vacation {transporiation costs
for emplovees and their families ransferning from the
ARE 1w another jccalion other than their country of

origin shall not be charged to ARE. Operations).

Costs under thas Article IE( % ¥ { 2 Y shall be deemed 1o be
equal io seventy Five percent { 73 %) of basic salaries and wages
pad for such expatriate personnel tncluding those paid during
vacations and sick leaves as established i CONTRACTOR's
intermetional podwcies, chargeable under Asticle H {b) (1), Amicle {1
(i), Article 1 (k) {13 and Aricle H (k) 3) of this Annax.

However, satares and waves duripg vzcations, sick leaves ang
dizabiiity are covered by the foregaing perceniage. The percentage:
outlined above shall be deemad 10 reflect CONTRACTOR's actual
cosks as of the Effective Dale with regard 1o the following benefits,

atlowances and coste ;-
. Housing and Litdites Allowance.,
2. Commiodities and Services Allowance,

3. Special Rental Allowance .
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4. Vacaton T'ran:apnﬂ:atiﬂn Allowance.

o |

Vacanon Travel Expense Allowance,
(. Vacation Excess Baggage Allowance,
7. Edvucation Allowances (Children of Expatmate Employees).

8. Liypothetical U.S. Tax Offsel {which results in a reduction

of the chargeable percentage).

Y. Storage of Personal Effects.
10, Housing Kefurbishment Expense.
[1. Froperty Management Service Fees.
12. Recreation Allowance.
13. BReorement Plan,
14. Group Life Insurance.
15. Group Medical Insurance.
16, Sickness and Dnsability,

17. Wacation Plans Paid {excluding Allowable Vacation Travel

Fxpenses).
1%, Savmgs Flan.
1%, Fducational Assistance.
20 Military Service Allowance,

2. EILC.A:

22 Workman's Enmpenr-'.:arinn-
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23, Federaland State Unemployment Insurance.
24 Personncl Transfer Expense.
25, Natrona! Insurance.

26, Any other Costs, Allowances and Benefits of a like nature
a3 establiished in CONTRACTOR's International Polictes.

The percentages outlined above shali be reviewed at  intervals of
three {3} yeurs from the Effective Date and at such time CONTRAC-
TOR and EGPC will agree on mew percentzoes 1o be used ender this
paragraph.

Revisions of the percentages will take into consideration  variances
in costs and chanees 1o CONTRACTOR'S imeomational pohcies
which changs or excinde any of the above allowances and bencfits,

The revised percentages will reffect as nearly as possible  CON-
TRACTOR's actual costs of all sts established ailowances and bepe-
fits and of persornel reansfors.

{3y For cxpalrizte emplovess femporarly assigned o Bgypt all
slfowances, costs of established plans and ail  travel relocanon
costs  for such expatriates as paid p sccordance  with
CONTRACTOR's mremations]l policies, Such cosis shall nol
inciude  any  admonisteative overhend other than what 18
mentoned in Artiela L {k) (2) of this Annex,

(4) Cosis of cxpenditure ov contribumtions made pursusat 10 law o
assessmnent wmposed by Governmental awthority wiuch are
applicable to lalxr cost of salaries and wages as provided under
Avticle T (D) {13, Anicle 11§00 {2), Arucle 15 {1}, Arcle 1 {k)
(1t and Avticle 11 (k) (3) of this Annex.
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(d)

Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary atlowances and benefits on a basis
similar o that prevailing for oil companies operating in the ARE.,
all as chargeable under Article 11 (b) (1), Article 11 (i), Article I (k)
1) and Article 11 {k) (3) of this Annex. Severance pay will be
charged at & hixed rate applied to payrolls which will equal an

amount equivalent to the maximuem lability for severance pavment
as required under the A R E. Labor Law,

Material

Matenal, equipment and supplies purchased or fumished as such by
CONTRACTOR or Operating Company .,

(1) Durchases:

Materul, eguipment and supplies purchased shall be at the price

pard by CONTRACTOR or Cperating Company plus any

related cost and aller deduoction of all discounts actually

recelved.

