VoY A L s Y 8 {1) 0F suadl - A Ry 2

Yook Gl VOV iy goild
il AL il el 3520 e Bl Byt ) ot A
diod (W3} by oS (0 2 35
s Fh g Ol ol e Aol S5 g0 310,
- Ol 2

lagd Szl y b1 iy S 8 ol
L gl &y ol blas e adbu B
e
G )3amadl ual)
: nU_;.Lai Al dega ‘_;ﬁ‘“ ;,:_;-?LEJ' h;-"-l-:-” ._;J"'-‘J.r‘"
{U-Jfﬁiiil_l.l}

OBV FOTFIETUF SN SO U £ AP DIV E | PET O RV PPN RSP P
L5l 83 ol el sl Uy 2 35,85 azed (W) ooyl o 0 80
Logiazualy sl o 1y 5L e Cod (2 0] Canona] J2 385 95 ] (0
L34 LYY Gy ey oyl b i o blas JUes Kilae 3
L i 2 2,
( Gl Batd )
R U S O R0 BT N P | CH Y PO { PR P VRS
| ) ile s g ST e e LWL i
(&N ol )
ot ) Sl e ey e T A 3 G e 2
gl e a8 Jiy UJJJIE.JBH;JJJLEJI |.5.h[...4,.;
) gy

S VEYY LY S et Ll o
Ao ¥ A T s YV ST



¥ oA L e ¥V 3 () OF sl = Beew Jin 4l A

,alj—'i.ll LoV S
b Yemiaas § A1 Cad Y19 YRS e et
© o
oyl | ity G Gl
y
Ml ..:.lj&u @WI ‘&ﬂ)ﬂ.&l HS)JJI
y
BP EXPLORATION (DELTA) LIMITED &8 ).fﬁ
(gl (Kah) | Juind 3 ot sl o)
9
PETRONAS CARIGALI OVERSEAS SDN.BHD. &5 )fi
(o 58 gl o o gl S3 ul it 041 )G pulig i)
y
SHELL EGYPT N.V. & i
(o o g bl J)
0y
| ot o o
lugal |yl
. & tP » a

by Ziat Yo Aiw e g opall G L3 o o, 2
i ity (Sl ol g b b ks M) Ko pesl] o i e O
s o gt il L Taded by ¢ Akl OGS Ly ) 4l
iy VAMY L Y F ) o Sl Gy sy ¥ N Ld V8 5
aiasd (503} s oS L ot A5y (T poliamal ™ oy Lo gl Gl



Y T ey PV i () 8 sl = Do SR 2

CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
BP EXPLORATION (DELTA) LIMITED
AND
PETRONAS CARIGALI OVERSEAS SDN. BHD.
AND
SHELL EGYPT N.V.

IN
NORTH DAMIETTA OFFSHORE ARFA
MEDITERRANEAN SEA
ARE.

This Agreement made and entered on this «---- day of -—---20 |, by and
between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
variously as the "AR.E.” or as the "GOVERNMENT"™), the EGYPTIAN
NATURAL GAS HOLDING COMPANY, a legal entity created by the
Prirne Minister Decree No. 1009 of 2001, a5 amended, and according to
f.aw No. 203 of 1991, as amended {hereinafter referred to as "EGAS"),
BP EXPLORATION (DELTA) LIMITED a private company limited by
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shares organized and existing vnder the iaws of England and Wales
{hereinafter referred to as "BP), PETRONAS CARIGALL OVERSEAS
SON. BHIY,, a private company limited by shares organized and existing
under the laws of Malaysia (hereinafter refermed to as "PCOSRB™} and
SHELL EGYPT N.V., 2 corporafion company organized and existing
under the laws of Netherlands (hereinafter referred 10 as "SHELL™Y, 8P,
PCOSB and SHELL shail be heremnafter referred to collectively as
SCONTRACTOR" and individually as "Contractor Membser™.

WITNESSETH

WHEREAS, all minerals, including Petroleumn, existing in mines and
quarries in the AR.E., including its territorial waters, and in the seabed
subject to its junsdiction and extending beyond U5 territorial walers, are
the property of the State;

WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the Exploration and exploitation of Petroleum in and
throughout the Area referred to in Article 11, and described in Annex "A"
and shown approximately on Annex "B", which are attuched hereto and
made part hereof; (hercinafier referred 1o as the "Area”

WHEREAS BP, PCOSB and SHELL ugree to undertake their obligations
provided hereinafter as CONTRACTOR with respect o the Exploration,
Development and production of Petroleum in NORTH DAMIETTA
OFFSHORE AREA, MEDITERRANEAN SEA,;

WHEREAS, the GOVERNMENT hereby desires 1o grant such

concession pursuant (o this Agreament; and

WHEREAS, the Minister of Petroleum, pursuant ¢ the provisions of
Law No. 86 of 1956 as amended, may enter it 2 COnCession agreement
with EGAS, and with BP, PCOSB and SHELL. as a CONTRACTOR in
the said Area.
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NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE ]
DEFINITIONS

{a) "Affihated Company” means a company.

(b

{)

{i} of which the share capital, conferring 2 magorsty of votes at
stockholders’ meetings of such company, is owned directly or
indirectly by a party heretg; or

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

{(i1i)} of which the share capital conferring a majority of votes at
stockholders’ meetings of such company and the share capstal
coanferring a majority of votes at stockholders’ meetings of 2
party hereto are owned directly or indirectly by the same
company.

TApreement” means this Concession Agreement and iis
Annexes.

"AR.E." means the Arab Republic of Egypt.

(d) "Batrel” shall consist of forty-two (42) United States gallons, hiquid

(e}

measure, corrected 1o & temperature of sixty degrees Fahrenheit
(60°F) at atmospheric pressure of 14.696 PSIA.

"Brent Price” means the simple arithmetic average of the monthly
average price of the Mid of Platts Prices Dated Brent for six (6)
months (-1, -2, -3, -4, -5, -0} immediately precedimg the month
of delivery of the sold Gas expressed in U.S Dollars/Barrel. "[tated
Brent" means the price assessment in US$/bbl {calculated using the
average of the mean of the dailly highs and lows of EFrent
quotations) as published in Platts Crude O1l Market wire report,
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(1)

(g)

(h)

"BTU" (British Thermal Unit) means the amount of energy required
to raise the temperature of one (1) pound of pure water by one (1)
degree Fahrenhcit from sixty degrees Fahrenheit (60°F) to
sixty-one degrees Fahrenheit (61YF) at a constant pressure of
14.696 PSIA.

"Calendar Year" means a period of twelve (12) months from
1% January to 31™ December according to the Gregorian calendar.

"Commercial Gas/O1l Well" means the first well at any
geological feature found to be capable to produce at economic
rate. The discovery date of the Commercial Well shall be the date
EGAS and CONTRACTOR agree upon the evaluation results.

(1) "Commercial Production” means Petroleum produced and saved for

()

(k)

4

reguiar shipment or delivery, as may be applicable for Oil or Gas.

"Commercial Production Commencement” means the date ont which

the first regular shipment of Crude Oil or the first regular deliveries
of Gas are made.

"CONTRACTOR" could be one or more companies {each company
to be individually referred to as a "CONTRACTOR Member").
Unless modified 1n  accordance with Article XXI herein,
CONTRACTOR under this Agreement shall mean BP, PCOSB
and SHELL.

"Development” includes, without limitation, all the operations and
activities pursuant to approved Work Programs and budgets under
this Agreement with respect to:

(1) drilling, plugging, deepening, side tracking, re-drilling,
completion and equipping of development wells, and the
change of a well status; and

(n) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treatment, handiing, storage,
transportation and delhivery of Petroleum, re-pressuring,
recyching and other secondary recovery projects; and

(1) transportation, storage and any other work or activities necessary
or ancillary to the activities specified in (1) and (11} above.
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{m} "Development Block™ rneans an area the corner points of which

{n)

have {0 be coincident with one (1) minute by one {1} minute
latitude and longitude divisions according to the Intemational
Coordinates Grid System, where possible, or with the existing
boundanes of the Area covered by this Concession Agreement as

set out in Annex "A".

"Development Lease(s)” means the area that covers one or more
Development Block(s) covering the geological structure capable of
production, the comner pomts of which have to be coincident with
latitude and longitude divisions according to the International
Coordinates Grid System, where possible, or with the existing
boundanes of the Areg covered by this Concession Agreement as
sci oul In Annex "A",

{0) "Effective Jate” means the date on which the text of this Agreement

1s signed by the GOVERNMENT, EGAS and CONTRACTOR,
afier the relevant Law is issued.

(1) "EGPC" means the Egyptian General Petroleum Corporation, a legal

(q)

entity creéated by Law No. 167 of 1953, as amended.

"Exploration” includes such geological, geophysical, aerial and

othei' surveys as may be contained in the approved Exploration
Work Programs and budgets, and the dnilling of shot holes, core
holes, stratigraphic tesis, holes for the ‘discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefore, all as may be contained in the
approved Work Programs and budgets. The verb "explore™ means
the act of conducting Exploration.
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(r)

(s)

"Exploration Block” means an area the comer points of which are
concrdent with three (3) minutes by three (3) minutes latitude and
longitude divisions according to the Internationat Coordinates Grid
System, where possible, or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex "A".

"Financial Year” means the GOVERNMENT's financial Year
according to the laws and regulations of the AR.E. .

(t) "Gas" means naturat gas both associated and non-associated, and all

(u)

(v)

(w)

(X}
(y¥)

(7)

of its constituent elements produced from any well in the Area
(other than Liquid Crude Oil) and all non-hydrocarbon substances
therein, Said term shall include residual gas, that gas remaining
after removal of LPG.

"Gas Sales Agreement” means a written agreement entered into
pursuant to Article VII (e) between EGAS and CONTRACTOR (as
seilers) and EGAS and/or a third party agreed upon by EGAS (as
buyers), which contains the terms and conditions for Gas sales
from a Development Lease.

"Jloint Venture Company" is a company to be formed in accordance
with Article VI and Annex "D" of this Agreement.

"Liquid Crude Otl" or "Crude Oil" or "Oil" means any hydrocarbon
produced from the Area which is in a liquid state at the welthead or
lease separators or which 15 extracted from the Gas or casinghead
Gas in a plant. Such liquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.696 PSIA. Such
term includes distillate and condensate.

"LING" means Liquefied Natural Gas.

"LPG" means liquefied Petroleum Gas, which is a mixture principally
of butane and propane liquefied by pressure and temperature.

"Operator” means CONTRACTOR (if it is one company) or one of
the CONTRACTOR Members (if they are more than one
company), as the case may be, appointed by them to be the entity to
which, from which and in whose name all notifications related to or
i connection with this Concession Agreement shall be made.
CONTRACTOR shall notify the name of the Operator to EGAS.
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{aa} "Petroleum” means Liguid Crude Oil of various densities, asphalt,
(as, casinghead Gas and all other hyvdrocarbon substances that may
be found m, and produced, or otherwise obtained and saved from
the Area under this Agreement, and all substances that may be

extracted there from.

(bb} "Standard Cubic Foot (SCF}" is the amount of (ias necessary to fill
one {1} cubic foot of space at atmospheric pressure of 14.696 PSIA

at a base temperature of sixty degrees Fahrenheit (60°F).

{cc) "Tax Year” means the period of twelve (12} months according to the

laws and regulations of the A.R.E.

{dd)} "Year" means a period of twelve (12) months according to the

Gregorian calendar.

ARTICLE 11
ANNEXES TO THE AGREEMENT

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

Agreement, hereinatter referred to as the "Area”.

Annex "B'" is a provisional illustrative map on the scale of
approximatety {i: 800 000} mdicating the Area covered and affected by

this Agreement and described in Annex "A",
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Annex "CY s the form of a Bank or Production Letter of Guaraniee 0
be submutted by CONTRACTOR to EGAS one {1} day before the time of
signature by the Minister of Petroleum of this Agreement for the sum of
two hundred and ity three milbon US. Dollars (8 2353 600 000), w0
guarantee the execution of CONTRACTOR's minumum Exploration
obligations hereunder for the furst four (4) Year Exploration period. In
case CONTRACTOR exiends the first Exploration period for a second
Exploration period, of two (2) years in accordance with Article I (b) of
this Agreement, similar Letter of Guarantee shall be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR exercises
its option {0 extend. Such Letter of Guarantee which 15 related to the
second Exploration period shall be for the sum of one hundred milbon
U.S. Dollars (8 100 000 0003, less any excess expenditures incurred in
the preceding Exploration perniod permitied for carry forward i
accordance with Article TV (b} third paragraph of this Agreement and
approved by EGAS. In case of any shortfall (the difference betwoeen the
amount of CONTRACTOR's financial obligation of any Exploration
period minus jthe total amount approved by EGAS for the same
concerned ohligation period plus any carry forward approved by BEGAS
from the provious period, if any]} ), EGAS shall notity CONTRACTOR
in writing by the value of such shortfall, Within fifteen (15} days from
the date of this notification, CONTRACTOR shail transfer the amount of
the shortfall 10 EGAS' account and if CONTRACTOR did not transfer
thiz shortfall within the mentioned fifteen {15} days, BEGAS has the right
o fiquidate the concerned letter of Guarantee. Each of the two (2) Letiers
of Guarantee shall remain effective for six {6) months after the end of the
relevant Exploration pertod for which i has been issued, except as i may
he expired prior W that 4me in accordance with the terms thergof,
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Annex VYT s the form of o Charter of the Joint Veniure Company fo be
formed as provided for in Article VI hereof,

Annex YE" is the Accounting Procedure.

Annex "F" is a current map of the National Gas Pipeline Gnd System
estabhished by the GOVERNMENT. The pomnt of dehvery for Gas shail
be agreed upon by BGAS and CONTRACTOR under a Gas Sales
Agreament, which point of delivery shall be located at the flange
connecting the Development Lease pipeline 10 the nearest point on the
National Gas Pipeline Grid System as depicted v Annex "F, ot a8
otherwise agreed by EGAS and CONTRACTOR.

if Gas is disposed of for export, the point of delivery shall be agreed by
EGAS and CONTRACTOR,

Annexes A", “B”, "CY, DY, "E" and "F" to this Agreement are hereby
ade part hereof, and they shall be considered as having equal force and
effect with the provisions of this Agreement.

ARTICLE IH
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGAS and CONTRACUTOR, subject
to the terms, covenants and conditions set put in this Agreement, which
insofar as they may be contrary to or inconsisient with any provisions of
Law No. 66 of 1953, as amended, shall have the force of law, an exclusive
cOnCession in and 1o the Area described in Annexes A" and "R,

(a) The GOVERNMENT shall own and be entitled t0, as hereinafter
provided, a royally in cash or in kind of {en percent (10%) of the
total guantity of Petroleum produced and saved from the Area
duning the Development penod {imcludmg us exiension, if' any).
Said royalty shall be borne and puid by BEGAS and shall not be the
obligation of CONTRACTOR. The payment of rovalties by EGAS
shall not be deemed to result in an income atirtbutable to the
CONTRACTOR.
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{b} A first Exploration period of four {4} Years shall start from the
Effective Date, One (1) successive extension which is the second
Exploration period, of two (2} years, shall be granted 10
CONTRACTOR at ity option, upon written notice given to EGAS
not Jess than thirty {30) days prior to the end of the first Exploration
period, a5 may be extended pursuant to the provisions of Article V,
and subject only to CONTRACTOR having fulfilled its obligations
hereunder for that period. This Agreement shall be terminated if
peither & Commercial 01l Discovery nor a Commercial Gas
Discovery 18 established by the end of the sixth (ﬁ‘h) Year of the
Exploration period, as may be extended pursuant to Article V. 1he
election by EGAS to undertake a sole risk venture under paragraph
{¢) below shall neither extend the Exploration period nor affect the
termination of this Agre&:mént as to CONTRACTOR,

{e} Commercial Discovery:

(i} A "Commercial Discovery" whether of Oil or Gas may consist of
one (1) producing reservolr or a group of producing reservoirs
which is worthy of being developed commercially. After
discovery of a Commercial Oil or Gas Well, CONTRACTOR
shall, unless otherwise agreed upon with EGAS, undertake as
part of its Exploration program the appraisal of the discovery by
drilling one (1} or more appraisal wells, to determine whether
such discovery is worthy of being developed commerciaily,
taking into consideration the recoverable reserves, production,
pipeline and terminal facilities required, estimated Petroleum
prices, and all other relevant technical and ecortomic factors.

{ii) The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformiy to Otl and Gas,
unless otherwise specified,
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{(tit) CONTRACTOR shall give notice of a Commerciat Discovery
to EGAS immediately after the discovery is considered by
CONTRACTOR 10 be worthy of commercial development but
in any gvent, with respect 10 3 Commercial Ot Well, not later
than thirty (30) days following the completion of the second
appraisal well or twelve (12) months following the date of the
discovery of the Commercial Oil Well {(unless otherwise agreed
upon by EGAS); or with respect to a Commerctal Gas Well, not
iater than twenly four (24) months following the date of the
discovery of the Commercial Gas Well (unless EGAS agrees to
extend such period); except that CONTRACTOR shall also
have the right 1o give such nolice of Commercial Discovery
with respect to any reservoir or reservoirs even if the well(s)
thercon are not commercial within the definition of Commercial
Ol or Gas Well if, in #s opinion, a reservoir or a group of
reservoirs, considered  collectively, could be worthy of

commercial development.

CONTRACTOR may also give a notice of 2 Commercial (il
Discovery in the event if wishes to undertake a (as recycling
project.

A mnotice of Commercial Gas Discovery shall contain all
detailed particulars of the discovery, and especially the Area
comstaining recoverable reserves, the estimated production
potential and profile , field life, (as analysis, the required
pipeline and production facilities, estimated Petroleum prices,
and all other relevant technical and economic factors {unless

otherwise agreed upon by EGAS).
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Within sixty {60} days from receipt of a notice of a Commercial
Oil or Gas Discovery, EGAS and CONTRACTOR shall start
meetng and reviewing together all appropriate data with 3 view
to mutually agree upon the existence of a Commercial
Discovery as soon as possible. The date of Commercial
Discovery shall be the date EGAS and CONTRACTOR jointly

agree in wriling that a Commercial Ihscovery dogs exist.

(ivy If Crude Oil or Gas is discovered but is not deemed by

CONTRACTOR to be a Commercial Ol or (Gas Discovery
under the above provisions of this paragraph (¢), EGAS shall
one (1} month after the expiratton of the period specified above
within which CONTRACTOR can give notice of a Commercial
0il or Gus Discovery, or thirteen (13) months after the
completion of a well not considered to be a Commercial Ol
Well or twenty five (25) months after the completion of a well
not considered 0 be a Commercial Gas Well, have the right,
following sixty {80} days written notice to CONTRACTOR, at
its sole cost, risk and expense, to develop, produce and dispose
of all Crude O1l or Gas from the geclogical feature on which the
well has been dnlled. Said notice shail state the specific area
covering said geological feature 1o be developed, the wells to be
drilled, the production facilities to be installed and EGAS
estimated cost thereof. Within thirty (30) days after roceipt of
said notice CONTRACTOR may, i writing, ¢lect to develop
such area as hereunder provided for in the case of Commercial
Discovery. In such event all terms of this Agreement shall

continue 1o apply to the specified ared.
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H CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole
risk operaiions by EGAYS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petroleum
industry practice. EGAS shall be eniitled fo perform or, n the
event the Joint Ventwre Company has come into exisience, 10
have the loint Venture Company perform such operations for
the account of EGAS and at EGAS' sole cost, risk and expense.
When EOAS has recovered from the Petroleum produced from
such specific area a guantity of Petroleum eqguat it value
three hundred percent (300%) of the cost it has incurred in
carrying out the sole risk operations, CONTRACTOR shall
have the option, only in the event that there has been 2 separate
Commercial O1] or Gas Discovery, eisewhere within the Area,
to share in further Development and production of that specific
area upon paying EGAS one hundred percent {100%) of such
costs inourred by EGAS.

Such one hundred percent {(100%) payment shall not be
recovered by CONTRACTOR. Immediatety following such
payment, the specific area shall either {i) revert 10 the status of
an ordimary Development Lease under this Agreement and
thereafter shall be operated in accordance with the terms hereof;
or (1} alternatively, in the event that at such time EGAS or 1ts
Affiliated Company 18 conducting Development operahions in
the area at its sole expense and EGAS glecis to continue
operating. the area shall remain set asid¢ and CONTRACTOR
shall only be entitled to #ts production sharing percentages of
the Crude Ot or Gas o8 specified in Article Vii{bL The sole
risk Crude Oil or Gas shall be valued in the manner provided
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for in Article VIl{c). In the event of any termunation of this
Agreement under the provisions of Arucle [H{b), this
Agreement shall, however, continue to apply to EGAS
operation of any sole risk venture hercunder, although this
Agreement shail have been terminated wath respect to
CONTRACTOR pursuant to the provisions of Arucle HI(h),

{@) Conversion te a Development L.ease:

{1} Following a Commercial Discovery of Osf or Gas, the extent of

the whole arca capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGAS
snd CONTRACTOR and he subject to the approval of the
Minister of Petroleum. Such area shall then be converted
automaticatly into a Development Lease without the issue of
any additional legal instrument or perrssion.

(it} Following the conversion of an area into a Development Lease

based on a Commercial Gas Discovery {or apon the discovery
of Gas in a Development Lease granted following &
Commercial Ot Discovery), EGAS and CONTRACTOR shall
enceavor with diligence to find adequate markets capable of
absorbing the production of Gas. With respect to the iocal
market BEGAS shall advise CONTRACTOR of EGAS requires
such Gus for the focal market, and the expected annual schedule
of demand for such Gas. Thereafter, EGAS and
CONTRACTOR shall meet with a4 view to assessing whether
the cutlets for such Gas and other relovant factors warrant the
Development and production of the Gas and, in case of
aarcoment. the Gas thus made available shall be disposed of o
EGAS under a long-term Gas Sales Agreemenl wn accordance

with and subject 1o the conditions set forth i Arucle VIL
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{ii1) The Development period of each Development Lease shall be
as follows;

{aa) In respect of a Commercial (hl Discovery, twenty {(20)
Years from the date of such Commercial Oil Discovery
pius the Eviension Period {as defined beiow); provided
that, if afi. e conversion of a Commercial Oil Discovery
G @ Do oament Loase, Gas is discovered in the same
Development Lease and s used or is capable of being used
tocally or for export ‘uwreunder, the period of the
Development Lease shall be extended only with respect to
such Gas, LPG extracted from such Gas and Crude Ol in
the form of condensate produced with such Gas for twenty
(20) Years from the date of first deliveries of quantities of
Gas locally or for export plus the Exiension Peniod (as
defined below); provided that the duration of such
Development Lease based on a Commercial (i Discovery
shall not be extended beyond thirty five (35) Years from
the date of such Cormmerciat il Dhascovery,

CONTRACTOR shall immediately notify EGAS of any
Gas discovery but shall not be required 1o apply for a new
Development Lease in respect of such Gas.