(2y Malerial Furnished by CONTRACTOR:

Matenal required [or operations shall be purchased diveetly

whenever practicable, except that CONTRACTOR may furnish

such matenal [tom CONTRACTORs or CONTRACTOR':

Affiliated Companies stocks ovutside the ARE, under the

following caonditions:

1. New Material {Condition "A')
Mew  Matenal  transferred  from CONTRACTOR's or
CONTEACTOR's Affiliated Companies wirehouse or other
properties shall be priced at cost, provided that the cost of
muilerial supplied 15 not higher than international prices for
material of  sumler goality supplied on similar  terms,
prevarling at the time soch matenal was supplied.
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2. Used Material (Conditions "B" and "'C"}

a) Material which is in sound and sorviceable condiuon and
is srtiabls for reuse withoot reconditiomeng shall be classad
az Condibon "B” and priced gt seventy - five percent { 75%:)
of the price of new material.

by Matertal which cannot be classifred as Condition "B" but
which 15 serviceable For original function but substantially
mH  swtable  tor reconditioning, shall  be classed as
Condition U™ and priced at fifty percent {30%:) of the price
of new mmerial.

cy Muaterial which cannot be classified ss Condition "B” or
Condition "C" shall be priced at a value commensurate
with (ts use.

d) Tanks, butldings and other equipment invalving erection
costs shail be charged at applicable percentage of knocked-
down new price,

(3}  Warrantyv af Materials Farnished by CONTRACTOR
CONTRACTOR does not wiymant the matenial fumished beyond
or back of the dealer's or manufacturer’s guarantze; gnd in case
of defecrive material, credit shall not be recorded until
adjustment  has  been  received by CONTRACTOR  frown
manufaciurers or their ugents.

{e) Transportation and Emplovee Relocation Costs:

£13  Trapsportation of equipment, matenials and supphes necessary
tor the conduct of CONTRAUTOR's or Operalinge Company's
activiligs.

(2; DBusiness rravel and trarsportation expenses o lhe exient
covered by established policies of CONTRACTOR or with
regard 1o cxpatriateé and nanonal empioyees, as  incurred and
pand by, or for, employvees in the conduct of CONTRACTOR's
oy Opgraling Compiity's busingss.

(3} Employees transportation and relocation costs for nattonal
emplovees o the extent covered by established policies.
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(i Rerviges:

(1) Cutside services: The costs of contracts for consultants, services

(g)

(2)

{30

(4)

and utilities procored from third parties.

Cost of services performed by EGPC |, by CONTRACTOR or
by their Arfihated Compantes in facilitiex mside or outside the
AR.E. Regular, recurring. routine services, such as interpreting
magnetic tapes andfor other analvaes, shall be performed and
charged by EGPC andior CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
mvelving engineering and desipn  services shalt be performed
by EGPC andfor CONTRACTOR or  thewr  Affiliated
Compames at & negotiated contract amount.

Use of EGPCy, CONTRACTOR's or iheir Affilized
Compames” wholly owned equipment shall be chursed at
renfal raie commensurate with the cost of ownership and
operanon, but not in excess of competitive rawes  currently
prevailing in the A B.E.

CONTRACTORs and CONTRACTOR's Affiliated Companigs’
rates shall not include any admimigtrative or overhead costs
ather than what 15 mentioned 1 Aracle I (k) (2) of this Annex,

Damages and Losses:

All costs or expenses, necessary o replace or repair damages or
josses incurred by fire, flood, storm, theit, accident oF any other
cause not controllable by CONTRACTOR. or Operating Company
throwgh the exercize of reasonable diligence. CONTRACTOR or
Operating Compuny shall fumish EGPE and  CONTRACTOR
wrilten notce of danmiages or losses incurred s excess of len
thousand {(310.000Y US, Dollars per occurmenmce, 85 soom as
oraciicable afier report of the samg bhas been received by
CONTRACUTOR or Operating Company.
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ik} insurance and Claims:

(i)

{

The cost of any public lability, property damage and other
msurance agamst  lamhties  of CONTRACTOR, Operaling
Company and/or the parties or any of them to ther smployees
andfor outsiders as may be required by the laws, rules and
regulations of the GOVERNMENT or as the parties may agree
upon. The procesds of any such msurance or claim collected. less
the actual cost of making a claim, shall be credited  against
OPETALIONS,

If no insurance 18 carmed for a parttcular risk, in accordance with
sood internationat oil field peactices, afl relaed actual expenditures
mcwred and paid by CONTRACUTOR or Opcrating Company i
seltiemnent of any and all losses, claims, damages, judgments and any
cther expenses, including legal scrvices.

Indirect Expenses:

Camp overhead and facilifes such as shore base, warehouses, water
systems, road systems, salunies and expenszes of Oeld  supervisory
personned, flzld clerks, assistunis, dnd other  genéral ompicyecs
indireclly serving the Area.