{bb} In respect of a Commercial Gas Discovery, twenty (20}
Years from the date of first dehveries of Gas locally or tor
export plus the Extension Period (as defined belowk
provided that, if after the conversion of a Commercial Gas
Discovery into a Development Lease, Crude Otf 1s
discovered in the same  Development  Lease,
CONTRACTOR's share of such Crude Oil from the
Development Lease {except LPG extracted from Gas or
Crude Oil in the form of condensate produced with (zas)}
and Qas associated with such Crude Oil shall revert
entirely to EGAS upon the expiry of twenty {20} Years
from the date of such Crude Qil Commercial Discovery
plus the Extension Penod {as defined below).
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(e)

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall in no case exceed

thirty-five (33) Years from the date of such Commercial
Gas Discovery.

CONTRAC7OR shall immediately notify EGAS of any
Crude Oil tits: overy but shall not be required to apply for a
new Development Lease tn respect of such Crude Oil.

(cc) The notification to EGAS f the discovery of Gas in a
Development Lease based on Commercial Oil Discovery,
or vice versa; should include all technical information
mentioned in Article III(c)(i) and (iii) above.

(dd) The " Extension Period" shall mean a period of five (5)
Years which may be elected by CONTRACTOR upon six
(6) months pnor written request sent by CONTRACTOR
to EGAS prior to the expiry of the relevant twenty (20)
Year pertod supplemented by technical studies, including
the evaluation of production period, the expected levels of
production during the Extension Period, CONTRACTOR's
obhgations and relevant economic considerations. The
Extenston Period 1s subject to the approval of the Minister
of Petroleum,

Development operations shall, upon the issuance of a Development
Lease granted following a Commercial Oil Discovery, be started
promptly by the Joint Venture Company and conducted in
accordance with good Petrolcum fields' practices and accepted
Petroleum engineering principles, until the field 1s considered to be
fully developed. It 1s understood that if associated Gas is not
utilized, EGAS and CONTRACTOR shall negotiate in good faith
on the best way to avotrd impairing the production in the interests of
the parties.
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In the event no Commercial Production of O in regular shipments
is established from any Development Biock in any Development
Lease af the end of four (4) Years from the date of the Commercial
Oil Discovery, the CONTRACTOR shall immediately relinguish
such Development Block, unifess it is sharing in production with
another Commercial Qil or Gas Iiscovery 1 the same
Development Lease, a periodical revision shall take place every
three (3) years during the same development lease period, in order
to relinquish any development block not producing or not
contributing to production in the same development lease.

Upon the issuance of a Development lLease granted following a
Commercial Gas Discovery, Development operations in respect of
Gas and Crude Gil in the form of condensate or LPG to be
produced with or extracted from such Gas shall, upon the signature
of a Gas Sales Agreement or commencement of a scheme 0
dispose of the (Gas, whether for export as referred to 1n Article VII
or otherwise, be started promptly by the Joint Ventureé Company
and be conducted in accordance with good gas field practices and
accepted Petroleum engineering principles and the provisions of
such agreement or scheme.

In the event no Commercial Production of Gas i1s estabiished
accordance to the gas delivery date as agreed upon n the Gas Sales
Agreement, the Development Lease relating to such Gas shall be
relinquished totally within six {6) months from the agreed gas
dehvery date.

In the event no Commercial Production of Gas in regular deliveries
i established from any Development Block in any Development
Lease af the end of four {4) Years from the date of the first Gas
deliveries either locally or for export, the CONTRACTOR shall
tmmediately relinguish such Development Block, unless it 1s
sharing in production with another Commercial Oil or Gas
Dliscovery in the same Development Lease, a periodical revision
shall take place every three (3) years during the same development
lease period, i order to relinquish any development block not
producing or not contributing to production in the same
development lease.
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tach Development Block in a Development Lease being pardy
within the radius of drainage of any producing well in such
Development Lease shall be considersd as participating in the
Commercial Production referred to above.

tf, upon application by CONTRACTOR, it 18 recognized by EGAD
that Crude il or Gas is being drained from an Exploration Block
under this Agreement into a Development Block on an adjoining
concession area held by the same CONTRACTOR or another
contractor, such Exploration Block being dramed shall be
considered as participating in the Commercial Production of the
Development Block in guestion and the Exploration Block being
drained shall be converted into a Development Lease with the
ensuing allocation of costs and production {calculated from the
Effective Date or the date such dramage occurs, whichever 1s igter)
between the two concession areas, The allocation of such costs and
production under each concession ggreement shall be in the same
portion that the recoverable reserves in the drammed geological
structure  underlying each concession area bears 1o the total
recoverabie reserves of such structure underlying both concession
areas. The production allocated 1o a concession area shall be priced
according to the concession agreement covering that concession area.

In case of fatlure by the CONTRACTOR or the contractor{s} in
each concession area to agree on the allocation of costs and/or
production for such separate Development Leases under each
concession area, such disagreement shall be resolved by expent
determination, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the right to
interfere and induce the CONTRACTOR and contractor(s) in each
concession area to fully cooperate and resolve the drainage matter
i expedient manner as per the expert decision, such that neither
contractor shall be unjustifiably eaniched, In such case of failure the
cost of the expert shall not be recovered in both concessions,
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(fy CONTRACTOR shall bear and pay all the costs and expenses

{g}

required in carrying out all the operations under this Agreement, but
such costs and expenses shall not include any interest on
investment, CONTRACTOR shall ook only to the Petroleum (0
which it is entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
in Article Vil. During the term of this Agreement, the 1otal
production achieved in the conduct of such operations shall be
divided between EGAS and CONTRACUTOR in accordance with
the provisions of Article VII,

{1} Unless otherwise provided, CONTRACTOR shall be subjpect io

Egyptian income tax laws in A R.E. and shall comply with the
requirermnents of such laws with respect to the hiling of returns,
the assessment of tax, and keeping and showing of boocks and
records,

{2y CONTRACTOR shall be ligble to prepare the income tax return

statement.  CONTRACTOR shall submit the tax return
statement (o EGAS at least twenty five {25) days prior 1o the
due date of submitting thereof to the tax authority. EGAS shall
have the mght to review the tax return statement i order to
approve the tax calculation therem. EGAS shall provide
comments on such tax retumn statement within fifteen (15) days
of the date of recoiving the tax retum statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for submitiing the tax return statement to the tax
authority within the legal due date.

(3) CONTRACTOR's annual income for Egyptian income tax in

A.R.E. purposes under this Agreement shail be an amount
caiculated s follows:

The total of the sums received by CONTRACTOR from the
sale or other disposition of aill Petroleum acquired by
CONTRACTOR pursuant to Article VIa} and (b);
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Reduced by:
(1) The costs and expenses of CONTRACTOR; and

{iiy The value as determined according to Asucle Vil(c), of
EGAS share of the Excess Cost Recovery Petroleum to be

paid o EGAS m cash or in kind, if any;
pius:
An amount equal to CONTRACTOR's Egyptian 1ncome

taxes in AR.E. grossed-up in the manner shown in Articie
V1 of Annex "E".

For purposes of abovementioned tax deductions in any 1ax
Year, Article VII(a) shall apply only in respect of classification
of costs and expenses and rates of amortization, without regard
to the percentage limitation referred to in the first paragraph of
Articie VIHaX13 Al costs and expenses of CONTRACTOR
in conduciing the operations under this Agreement which are
not controlled by Article Vil{a) as above qualified shaill be
deductible in accordance with the provisions of the Egyptian

Income Tax Law,

{4y EGAS shall assume, pay and discharge, mn the name and on
behalf of CONTRACTOR, CONTRACTOR's Egyptian
income tax in ARE. out of EGAS' share of the Petroleum
produced and saved and not used in operations under Article
Vil All taxes paid by EGAS in the name and on behalf of
CONTRACTOR shall be considered as income to
CONTRACTOR.
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(53) EGAS shall furmish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR's Egyptian
income tax in AR.E. for each Tax Year within ninety (90) days
tollowing the receipt by EGAS of CONTRACTOR's income
tax return statement for the preceding Tax Year. Such receipts
shall be issued by the proper tax authorities and shall state the
amount and other particuiars that are customary for such

receipts.

(6) As used herein, Egyptian Income Tax in AR.E. shall be
inclusive of all income taxes payable 1n the A.R.E. (including
tax on tax) such as the tax on income from movable capital and
the tax on profits from commerce and industry and inclusive of
taxes based on icome or profits, including all dividends,
withholding with. respect to shareholders and other taxes
imposed by the GOVERNMENT of A.R.E. on the distribution
of income or profits by CONTRACTOR.

(7) In calculating its income taxes in A.R.E., EGAS shall be entitled
to deduct all royalties paid by EGAS to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGAS
on CONTRACTOR's behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations herecunder
not later than six (6) months from the Effective Date. EGAS shall
make available for CONTRACTOR's use all seismic, wells and other

Exploration data with respect to the Area as EGAS is entitled to do so.
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() The first Exploration period shall be of four {4) Years.
CONTRACTOR may extend this Exploration period for one (1)
successive extenston which s the second Exploration period of two
(2} Years, i accordance with Article HI (b}, which upon a writien
notice 10 be sent 10 BEGAS at least thirty (30) days before the end of
the first Exploration period, subject to CONTRACTOR's
fulfillment of its minimum Exploration obligations hereunder for

the first Exploration period.

CONTRACTOR shall spend a minimum of two hundred and fifty
three miilion U.5, Dollars (3 253 000 000) on Explovation
operations and activities related thercto, during the {irst Exploration
period of four {4} Years; provided that CONTRACTOR shail
acquire one thousand and one hundred square kilometers (1100 km?)
of 3D seismic program and drill three (3) exploratory wells. For the
second Exploration period of two (2) Years that CONTRACTOR
elects to extend beyond the first Exploration period, CONTRACTOR
shall also spend a minimum of one hundred miltion U.S. Dollars
{$ 100 000 800), provided that CONTRACTOR dnill one {1}

exploratory wells,

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required 1o be driiled dunmg the first Exploration penod of four {4)
Years, the excess may be subtracted from the minimum amount of
money required o be expended by CONTRACTOR or minimum
number of wells required to be drilled by CONTRACTOR during

the succeeding Exploration pertod.



Vo8 B e TV 8 {0yl 8T sl — Ko J 30 A

Y

sl e K3l sde oasie Godl d Byin e Jylill Joo Dl 3,
ol et T e (£) g Riadl Glgs die 5 Ld adlng g
Wy e ppmrce oo L Lihes ol bibes e it a3 5 S5
IRIETE LA Py QR SCILES JRRLIY SR & £ ) JERUNEER ] Gl Pyt 3
oe LEY Rael 3 Aaad] il sze L Hl8 Bl Lo 3 4 4] 8 Y1
ez 018 1 AL n oo iy Likow a2l 5 sl 46 (LY 3,5
ey W5 g5 gyt A s Uil om0 Jylalt e
iy ot ¥ Sdseatb UGN I Y s e Nps (Y0¥ L L b o peacks
bl ez ly ot e ad chiil gl Ml s S R
oo A 1) A e 51 el e el LA U s 5,505
e gl LY s o I Condl 335 e (£) al )l Rl Kyl
b ool Sublol g 3,08 ] dile die JsWME Lgaisy 2 ooliad!
ris b Uy aadl alls ooy Jalalt pie o (M AL (oa5 SM
o B s s o & g I S0 Ll Bl il 3 L B Y
Ao Raaall 538 5 Lgke ool KMy iomy sl AL aills
S leadl gl

BoF OS] 5 e Blo 4wl ¢ (0) AW UL DY e ps
(V) sl Kl a3 S )b Sl Uas Y e 5 0
aladl e Sy o Bl 3 5] Ta G Salald Ly s 025 b
SECIPLL TR B R E Y O TS FUUEIE B o Foy | PO
Agan] 3 el 0,8 S dul.



oY

bl

fn case CONTRACTOR surrenders its Exploration rights under this
Agreerment as set forth above before or at the end of the fourth (41)
Year of the first Exploration period, having expended less than the
total sum of two hundred and fifty three million UJ.S. Dollars ($ 253
Q00 000} on Exploration operations, or i the event that at the end
of the fourth (4") Year of the first Exploration period,
CONTRACTOR has expended less than said sum in the Area, an
amount equal to the difference between the said two hundred and
fifty three million US. Dollars {85 253 000 G00) and the amount
actualty spent on Exploration and approved by EGAS shall be paid
by CONTRAUTOR 1o BEGAS at the time of surrendering or within
six (6) months from the end of the fourth (4'™) Year of the firsl
Exploration penod, as the case may be. Any expenditure deficiongy
by CONTRACTOR at the end of any additional Exploration period
for the reasons stated above shall simularly result in g payment by
CONTRACTOR to EGAS of such deficiency. Provided that this
Agreement s still in foree as (0 CONTRACTOR, CONTRACTOR
shall be entitled to recover any such payments as Exploration
gxpendifure n the manner provided for under Article VI m the

event of Commercial Production.

Without prejudice to Article (b}, in case no Commercial Oil
Discovery is established or no notice of Commercial Gas Discovery
is given by the end of the sixth (6%) Year, s may be extended
pursuant to Articte V, or in case CONTRACTOR surrenders the
Area under this Agreement prior to such time, EGAS shall not bear
any of the aforesaid expenses spent by CONTRACTOR.
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(c) At least four (4) months prior to the beginning of each Financial Year
or at such other times as may mutually be agreed to by EGAS and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and budget for the Areu setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the
ensuing Year.

The Exploration Work Program and budget shall be reviewed by a
joint committee to be established by EGAS and CONTRACTOR
after the Effective Date of this Agreement. This committee,
hereinafter referred to as the "Exploration Advisory Committee”,
shall consist of six (6) members, three (3) of whom shall be
appeinted by EGAS and three (3) by CONTRACTOR. The
Charrman of the Exploration Advisory Committee shall be
designated by EGAS among the members appointed by it. The
Exploration Advisory Committee shall review and give such advice
as it deems appropriate with respect to the proposed Exploration
Work Program and budget. Following review by the Exploration
Advisory Committee, CONTRACTQOR shall make such revisions
and submit the Exploration Work Program and budget to EGAS for
ts approval.

Following such approval, it is further agreed that:

(1) CONTRACTOR shall neither substantially revise or modify said
Exploraton Work Program and budget nor reduce the approved
budgeted expenditure without the approval of EGAS;

(1) In the event of emergencies involving danger of loss of lives or
property or damage to the environment, CONTRACTOR may
expend such additional unbudgeted amounts as may be required
to atleviate such danger or damage. Such expenditure shall be
considered in all aspects as Exploration expenditure and
recovered pursuant to the provisions of Article VII hereof.
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{d} CONTRACTOR shall advance all necessary tunds Tor all maternials,

equipment, supplies, personnel administrabion and  operations
pursuant to the Exploration Work Program and budget, and EGAS
shall not be responsible to bear or repay any of the aforesaid costs.

{¢) CONTRACTOR shall be responsible for the preparation and

()

performance of the Exploration Work Praogram and budget which
shall be implemented in a workimaniike manmer and consistent with
good petroleurn indusiry practices.

All geological and geophysical studies as well as any other studies
related to the performance of this Agreement shall be made in the
ARE., except as is appropriate for the specialized geophysical,
geological, engineering and development studies thereon, that may
be made in specialized centers outside the A.R.E., subject to EGAS'
approval.

CONTRACTOR shall entrust the management of Exploration
operations in the AR.E. 10 its technically competent General
Manager and Deputy General Manager. The names of such General
Manager and Deputy General Manager shall, upon appointment, be
forthwith notified 1o the GOVERNMENT and to EGAS. The
General Manager and, in his absence, the Deputy General Manager
shall be entrusted by CONTRACTOR with sufficient powers to
carry out immediately all lawful written directions given to them by
the GOVERNMENT or its representative under the ferms of this
Agreement. All lawful regulations issued or hereatter to be Jssued
which are applicable hereunder and not in confitct with ths
Agreement shall apply to CONTRACTOR.

CONTRACTOR shal! supply EGAS, within thirty (30) days from
the end of cach calendar guarier, with a Sfatement of Exploration
Activity relating to Exploration operations which has been
conducted i any portion of the Area not converted mio a
Development Lease, showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR's records and necessary
supporting documents shall be available for mnspection by BEGAS at
any tme during regular working hours for three (3} montiss from
the date of receiving each Statement of Exploration Acthivity,
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Within the three {3) months from the date of recetving each
Statement of Exploration  Acuvity, EGAS  shall  adwvise
CONTRACTOR in wniting if it considers:

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

(2) that the costs of goods or services supplied are not in hine with
the international market prices for goods or services of smlar
quality supplied on simifar terms prevailing at the time such
goods or services were supplied. provided however, that
purchases made and services performed within the A.R.E. shall
be subject to Article XXVI; or

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

(4} that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGAS in cosnection with the
problem thus presented, and the parties shall attempt to reach a
mutuatly satisfactory settiement.

Any reimbursement due to EGAS out of the Cost RKecovery
Petroleum: as a result of reaching agreement or as a result of an
arbitral award, shall be promptly made in cash to EGAS. plus
simple interest at LIBOR plus two and half percent (2.5%) per
anrum from the date on which the disputed amount(s) would have
been paid to EGAS according to Article VIIa)(2) and Annex "E" of
this Agreement (e, the date of rendition of the relevant Cost
Recovery Statement) 0 the date of payment, The LIBOR rate
applicable shall be the average of the figure(s) published by The
Financial Times of London representing the mid-paoint of the rares
{bid and ask) applicable o one (1) month U.S. Dollars deposiis
the London Inter hank Eurocurrency Market on cach fifteenth (15™)
day of ecach month ocournng between the date on winch the
disputed amountis) would have been paid to EGAS and the date on
which 1t is settled.
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If the LIBOR rate is available on any fiftcenth (15 day but is not
published in The Financial Times n respect of such day for any
reason, the LIBOR rate chosen shall be that offered by Citibank
N.A. o other leading banks in the London Inter bank Eurocurrency
Market for one (1) month U.S. Dollar deposits.

if such fifteenth (15%) day is not a day on which LIBOR rates are
guoted in the London Interbank Burocurrency Market, the LIBOR
rate 10 be used shall be that quoted on the next following dayv on
which such rates are guoted.

I within the time himit of the three (3) month pentod provided for
this paragraph, EGAS has not advised CONTRACUTOR of #ts objection
to any Statement, such Staternent shall be considered as  approved.,

CONTRACTOR. shall supply all funds necessary for its operations
in the ARE. under this Agreement in freely convertible curency
from abroad. CONTRACTOR shall have the night o freely
purchase Egyptian currency in the amount ncegssary lor s
operations in the ARE. from BGAS or EGPC or from any bank
guthorized by the GOVERNMENT 10 conduct foreign currency
exchange. Priority shall be given by CONTRACUTOR to purchase
the Egyptian currency from EGAS or EGPC, at the discretion of
EGAS at the same applicable rate and date as such currency may be
purchased from the National Bank of Egypt.

EGAS and BEGPC are authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this Agreement
against receiving from CONTRACTOR an equivalent amount of
11.S. Dollars at the official rate of exchange in A R.E. as specified
by the Central Bank of Egvpt on the date of exchange, such amount
i U.5. Dollars shall be deposited in an EGAS or EGPC account
abroad (as the case may be} with a correspondent bank of the
Natwonal Bank of Egypt, Cairo, A.R.E. Withdrawals from said
account shall be used 1o finance EGAS' or EGPC's (as the case may
bed and thelr Affiliated Companies' foreign currency requirements,
subject 1o the approval of the Minister of Petroleam.
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ARTICLE V
RELINQUISHMENTS

At the end of the fourth (4™ Year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
fourty percent (40%) of the original Area on the Effective Date not
then converted info a2 Development Lease{s). Such relinguishment
shall be in a single unit {unless otherwise agreed by EGAS) of
whole Exploration Blocks or originally existing parts of Exploration
Blocks not converted into Development Lease(s) 5o as to enable the
relinquishment requirements to be precisely fulfitied.

Without prejudice to Articles HI and XXIHI and the last three
paragraphs of this Article V, at the end of the sixth (6%} Year of the
Exploration period, CONTRACTOR shall relinquish the remamder
of the Area nol then converted into Development Lease(s).

It is understood that at the time of any relinquishment the areas to
he converted into Development Lease{s) and which are submitted to
the Minister of Petroleum for his approval according to Article iil
() shall, subject to such approval, be deemed converied mto
Development Lease(s).

CONTRACTOR shall not be required to relingquish any Bxploration
Block{s} in respect of which a Commercial O or Gas Well 15
discovered before the period of time referred fo in Article 1I(c)
given to CONTRACTOR to determmune whether such well is 2
Commercial Discovery worthy of Development or 1o relinquish an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given 10 EGAS, subject to EGAS  right to agree
on the existence of 4 Commercial Discovery pursuant to Article 11
{c}, and without prejudice 1o the reguirements of Arnticle Hl{e}.
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(i)

In the event that 41 the end of the first Exploration period or at the
end of the second Exploration period, a well is sctually drilling or
testing, CONTRACTOR shall be aHlowed up Lo six (6) months to
enable it to discover a Commercial Oil or Gas Well or to establish a
Commercial Discovery, as the case may be. However, any such
extension of up 1o six (6) months shull reduce the duration of the
next succeeding Exploration period, if any, as appticable, by that

amount.
ARTICLE Vi
OPERATIONS AFTER COMMERCIAL DISCOVERY
On Commercial Discovery, EGAS und CONTRACTOR imay form

in the ARE. a company (o carry out operations pursuunt 1o this
Article VI and Annex "ID" {(hereinatier referred to as the "Joint
Venture Company”), which company shall be named by mutual
sgreemeitt between EGAS and CONTRACTOR provided that such
name shall be subject to the approval of the Minister of Petroleum.

Sard company shall be a private sector company, subject (o the luws

and regulattons (n force in the A.R.E. to the extent that such laws

and regulattons are not iconsistent with the provisions of this
Agreement ur the Charter of the Joint Veolure Company (the
"Cherter™).