Eepal Expenses:

All costs and expenses of ligation, or legal services olherwise
recessary or expedient for the protection of the Arca. moludmg
attorney’s fees and expenses a8 herginafter provided. together with
all judgments obtained against the paraes or any of them on account
of the operaiions under the Agreement, and actual expenses mowmed
by any purly or parties herety in securing evidence for the purpose of
defending against anyv aclion oF clatm prosecutad or ugrgec agamst
the operations or the subject matier of the Agreement. in the evenl
actions or clams allecung the interests herennder shall be handled
e the jecal staif of one or more of the parties hdrcta, a charge
commensurate with cost of providing and furnishing such services
mav be made 10 operations.
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(k) Administrative Overhead and General Expenses:

(1) Wihile CONTRACTOR 15 conducting Exploration  operations,
the cost of stafimg and maintaning CONTRACTOR's head
otfice i the A.RE. andfor other offices established in the
A R.LE as appropriate other than field offices which will he
charged as provided in Article 1T (i), and excepting salaries of
cmployvees of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged as
provided in Article IT (b} of this Annex.

(2} CONTREACTOR's admimistrative overhead and general
expenses  oulside the ARE. apphcable to  Exploration
nperations in the A R.E. shall be charged each month at the rate
of five percent (3% of low] Cxplorgtion expendilures. where
CONTRACTOR s Exploration operations are carried out by
CONTRACTOE itselil for (he areas not converled into
Development  Leaseds), provided  that no  administrafive
overhead of CONTRACTOR owmside the ARE. applicable o
A.R.E. Exploration operations will be charged for Exploration
operattons conducted by the Operatmg Compuny. Noo other
dhrect  charges as such for CONTRACTORs administrative
ovcthead outside the ARE. will be applied against the

Exploranon  oblhigations. Examples of the type of costs

CONTRACTOR 15 meurrmg and chargmg hercunder due o

activities under  this Agreement and coversed by sad

percentige are:

I. Execuave - Time of executive officers.

2. Treasury - Financial and exchange problems,

3. Purchasing - Procunng materials, equipment and supplies.

4.  Exploration  and Production Dhrectme. advising  and
controlling the entire project.
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. (aher departments such as legal, compiraller and engineering
winch coatrnbule time. knowledge and  experence o ihe
QPETALEINE.

The foregoing does not preclude charging for diroot service
under Ariwele T {0 (2} of this Annex.

(3] While Operating Company s conducting operations, Operating
Company's personngl engnged in general clerical and office
work, supervisors and officers whose time is generally spent in
the maun office and not the field, and all employees generally
constdered as  general and  wdmimistrative and ot charged 2
ather types of expensg will be charped fo operations. Such
cxpenses shali be ollocated cach month between Exploratron
and Development pperations aecording o sound and practicable
acoounting methads,

{ly 'Faxes:

AN exes, dutes or levies pad i the ARE by CONTEACTOR o5

Cperating Company  with rospect 10 this Agreement oiher than

those coverad by Adticie B (g) {1} of the Agrecmen,

i) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Asresment
and ncurred excluzively in the AR E after Operating Company 13
formed. Mo sales expenses incurred outside or inside the ARE
may be recovered as a Cost,

fn) Other Expenditures:

Any Cosis. expenses or gxpendityres, other than those which ane
covered and dealt with by the foregoing provisions of this Araeie 11,
cnmed by CONTRACTOR or Operating Compuny under spproved
Work Proorams and Budpers.
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ARTICLE {II
INVENTORIES

(a} Perigdic Inventories, Motice and Kepresentation:

()

{a}

At reasonable mtervals as  agreed uwpon by EBEGPO and
CONTRACTOR inventories shall be taken by Operating Company
of the operations matenals, which shall include all such matenals,
physical assels and construction projects. Wnillen notice of inlenuon
to take inventory shall be @iven by Operating Company (0 EGPC
and CONTRACTOR at least thorty {30) days befors any inventory is
W begin so that EGPC and CONTRACTOR  mav be represented

when any nventory 15 taken. Falure of EBOGPC  andfor
CONTRACTOR to be represented at an mventory shall bind them to

accept the inventory taken by Operating Company, who shall in that
event furnizh the party oot represented with a copy thereod,

Reconciliation and Adjustment of Inventories;

Reconciliation of mvyventory shall be made by CONTRACTOR and
EGFC, and a list of overages and shortages shall be jointly
determined by Cperating Company and CONTRAUTOR and EGPC,
and the inventory adjusted by Operating Company,

ARTICLE IV
COST RECOYERY
Statements of Recovery of Costs and of Cost Recovery
Fetraleum:

CONTRACTOR shall, pursuant o Article VII of the Agreement,
render to0 BGPC as promptly as pracucable but not later than fiftesn
(15) days after receipt trom Operating Company of the Statements
for Developmeant and Exploration Activity for the calendar quarter a
Statement for that quarter showing:

1. Recoverable costs carned forward rom the previous quarter, if
any.

2. Recoverable costs incurred and paid dunng the quarter.
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Lad

Toral recoverabie costs for the quavter (73 + {2),

4. Value of Cost Recovery Perroleum taken and  separately
disposed of by CONTRACTOR lor the guarter.

5. Arount of costs recovered for the quarter.,

0. Amourt of recgverable costs camied into the succesding
caarier, o any

f. Excoss, if any, of the value of Cost Rocovery Petrolesm  taken
and separately disposed of by CONTRACTOR over costs

recoverad [or the quarter,
{br}) Payments;

If such Statement shows an amount due EGPC. pavment of that
amount shall be made wm U5, Dollars by CONTRACTOR with the
rendilion of such Simewment, If CONTRACTOR 1ails to make any
such payment t0 EGPC on the dale when such payment is dee, then
CONTRACTOR shall pay  interest af two and one hall percent
(2.2%)  per annum higher than the London Interhank Bomrowing
COrferad Rawe (LIBOR} for three (3) months LS, Dollars deposits
prevailing on the dote such interest is calculsted. Such interest

pavment shall nar he recoverable.
{c) dettiement of Excess Cost Recovery Petroleum:

FGPC has the right 10 take s entitlement of Excess Cost Recovery
Petroleum under Article VII {a) (1) of the Agreement in kind during
the said quarter . A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its

awn emilisment of such Excess Cost Rezovery Petroleum.
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(d) Audit Right:

(a)

ELFC shall bave a peniod of twelve (12) months from receipt of any

Statement under this Article IV in which to audit and raise objection

lo any fuch Suement. EGPC and CONTRACTOR shall agree on

any required adjustments. Supporting documents and accounts will

be available to EGPC duning said twelve {12} month period.
ARTICLE ¥

CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Conteol
Account and an offseliing contra account to contral therein the total
amournt of Exploration expenditures reported on  Statements of
activity prepared per Article T (b) (1) of this Annex, less any
reductions agreed to by EGPC and CONTRACTOR following
wrltlen exceptions taken by a non-operator pursuant to Article 1 (¢]
(1) of this Annex, in order to determine when minumum Exploration
ohhgations have been met.

{by Cost Recovery Conirol Account:

(c)

CONTRACTOR wall establish a Cost Recovery Control Account
and an off-zetting contra account to control therein the amount  of

cost remaining (o be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, 1t any,

Major Accounts:

I‘or the puwrpose of classifying costs, expenses and expenditures for

Cost Recovery as well as for the purpose of establishing when the
mirdmur Exploration obligations have been mel, costs, expenses

and expenditures shall be recorded 1 major accounts mcludimg the
following:

- Lxploration Expenditures;

- Development Expenditures other than Operating Expenses;

- Operating Expenses;
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Mecessary sub-uccounts shall be used.

Revenue accounts shall be maintaimed by CONTRACTOR ta the
cxtent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.

ARTICLE V1
TAX IMPLEMENTATION PROYISIONS

It 15 understood that CONTRACTOR shall be subjeer 1o Egyptian
Income Tux Laws except as otherwise provided in the Agreement, that
any AR.E. Income Tuxes paid by EGPC on CONTRACTOR's behalf
constitule additonal nocome w CONTRACTOR. and this additional
income 15 alse subiect 10 A R.E. income tax, that is "grossed up”.

CCONTRACTORs annual income”, as determined in Article 131 (2) (2}

of this Agreement. less the amount equal w CONTRACTOR's
crossed-up Epvptian income tax Hability, shall be CONTRACTOR's
"Provisional Income”.

The "gross-up value™ 13 an amount added to Provisional Income to give
"Taxahle Income”, such thal the grossed-up value is equivalent 1o the

A R.L Income Taxes.
THEREFORE:
Taxable Income = Provisional Income plus Grossed-up Valug
and
(rrossed-up Value = A R.E. Income Tax on Taxabte Income.

[f the "ARE Income Tax rate”, which means the effective or
composite tax rate due to the various A R.E. taxes levied on income
or profits, 15 constant and not dependent on the level of mcome,
then:

Grossed-up Value = AR E. income tax rate TIMES Taxable [ncome.
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Combimng the first and last equations abuve

Provisional income X Tax Hate
Grossed-up Value = ——- disinia

| - Tax Raie

where the lax rate is expressed as a decimal.

The above computations are iHustrated by the following nuomerical
example. Assuming that the Provisional Income is 310 and the AR L.

Income Tax rate is forty percent (40%), then the Grossed-up Value 18

-e:-.qtlal {0y,

$10x0.4 4667

1 - 04

Therefore:
Provisional mcome | $10.00
Plus Grassed-up Value b0
Taxahle Income £16.67
Less: A RE. Income Taxes at 40% t.67

{CONTRACTOR's Income after taxes F 1000
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