However, the Joint Venlure Company and CONTRACTOR shall,
for the purpose of this Agreement, be exempted rom the following

laws and regulations as now or hereafter amended or substituted:
Law No. 48 ot 1978, promulgating the law on the employee
regilations of public sector companics:

Law Noo 139 of tYS]. promulgating the law on joint stock
comnpanies, partnership bmited by shares and  fimited  Tiability

i ] i1]‘ri!T":!:L‘H',
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- Law Nao. 87 of 1983 promulgating the law concerning public sector

OTZamzations and Companices;

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

SECIOT COMPUnios;

- Law No. Y5 of 1992 promulgating a capital markets law; and
- Provisions of part 2 of chapter 6 of Law No. 88 of 2003, orzanizing

dealings in foreign currencies in accordance with Central Bank of
Egypt and the AR Iz banking system law,

(b) The Charter of Joint Venture Company 1s hereto attached us Annex

()

"D, Within thirty (30) days after the date of Commercial Qil
Discovery or within thirty (30) days after the signature of a Gas
Sales Agreement or the commencement of a scheme to dispose of
Gas  (unless otherwise agreed wupon by EGAS and
CONTRACTOR), the Charter shall take effect and the Joint
Venture Company shall automatically come into existence without
any further procedures, The Exploration Advisory Commuttee shall
be dissolved upon the final relinquishment of ali portions of the
Area not converted into Development Lease(s).

Ninety (940} days after the date the Joint Venture Company comes
mto existence it accordance with paragraph (b} above, it shaii
prepare a Work Program and budget for further Exploration and
Development in any porlion of the Area converted into a
Development Lease for the remsmder of the Financial Year in
which the Commercial Discovery has been made. And not later
than four {4) months belore the end of the current Financial Year
{or such other datc 85 may be agreed upon by EGAS and
CONTRACTOR) and  four (4) months preceding the
commencement of each succeeding Financial Year thercafter {ov
such other date ags may be agreed upon by EGAS and
CONTRACTOR), the Joint Venture Company shall prepare an
annual production schedule and Work Progrum and budget for
further Exploration and Development in any portion of the Area
converted into a Development Lease for the succeeding Financial
Year. The production schedule, Work Program and budget shall be
submitted to the Joind Venture Company's Board of Directors for
approval. The bxploration Work Program and budget for further
Exploration in any portion of the Area not converted into a
Devetopment [ease shall be reviewed, approved and implemented
m accordance with Artrcle [V,
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Not later than the twentieth (20" day of each month. the Joint
Venture Company shall furnish to CONTRACTOR a writlen
estimate ol its total cash requirements for expenditure for the first
halt and the sccond half of the succeeding month expressed in U.S.
Dotlars consistent ith the approved Work Program and bhudget.
such estimate shalt ke into consideration any cash expected 10 be
in hand at month cnd.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (¢) below on the
first (1Y) day and fifeenth (15%) day respectively. or the next
foliowing busimess day, 1f such day 1s nol a business day.

The Joint Venture Company ts authonzed (o keep at its own disposal
ubrowd 1 an account opened with a correspondent bunk of the
National Bank of Lgypt, Cairo, A.R.E., the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall be used
for the payment {or goods and services acquired abroad and for
transferring to a local bank in the A.R.E. ol the required amount 10
mect the cxpendidures mm Egyptian Pounds for Joint Venture

Company 1n connection with 1ts activities under this Agreement.

Within sixty (60) days after the end of euch Financial Yeur. the
Jomnt Venture Company shall submit to the appropriate exchange
control authoritics in the A.RE. a statement. duly certified by a
recognmized hirm of audilors, showing the funds credited 10 that
account, the disbursements made out ot that account and the
outstanding halance at the end ot the Financial Year,

I and tor as long during the peried of praduction operations there
exIsis an excess capacity an tacihties which can not during the
period of such excess be used by the Joint Venture Company.
EGAS shall have the rght (o use the excess capaciiy i1 11 so desies
without any  financial  or  operational  disadvantaze o the
CONTRACTOR or the Joint Venture Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

(a) COST RECOVERY:
(1) Cost Recovery Petroleum:
Subject to th.. dding provisions under this Agreement,
CONTRACTE il recover quarterly all costs, expenses and

expenditures in respect of all the Exploration, Development and
related operations under thi- Arroement to the extent and out of
thirty five percent (35%) of all Petroleum produced and saved
from all Development Leases within the Area hereunder and not
used in Petroleum operations. Such Petroleum is hercinafter
reierred to as "Cost Recovery Petroleum™.

For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery, the following
terms shall apply:

1. "Exploration Expenditures” means all costs and expenses for
Exploration and the related portion of indirect expenses and
overheads.

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

e

. "Operating Expenses” mcans all costs, expenses and
cxpenditures made after the Commercial Production
Commencement, which costs, expenses and expenditures are
not normatly depreciable.

However, Operating Expenses shall include work over, repair
and mamntenance of assets, but shall not include any of the
following: sidetracking, re-drilling and change of a well status,
replacement of assels or a part of an assel, additions,
improvements, renewals or major overhauling that extend the
life of the asset.
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Exploration Expenditures, Development Expenditures and

Operating Expenses shall be recovered from Cost Recovery

Petroleum in the following manner:-

(1) "Exploration Expenditures”, including those accumulated

(11)

prior io the Commercial Production Commencement, 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
the Commercial Production Commencement occurs,
whichever is the later date.

"Development Expenditures”, including those accumulated
prior to the Commercial Production Commencement, 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
the Commercial Production Commencement occurs,
whichever 1s the later date.

(1) "Operating Expenses”, incurred and paid after the

Commercial Production Commencement. shall be
recoverable either in the Tax Year in which such costs and
expenses are incurred and paid or the Tux Year in which the
Commercial Production Commencement occurs. whichever
is the later date.

(iv} To the extent that, in a Tax Year, COsts, expenses or

expenditures recoverable per preceding paragraphs (i), (ii)
and (i}, exceed the value of all Cost Recovery Petroleum
for such Tax Yeur, the excess shall be carried forward for
recovery in the next succeeding Tax Year(s) unul tully
recovered, but in no case after the termination of this
Agreement, as to CONTRACTOR.
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{v} The recovery of costs and expenses, based upon the rales
referred to above, shall be allocated 1o each quarter
proportionately {one tourth to each guarter). However, any
recoverable costs and expenses not recevered i one guarter
as thus allocated, shall be carried forward for recovery in
the next guarter.

Except as provided in Article VII(a)(3) and Article VH{e)(1),
CONTRACTOR shall each gquarter be entitied 10 fake and own
all Cost Recovery Petroleum, which shall be taken and disposed
of in the manner determined pursuant 1o Article Vil{e) To the
extent that the value of ali Cost Recovery Petroleum [as
determined in Article VII{c)] exceeds the actual recoverable
costs and expenditures, including any carry forward under
Article VII{a)X1)Xiv), to be recovered in that quarter, then the
total value of such Excess Cost Recovery Petroleum shail be
paid by CONTRACTOR to EGAS either (1) in cash in the
manner set forth in Article IV of the Accounung Pro¢edure
contained in Annex "E", or {ii) in kind in accordance with
Articte VII(a)(3).

Ninety {90} days pnor 10 the commencement of each Calendart
Year EGAS shall be entitled to elect by notice 1n wriing to
CONTRACTOR o require pavment of up to one hundred
percent (100%) of EGAS' Excess Cost Recovery Peiroleum in
kind. Such payment shali be in Crude Oil from the Area F.O.B.
export terunal or other agreed delivery point; provided that the
arnount of Crude Oil taken by EGAS in kind in a quarter shall
not exceed the value of Cost Recovery Crude Oil actually taken
and separately disposed of by CONTRACTOR from the Area
during the previous quarter. If EGAS' entitlement to reccive
payment of s Excess Cost Recovery Petroleum m kKind 18
limited by the foregoing provision, the balance of such
entitiement shall be paid in cash,
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(hy PROBDUCTION SHARING

{1} The rematmng sixty hve percent {659 of the Petroleum shul he
divided quarterly between EGAS and the CONTRACTOR

based on Brent value and according 10 the following shares.
{i} Crude OHt and Condensate:

BRENT PRICE

Crude O#f produced and saved
under this Agreement and not

used in Petrolenm operations.
Barrel of (if Per Day (BOPD)

LGAY
SBARE %

CONTRA-
CTOR'S
SHARL %

s duam or Bguad o 4
L8%

{gquarterly average)

Thut portion o inereinent ioss thas

sianly e

trady vy

3

1D 000 BOPD

5 00 BOPD (G5 1233
That portion or increment {rom SXLY 8iX thirty four
5 00 BOPEY angl fess than (OO i34y

That portios ar increment Irom
|G 000 BOPLY and less than
20 800 BOPD

3
3

SIXLY seVen

(67)

ikt by

thirty three

bl B |

fan}

That partiom or increment egul Lo or

ey

staly gy

thuty Lwo

mare than 20 G BOPD (G8) 132
f That poriion or sncrement oy than SEREY SEX thivey {owr
i3 G BOrD {061 {349

Yore than 40 1'SS ad

Bess shan or cgual 0 60§

LISS

That portion or increnicnt from

]

5 000 BOPE-and less than 18000 BOPD

3

SIXLY 5S¢V

{67

T

thirty, three

- T
*

t

1".
rF

That portion oF increment from
10000 BOPD and less than 20000 BOPE

sty ¢

(8}

ity 1w

(a2

Pl iy,

That povtion or merement oguat w0 or
o Hum 20 000 BOPD

SEXEY fing
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thirTy s
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That portion or increment less than stxty seven { thirty three
50600 BOPD (67) (33)
That poriton or increment from siXty eight thirty two
5 000 BOPD and less than 10000 BOPD {O8) {32)
More than 60 US$ and
less than or equal to 80 | That portion or increment from| sixty nine thirty one
LISS 10 000 BOPD and less than 20 000 (69) (30
BOFPD
That portion or increment equal 16 or sevenly thirty
more than 20 0300 BOPD (70) {30}
That pertion or increment less than sixty eight tharty (wo
5000 BOPD (68) {32
That portion or increment from| sixty nine thirty one
More than 80 US$ and | 5 000 BOPD and lcss than (69) (31)
less than or equal to 100 | 10 000 BOPD
USS
That portion or increment from seventy thirty
10000 BOPD and less than 20000 BOPD (70) (30)
That portion or increment equal to or § seventy one | Iwenly nine

more than 20 000 BOPD

(71)

{29
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That portion or incremen foss ihan

Vo8 Lo s ¥V 5 () 0F sl

PO RV R

sixly pine

Hurty e

5306 BOPD {6 131
That portion or increment (fom SEventy thirty
{7 {3n

Mo than HE USS and § 300 BOPDrand iess than 10003 BOPD

less than or #yual to 120

LISS

Thal porlion or increment tram

100 ROPD and less dun IS BOPD

SEVONLY one

{Th

[wenty nine

£35

Thal poition or iacrement vgual to or

SCVENLY (wo

twenty eight

e than 20 000 BOPED P {28}
That portion or increment less than SeVeny thitty
5000 BOPD (701 {30}

More than P20 1SS and
- iews than or puual i 130

LISS

That poriion or increment from
5000 BOPD ard less thans 1) 000 BOPD

SEVENY Ny

(71)

{wenly Hing

(20}

Tha poriion or increment frum

§C 000 BOPD argl less than 20000 BOPD

SOVEIY Two

(70

! ekl
twenty gight |

(28)

That porhon or incremend cgusl ta g

e Hhan 20 000 BOPD

MVEILY Three

(73)

|

] Pwonly foven

(77
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More thun 140 U85 and
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15%
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That portion or merement fess than

300G BOPD

bbbt

YOS | SVE S

[ SCYCILY Onet

{71}

fwenty nne
|
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That portion of increment from

SO0GBOYFD and icss thap 10000 BOPD

e

sevemty 1wo § twenty eight }

{12}

{28)

That portion or increment from

{0000 BOPT? and less thin 20 000 BOPD

- - 4

seventy three

(713)

fwenty seven §

(27)

That portion or incremenl equal to or

o than 20 008 BOPD

More than 180 18% and

E feas thas or equal o 180

USS

nbbirl bl - L

seventy tour

{74}

twenly six
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That portion ar increrment less than

seventy Lwo

twenty ephl

That poriion or increment from

HHGBOPD md less than 20 000 BOPD

seventy four

{4}

5660 BOPD 72 {28)
h S T nbbii
That pntion or mcrement from seventy three §twoenty seven
| 3000 BOPLY a fess thary 10 GO0 BOPLY (73} (20
b _k el

fwenry six

{265

miore than 20 0060 BOPD

kol HE Ly

That portion or incroment cqual toay §

sevanty frve

{75
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P twenty five
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More than 18D USS and

fess than or equal to 200)

[15%

That partion or increment less than

300G BOPD

WRY)

sevenly three

Voo Do s ¥V G (ml) 0F il — e J 50, 4

Lwenly sehven

(27

That purtion oF increment fram

5000 BOPD and less than 10000 BOPD

sevenly four

(T4

Lwenly s

{20}

That portion or increment from

10OXIBOPD and less than 20000 BOPD

seventy five

(75)

twenly five

1 25)

That portion or increment equal 1o or

mure than 20000 BOPD

SCVCNILY stX

{76

lwenly lour

(24

MMore than 200 1155%

Tltat poruon or increment less tan

50400 BOPD

sevelly four

(74}

[Wenty 81X

120)

Thut portion or increment from

5 000 BOPD util {ess than 10 000 BOPD

seventy five

{75)

fwenly (ve

(23}

That portion or increment from

1 O00 BOPE and less than 20000 BOPD

SEVONLY SEX

(76}

Lwenty Tour

(24

That poruon or increment egual o ot

moare than 20 00¢ BOPD

SEVELEY SEeven
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twenly Hitee
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(ii) Gas and LPG

GGas and L[PG produced and

saved under this Aercement g
BRENT PRICE 3m:l ‘l!ﬂl used. in l‘etm!em_n EGAS' Cg}{"{:}g’;‘
perations. Standard Cubic SHARE®D | . )
Feet per Day (SCFPD) SHARE %
(quarterly average).
That portion or increment less than | sixty [ive thirly live
100 Million SCFPD (65) (33)
That portion or increment from 100 SIXLY SIX ey tour
Million SCFPD and less than 250 {66) {34}
Million SCFPD
Less than or Equal to 40
LSS Thar portion or increment from 250 | sixty seven thirty three
Million SCFPD  and less than 500 (67) (33
Million SCFPD
That porticn or icrement equal to or | sixty eight thirty two
more than 300 Million SCFPD (G8) (32)
That portion or increment less than 51Xty $1X thirty four
100 Milhon SCFPD (66) {34}

Maoite than 40 118% and less
than or equal 60 USS

That portien or increment from 100

siXty seven

thirty three

Million SCFPD  and less (hun 250 (67} (33
Miflion SCFPD

That portion or increment from 250 ]  sixty eight thirly two
Million SCFPD  and less than 500 (GE) {(32)
Million SCFi*D

That portion or increment equal W or | sixly fine thirty ong

more than 500 Million SCFPD

(69)

(31)
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whare thiatt S5 18% and less
thar or camind i 80 LSS

Thad portion or moreient ioas than

OO Maliion SCFPD

Cialy SCVen

{671

Yoo 8 S e ¥ () OF il = e Ji 5y

vty three

{33

i, i i i

That portton o nccement from 160
Milhor SCFPD  und less than 250
Mithon SCFPD

sisty eigl

{68}

.

thirly 1w

{3

- -

That porfion or Ineremest frony 250

SINGY e

e

thivly ope

i

}
Million SCFPD  wngd ess than 300 69 {3
- dvitihon SOFPLD } L
]
That postion or ihgoment cquil to or SCVETiLy thirty
more than SO0 Million SCFPEY L7 £ 340

L,

Muore tharr 8O LSS and Toss

fhan or egual 0 JOO LIS

b, A, el A

Tirg portion or incremen less thaw |

FOO Mithon SCFPD

sINEY S

LA b

sty fwe

i

P

Mithos SCEPD

Plniviiiyb iy

That portion of ncrermnent from 1001 sty sing thirly one
Miltion SCFPD  and less than 250 (0%) =y
Million SCFPD

s - — —b b —
That povtbon or merement trom 250 SCAVOIH Y thriy

f Milhon SCFPD and Tows than ﬁﬂ{%l (T3 {34

L That peron o meroment ogqual toor

more than 300 Milllon SCFPD

i
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thean o eua to 120 USS

Maore thon {20088 and less
E thanror squat o 140 LISE
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That povtwon or im:ﬁ:mﬁt ir::i i.aﬁ ﬂiﬂy nine ihiﬂ ni:
1 0) Miilion SCFPD (69 (31
, - " g "
That portien or increment from 100 seventy | iy
 bithon SCFPD and ess than ESE!* (7} | £33
Milbon 3CFPD :
- R |
Thar portion o incroment from 250 seventy one | twenly mine §
Million SCFPI> wnd less than 5001 (71 2%
Million SCFPD
Thst portion or inuroment gquai to or r;zw}nty two T tanty eight |
{ more than 5085 Mitlion SCFPD {72) (28}
That poertion or increment fess than SEVEILY thirty |
106 Mitfion SCEPD J (70} E

That peortion or ineremett from 106

Yot

seventy one

Fwenly tng

 Ailline SOPPD i

kAT

Million SCFPED  and less than 250G {71} 129)
i
Miltios SCFPD j
That porion o increment from 250§ soveniv iwe  § dwenty eight §
I Milonn SCEPD  ang less than S04 {723 (2%

That portion or increment equal to or

e than SEE Ml SCRPHY

s

seyventy three

{73}

fwenly seven
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(2)

where Brent value upon which shares are divided is the
quarterly average price expressed in LS. Dollars per barrel for
Brent quoted in "Platts Crude Oil Market wire report”, in the
event that such average cannot be determined because "Platts Crude
(il Markel wire report” 15 not published at all during a month,
the Parties shall meet and agree the value of Brent by reference
to other published sources. In the event that there are no such
published sources or if the value of Brent cannot be determined
pursuant to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree on a value of Brent.
Such Production Shares referred to in Article VII (b) (1) (i) and (ii)
above shall be taken and disposed of pursuant to Article VIi{e).

After the end of each contractual Year during the term of any
Gas Sales Agreement entered inio pursuant to Article Vii(e),
EGAS and CONTRACTOR {(as sellers) shall render to EGAS
{as buyer) a staternent for an amount of Gas, if any, equal to the
amount by which the quantity of Gas of which EGAS {as buver}
has taken delivery falls below seventy five percent (75%) of the
coniract quantities of Gas as established by the applicable Gas
Sales Agreement (the "Shortfall™), provided that the Gas is
avatlable. Within sixty (60) days of receipt of such statement,
EGAS (as buyer) shall pay EGAS and CONTRACTOR (as
sellers) for the amount of the Shortfall, if any. The Shortfall
shall be included in EGAS' and CONTRACTOR's entitlement to
Gas pursuant to Article VIT (a) and (b} in the fourth (41 quarter

of such contractual Year.
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Quantities of Gas pot taken but to be paid for shall be recorded
in 4 separate "Take-or-Pay Account”. Quantties of Gas ("Make
Up Gas™} which are delivered 1n subsequent Years i excess of
seventy five percent {75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the "Take-or-Fay
Account” 1o the extent thereot and, to that extent, no payment
shall be due in respect of such Gas. Such Make Up (ras shall not
be included m CONTRACTOR s entitiement 1o Gas pursuant 1o
Article VII (a) and {b), CONTRACTOR shall have no righis to
such "Make Up Gas™.

At the end of any contractuadl Year, if EGAS and
CONTRACTOR (as sellers) fail to deliver seventy-five percent
(75%) of the anmual contract quantity of Gas as defined in Gas
Sales Agreement with BOAS {as buyer), provided that such
farlure i1s caused by CONTRACTOR, the difference between
seventy five percent {75%) of the annual contract guantity of
Gas and the actual delivered Gas quantity shall be referred (o as
the “Deliver-or-Pav Shortfall Gas™. BGAS (a8 buyer) shall have
the right to take a quantity of Gag equal to the Deliver-or-Pay
Shortfall Gas and such quantity shall be valued with nipety
percent (90%) of the Gas price as defined in the Gas Sales
Agreemeni.

The percentages set forth in Article VII (a) and (b) in respect of
LPG produced from 3 plant constructed and operated by or on
behalf of EGAS and CONTRACTOR shall apply to all LPG

avatlable for delivery.
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(¢) VALUATION OF PETROLEUM:
(1) Crude Qil:

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

(i) "Market Price” means the weighted average price realized
from sales by EGAS or CONTRACTOR during the given
quarter, whichever 1s higher; provided that the sales to be
used in amving at the weighted average(s) shall be arm's
length sales of comparable quantities on comparable credit
terms 1n freely convertible currency from F.O.B. point of
export sales to non-Affiliated Companies under all Crude
Oil sales contracis then in effect, but excluding Crude Qil
sales contracts involving barter, and

(1) Sales, whether direct or indirect, through brokers or

otherwise, of EGAS or CONTRACTOR to any
Affiliated Company.

{(2) Sales involving a quid pro quo other than payment in
a freely convertible currency or motivated in whole
or i part by considerations other than the usual
economic incentives for commercial arm's length
crude oil sales,

(111) It 1s understood that 1n the case of "C.L.E." sales, appropnate
deductions shall be made for transport and insurance
charges to calculate the F.O.B. point of export price; and
always taking into account the appropriate adjustment for
quahity of Crude Onl, freight advantage or disadvantage of
port of loading and other appropriate adjustments. Market
Price shall be determined separately for each Crude Oil or
Crude Oil mix, and for each port of loading.
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(iv) If doring any calendar quarter, there are no such sales by
EGAS and/or CONTRACTOR under the Crude Oi] sales
contracts in effect, EGAS and CONTRACTOR shall
mutually agree upon the Market Price of the Barrel of
Crude OF < . used for such gquarter, and shall be guided
by all rel ot and wvailable evidence ncluding Current
prices in freely convertible currency of izading crude otls
produced by major vil pre-ducing countries (in the Arabian
Gulf or the Mediterranean area), which are regularly sold
in the open market according to actual sales contracts
terms but excluding paper sales and sales promises where
no crude il is debivered, 10 the extent that such saies are
effected under such terms and condihons {excluding the
nrice} not significantly different from those under which
the Crude Oil to be valued, was sold, and abways taking
into consideration appropriate adjustments for Crude Oil
quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may
be, for differences in gravity, sulphur, and other factors
generally recognized by sellers and purchasers, as
reflected in crude oil prices, transporiation ninety {$0)
days insurance premiums, unasual fees borne by the selier,
and for credit terms in excess of sixty (60) days, and the
cost of loans or guarantees granted for the benefit of the

sellers at prevailing interest rates.

It is the intent of the parties that the valug of the Cosi
Recovery Crude Oil shall reflect the prevabing market
price for such Crude Uil
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(v} If either EGAS or CONTRACTOR considers that the

Market Price as determined under sub-paragraph (i)
above does not reflect the prevailing market price or in the
event EGAS and CONTRACTOR fail 1o agree on the
Market Price for any Crude il produced under this
Agreement for any quarter within, fifteen (15) days after
the end thereof, any party may elect at any time thereafter

10 submit tp a single arbitrator the guestion, what single

price per ;Bam—*:i, in the arbitrator's judgment, best

| represents ﬁ::rr the pertinent quarter the Market Price for
“the Crude Oil in question, The afbitrator shall make his

determination as soon a8 possible following the guarter in
gquestion. His determination shall be final and binding
upon all the parties. The arbitrator shall be selected in the

manner descnbed below.

in the event EGAS and CONTRACTOR fail to agree on
the arbitrator within thirty {30) days from the date any
party notifies the other that it has decided 1o submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appointing authority
designated in accordance with Article XX1V{e), or such
other appointing authority with access to such expertise as
may be agreed to between EGAS and CONTRACTOR,
with regard to the qualifications for arbitrators set forth
below, upﬁn written application of one or both of EGAS
and CONTRACTOR. Copy of such application by one of
them shall be promptly sent to the other,
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The arbitrator shall be as nearly as possible a person with
an established reputation in the intemational petroleum
industry as an expert in pricing and marketing crude oil in
international commerce. The arbitrator shall not be a
citizen of a country which does not have diplomatic
relations with the A.R.E. and the country(ies) of
CONTRACTOR. He shall not be, at the time of selection,
employed by, or an arbitrator or consultant on a
continumg or frequent basis to, the Amernican Petroleum
institute, the Organization of the Petroleum Exporting
Countries or the Organization of Arab Petroleum
Exporting Countnes, or a consultant on a continuing basis
to EGAS, CONTRACTOR or an Affiliated Company of
either, but past occasional consultation with such
companies,  with  other  petroleum  companies,
governmental agencies or organizations shall not be a
ground for disquahfication. He shall not be, at any time
during the two (2) Years before his selection, an employee
of any petroleum company or of any governmental agency
Qr Qrganization.

Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant
prior to the decision called for, another person shall be
chosen 1n the same manner provided for in this paragraph.
EGAS and CONTRACTOR shall share equally the
expenses of the arbitrator.

The arbitrator shall make his determination in accordance
with the provisions of this paragraph, based on the best
evidence available to him. He shall review Crude Oil sales
contracts as well as other sales data and information but
shall be free to evaluate the extent to which any contracts,

data or nformation is substantiated or pertinent.
Representatives of EGAS and CONTRACTOR shall have
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the vight to consult with the arbitrator and furmish him
written materials; provided that the arbifrator may impose
reasonable limitations on this rightt EGAS and
CONTRACUTOR, each shall cooperate with the arbrator
to the fullest extent and each shall ensure such cooperation
of its trading companies. The arbitrator shail be provided
access to crude oil sales contracts and related data and
information which BGAS and CONTRACTOR or their
trading companies are able to make available and which in
the judgment of the arbitrator might aid the arbitrator in
making a valid determination.

(vi) Pending Market Price agreement by EGAS and CONTRACTOR
or determination by the arbitrator, as applicable, the
Market Price agreed for the quarter preceding the quarter
in quesiion shall remain ternporarily in effect. In the event
that either EGAS or CONTRACTOR should incur & 1oss
by virtue of the temporary continuation of the Market
Price of the previous guarter, it shall promptly be
reimbursed such loss by the other party pius simple
interest at the LIBOR plus two and one - halt percent
(2.5%) per annum rate provided for in Article IV {f} from
the date on which the disputed amount(s} should have
been paid to the date of payment,

(2} Gas and LPG

{iy The Cost Recovery and Production Shares of Gas, which is
disposed of for local market, according to a Gas Sales
Agreement between BGAS and CONTRACTOR (as sellers)
and EGAS (as buyer) entered into pursuant to Article Vii(e)
shall be valued, delivered to and purchased at a price, which
should be agreed upon between EGAS and CONTRACTOR
before the final signature of the related development lease.



Yoo d L e ¥V 3 {al) o ¥ sandl = L i 21 VY-

33 iy ke BLI(LPG) JLdl dy adl 5L jaas ids s e —

35 a3 Wfduuwlau-ﬂ'au‘?*rmb IS

s Ul sl By ol Lo s 41 Syl ol

islad) Wiy «,,SU (LPG) Jlult Jy it 5L Jana g1 it
3 G e Sl pulow| o SUSYI 02y o L 108 231

s X SR =08

Lol Mizas 5y pa [sama) (LPG) JLdl Jy 2l 5L e =0 f
sl l LY Sl Layie 520 b S {50 dls 5Ly Al
RO
oo Llly Lhadl Ll oy bl i il el B N s pea = o
RO AR FCTA N[Oy JVRIPIEPIA N CU RS 3 S SOV
by 5 Il oW S e e I e 8 b s
7ol (o) AL b wdas by dls s ) s
s y2b] mJt o2 Ex-Ref /Stor L S3t Jelaw Sile s yaas
JUT-IN, ERp OPURN T [ SO O P PSRN V) Wt N LR H DV S
il a3 I 3 il L Jleasals () ded e < 0,8 s [ aeddl e
J-HPRUSUIONE SRV l__..,_..i.x._r.a..ﬁ'tLLu__.l!,,é_-,.a;,{S'IA! e Al s . Lo
ol eif il o et S GV (e "l Sl o JE SN
sie Bl s g AY5 el polall e 3U (5 0) ks e gliie, Jytald,

UL, (o) dad wasd tM|ﬁioﬂ&5|5!Ji L 0dgS By ytin jlece ey



VWY YA e ¥V () OF sadl = e JE T b

(i1} The Cost Recovery and Production Shares of {(LPG) produced
from a plant constructed and operated by or on behalt of
EGAS and CONTRACTOR shall be sepuarately valued for
Propane and Butane at the outlet of such LFPG plant according
to the following formula (unless otherwise agreed between
EGAS and CONTRACTOR):

P1.PG = (095 PR

Where:

PLPG = LPG price (separately determined for Propane and

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

PR = The average over a penod of a4 month of the higures
representing the mid-point between the high and low
prices in 1.8, Dollers per metric ton guoted in
“Platt’s LP Gaswire” during such month tor Propane
and Butang F.O.B. Ex-Rel/Stor. West Medilerranean,

In the event that "Platt’s LP Gaswire” is 1ssued on certain days
daring a month but not on others, the vatue of (PR) shall be
calculated using only those issues which are published during
such month. In the event that the value of (PR) can not be
determined because "Platt’s LP Gaswire” is not published at all
during a month, EGAS and CONTRACTOR shall meet and
ﬁgree w the value of (PR} by reference to other published
sources. in the event that there are no such other published

sources or if the value of (PR} can not be determined pursuant
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to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree the value of (PR} by
reference to the value of LPG (Propane and Butane) delivered

F.O.B. from the Mediterranean area.

Suchvaluation of LPG is based upon delivery at the delivery
point specified in Article VII (e){(2)(11).

(i1} The pnices of Gas and LPG so calculated shall apply dunng the

same month.

(iv) In case Gas is disposed of for export by EGAS and
CONTRACTOR to a third party, pursuant to Article VII {e),
then the Cost Recovery Gas and the Production Shares of such

(as shall be valued according to the netback price.

(v) The Cost Recovery and Production Shares of LPG disposed of
for export by EGAS and CONTRACTOR pursuant to Article
V1I{e) shall be valued at its actual realized price.

(d) FORECASTS:

The Joint Venture Company shall prepare (not less than ninety (90)
days prior to the beginning of each calendar semester (6 months)
following first regular production) and furnish i writing to
CONTRACTOR and EGAS a forecast setting out a total quantity ot
Petroleum that the Joint Venture Company estimates can be
produced, saved and transported hereunder dunng such calendar
semesler (6 months) in accordance with good petroleum industry

practices.
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The Joint Venture Company shail endeavor to produce the forecast
quantity during each calendar semester (6 months). The Crude Oil
shall be transported to storage tanks or offshore loading facilities
constructed, maintained and operated according to Government
Regulations, by the Joint Venture Company, in which said Crude
Oil shall be metered or otherwise measured for royalty, and other
purposes required by this Agreement. Gas shall be handled by the
Joint Venture Company in accordance with the provisions of
Article VIi(e).

(e) DISPOSITION OF PETROLEUM:

(1) EGAS and CONTRACTOR shall have the right and the
obhgation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which each is
entitled under Artcle VII(a) and (b). Subject to payment of
sums due to EGAS under Article VII(a}(2) and Article IX,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of
its share of Petroleum.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meet the requirements of the A.R.E.
market from CONTRACTOR's share under Article VII (a) and
(b} of the Crude Oil produced from the Area and EGAS or
EGPC shall have the preferential right to purchase such Crude
(nl at a price to be determined pursuant to Article VII(¢). The
amount of Crude Oil so purchased shall be a portion of
CONTRACTOR's share under Article VII (a) and (b). Such
amount shall be proportional to CONTRACTOR's share of the
total production of crude oil from the concession areas in the
A.R.E. that are also subject to EGASYEGPC's preferential
rght to purchase. The payment for such purchased amount
shall be made by EGAS in U.S. Dollars or in any other freely
convertible currency remittable by CONTRACTOR abroad.
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[t is agreed upon that EGAS shall notify CONTRACTOR, at
least forty five (45) days prior to the beginning of the calendar
semester (0 months), of the amount to be purchased during
such semester (6 months) under this Articie VH({e)(1).

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

(1) Pronty shall be given to meet the requirements of the
local market as determined by EGAS. In case of
unavailability of local market, EGAS and CONTRACTOR
shall have the right to dispose of the Gas in the following
manner:-

- In case CONTRACTOR elects to dispose its production
share of Gas or LPG by himself either for the local

market or for Export, The CONTRACTOR should have
the A.R.E. competent authorities’ approval.

- In case EGAS and CONTRACTOR agree on exporting
Gas or LPG together, they should have the AR.E.
competent authorities’ approval on the exporting Gas
price and the Gas quantities allocated for export.

(1)) In the event that EGAS is to be the buyer of Gas, the
disposition of Gas as indicated above shall be made by
virtue of a long tenn Gas Sales Agreement(s) to be
entered nto between EGAS and CONTRACTOR (as
sellers) and EGAS (as buyer).

EGAS and CONTRACTOR (as sellers) shall have the
obligation to deliver the Gas at the delivery point as
indicated below, where such Gas shall be metered for
sales, royalty, and other purposes required by this
Agreement.

{(a) In the event no LPG plant 1s constructed to process
such Gas, the delivery point shall be at the flange
connecting the Development Lease pipeline to the
nearest point on the National Gas Pipeline Grid
System as depicted in Annex "F" hereto or as
otherwise agreed by EGAS and CONTRACTOR.
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(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 outlet of such
LPG Plant. However, notwithstanding the fact that
the metering shatl take place at the LPG Plant outlet,
CONTRACTOR shall through the Joint Venture
Company build a pipeline suitable for transport of the
processed Gas from the LPG Plant outlet to the
nearest point on the National Gas Pipeline Grid
System as depicted in Annex "F"” hereto, or otherwise
agreed by EGAS and CONTRACTOR. Such pipeline
shall be owned 1n accordance with Article VIII (a) by
EGAS, and tts cost shall be financed and recovered
by CONTRACTOR as Development Expenditures
pursuant to this Article VIL.

(im) EGAS and CONTRACTOR shall consult together to
determine whether to build LPG Plant to recover LPG
from any Gas produced hereunder. In the event that
EGAS and CONTRACTOR decide to build such plant,
the plant shall, as is appropriate, be in the vicinity of the
point of delivery as determuned in Article I and Article
VIl(e)(2)(i1). The delivery of LPG for, royalty and other
purposes required by this Agreement shall be at the outlet
of the LPG piant. The costs of any such LPG plant shall
be recoverable in accordance with the provisions of this
Agreement, unless the Minister of Petroleum agrees to

accelerated recovery.
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{iv} EGAS {as buver) shall have the right 1o elect, by ninety
{90) days prior written nofice to EGAS and
CONTRACTOR (as sellers), whether payment for the
Gas which is subject to a (Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS {(as
buver} and LPG produced from a plant constructed and
operated by or on behalf of EGAS and CONTRACTOR,
as valued in accordance with Article V1ii{c), and o which
CONTRACTOR is entitled under the Cost Recovery and
Production Sharing provisions of this Article V1, shail be
made 1) in cash or 2) in kind.

Payments in cash shall be made by BGAS (as buyer) at
intervals provided for in the relevant Gas Sales Agreement
in 118, Dollars, remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR 13
entitled into equivalent Barrels of Crude Oil to be taken
concurrently by CONTRACTOR from the Area, orto the
extent that such Crude Oil is insufficient, Crude O1l from
CONTRACTOR's other concession areas or such other
areas as may be agreed. Such Crude Oil shall be added to
the Crude (il that CONTRACTOR is otherwise entitled
to lift under this Agreement. Such equivalent Barrels
shall be calculated on the basis of the provisions of
Article VII{c) relating to the valuation of Cost Recovery
Crude Oil,

Provided that:

{aa) Payment of the value of Gas and LPG shall always
be made in cash in U.S. Dollars remittable by
CONTRACTOR shroad to the exient that there 8
insufficiertt Crude Qil available for conversion as
provided for above;

(bb) Payment of the value of Gas and LPG shall always
be made in kind as provided for above w the extent
that payments in cash are not made by EGAS.
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Payments to CONTRACTOR (whether in cash or in
kindy, when related to CONTRACTOR's Cost
Recovery Petroleum, shall be included n
CONTRACTOR's Statoment of Recovery of Costs
and of Cost Kecovery Peiroleum referred 00 in
Articie IV of Annex "E" of this Agreement.

{v} In case a long term Gas Sales Agreement is not entered
between EGAS (as  buyer) and EGAS and
CONTRACTOR (as scllers) within three (3) Years from
the datc of the notice of Commercial Gas Discovery
pursuant to Articte HH (¢) {uniess shorter peniod 1s agreed
upon by EGAS), EGAS (as seller) or EGAS and
CONTRACTOR (as seiiers) shall have the right 1o tuke
and freely dispose of the quantity of Gas and LPG in
respect of which the notice of Commercial Discovery has
been given by exporting such Gas and LPG, provided that
the A.R.E. competent authorities' approval is granted.

(v1) The proceeds of sale of CONTRACTOR's share of Gas
and LPG disposed of pursuant to the above sub-paragraph

(v} may be freely remitted or retained abroad by
CONTRACTOR.

{vii} In the event that EGAS and CONTRACTOR agree o
accept new Gas and LPG producers to join in an ongoing
export project, such producers shall have to contribute a
fair and equitable share of the investment made.

(vi1) (aa) Upon the expiration of the three (3) Year period
referred to i Article VII{e)2)(vi, CONTRACTOR
shall have the obligation to exert its reasonable
efforts o fmd an oxport marker for the (as
reserves, provided that the ARE  competent
authonities’ approval 18 grasted.
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{bb} In the event that at the end of the three (3} Year
period referred to under Article VIKe)(2)v),
CONTRACTOR and EGAS have not entered into a
Gas Sales Agreement, CONTRACTOR shall retain
its rights to such (as reserves for a further period of
up to three (3) Years, subject to Article VII{e)(2)
(viil){(cc), during which period EGAS and
CONTRACTOR shall sttempt to find a market for
such {as reserves.

(cc) In the event that CONTRACTOR is not exporting
the Gas and CONTRACTOR has not entered into a
{Gas Sales Agreement pursuant to Articie VI {2}
prior to the expiry of six {6) Year penod irom
CONTRACTOR's notice of Commercial Gas
Discovery, CONTRACTOR shall surrender the Gas
reserves in respect of which such notice has been
given. It is undersiood that CONTRACTOR shall,
at any time prior to the expiry of the six (6) Year
period from CONTRACTOR's notice of Commercial
Gas Discovery of such Gas pursuant to Article I
surrender such Gas reserves, if CONTRACTOR 15
not exporting the Gas and CONTRACTOR does
not accept an offer of a Gas Sales Agreement from
EGAS within six {6) months from the date such offer
1s matle; provided that the Gas Sales Agreemernt
offered to CONTRACTOR shall take into consideration
the refevant technical and economic factors to enable
a commercial contract, inciuding:

- A sufficient delivery rate,

- Delivery pressure to enter the National Gas
Pipeline Grid System at the point of dehivery;

- Delivered Gas quaiity specifications, not more
stringent than those imposed or required for the
National Gas Pipeline Grid System; and

- The Gas prices as agreed upon gccording o tus
Agreement.
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{dd) In the event that CONTRACTOR has not entered
into a Gas Sales Agreement pursuant to Article VII
{e}{2) or has not otherwise found an acceptable
scheme for conmmercial disposal of such Gas, at the
time of the expiration of six {6) Years from
CONTRACTOR's notice of Cormercial Gas
Discovery or failing agreement with EGAS on Gas
disposal at the expiration of the aforesaid six (0)
Year period, CONTRACTOR shall surrender
EGAS such Development Lease(s) in which such
Gas Discovery was made.

(ix} CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commerctal Gas
Discovery, if Crude Oil has been discovered m
commercial quaniities in the same Development Lease.

{f OPERATHIONS:

If following the reversion 1o EGAS of any rights to Crude Ol
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following the surrender of nghts to Gas
hereunder, CONTRACTOR retains rights to Crude O m the same
Development Lease, operations to explore for or exploit the
Petroleum, the rights to which have been reverted or surrendered
{01l or Gas, as the case may be) shall only be camed out by the
Joint Venture Company which shall act on behalf of EGAS alone,
uniess CONTRACTOR and EGAS agree otherwise.,

{g) TANKER SCHEDULING:

At a reasonable time prior to the commencement of Commercial
Production EGAS and CONTRACTOR shall meet and agree upon
a procedure for scheduling tanker liftings from the agreed upon
noint Of export.
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ARTICLE VIII
TITLE TO ASSETS

(a) EGAS shall become the owner of ail CONTRACTOR acquired and

(b)

owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or the Joint Venture Company in accordance with
the following:

(13 Land shall become the property of EGAS as soon as it 1§
purchased,

(2) Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR to EGAS as
they become subject to recovery in accordance with the
provisions of Article VII; howevcer, the full title to fixed and
movable assets shall be transferred automatically {rom
CONTRACTOR to EGAS when their total cost has been
recovered by CONTRACTOR in accordance with the
provisions of Article VII or at the time of termination of this
Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR te EGAS or
by the Joint Venture Company to EGAS and CONTRACTOR
within thirty (30) days of the end of each calendar quarter.

(3) All samples and technical data shall be transferred to EGAS
upon EGAS' request or at the termination of the Agrecment.

During the term of this Agreement, EGAS, CONTRACTOR and the
Joint Venture Company are entitled to the full use and enjoyment of
ali fixed and movable assets referred to above tn connection with
operations hercunder or under any other Petroleum concession
agrecment entered into by the parties. In that case, proper
accounting adjustment shall be made. CONTRACTOR and EGAS
shall not dispose of the same except with agreement of the other.
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(¢) CONTRACTOR and the Joint Venture Company may freely import
into the A.R.E., use therein and frecly cxport at the end of such use,
machinery and eguipments which they either rent or lease 1
accordance with good industry practices, including but not limited to
the lease of computer hardware and software.

ARTICLE IX
BONUSES

{a) CONTRACTOR shall pay to EGAS as a signature bonus the sum of
fifty onc million U.S. Dollars ($ 51 000 000) betfore the Effective Date
of the Concession Agreement and after the relevant law is 1ssued.

(b} CONTRACTOR shall pay to EGAS as a Development Lease bonus
the sum of one million U.S. Deollars ($ 1 000 000) on the date of the
approval of each Development Lease.

(¢) CONTRACTOR shall pay to EGAS the sum of five mullion U.S.
Dollars ($ 5 000 000) as a Development Lease extension bonus on

the approval date of entry into the five (5) Year Extension Pernod
pursuant to Article HI (dX1){dd).

(d) CONTRACTOR shall pay to EGAS as an assignment bonus on the
date of approval of each assignment requested by any of the
CONTRACTOR Members to any assignee 1n accordance with
Article XXI, in the following cases:

i} During any Exploration period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or in part of 1t's
rights, privileges, duties and obligations to any assignee other
than an Affiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall pay to EGAS
the sum equivalent to ten percent (105), valued in US Dollars, of
the total financial commitment of the then current bBExploration
phase during which the assignment s made and according to the
assigned percentage.
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i1) During any Development Period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or in part of it's
rights, privileges, duties and obligations to any assignee other
than an Affiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall pay to EGAS
the sum of ten percent (10%), valued in U.S. Dollars, of the vaiue
of each Assignir- .. Deal which could be any of the following:

- The, financial vilue 1o be paid by the Assignee to the Assignor,
or

- The financial value of shares oi stocks to be exchanged between
the Assignor and the Assignee; or

- The financial commtments for technical programs; or

- The financial value of the rescrves, to be swapped between the
assignor and the assignee from the Development Lease(s) areas;
or

- Any other type of deal to be declared.

111) During any Exploration phase and after a Development Lease is
granted, in case CONTRACTOR/ CONTRACTOR Member
assigns in whole or in part of it's rights, privileges, duties and
obligations to any assignee other than an Affiliate Company of
the same CONTRACTOR/ CONTRACTOR  Member,
CONTRACTOR shall pay to EGAS the sum of the value of the
assignment bonus as mentioned i (1) and (11} above.

iv) In case of an assignment to an Affiliate company of the same
CONTRACTOR/ CONTRACTOR Member dunng any
Exploration or Development phase; CONTRACTOR shall pay to
EGAS one hundred and fifty thousand U.S. Dollars (US$3 150 000).

Juring any Exploration phase (as 1t may be extended).
CONTRACTOR shall submit to EGAS, at the beginning of every
Financial Year, the sum of one hundred and seventy five thousand
U.S. Dollars {($ 175 000) as a training bonus to cover the training of
EGAS' employees.
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(1} CONTRAUTOR shall pay to EGAS the sum of five hundred thousand
U.S. Dollars ($ 500 000) as a production bonus when the total
average daily production from the Area first reaches the rate of five
thousand (5 000) Barrels of Qil or equivalent per day as for a period
of thirty (30} consecutive producing days. Payment shall be made

within fifteen (13} 2 rs thereafter.

(2} CONTRACTOR shall also pay to EGAS the additional sum of one
mithion U.5. Dollars (31 000 000) 45 a production bonus when the
total average daily production from the Area first reaches the rate of
ten thousand {10 000} Barvels of Qil or equivalent per day for a
period of thirty (30) consecutive producing days. Payment shall be
made within fifteen (15) days thereafter.

(h)y CONTRACTOR shall also pay to EGAS the additional sum of one
mullion five hundred thousand U.S. Dollars {($ 1 500 000) as a
production bonus when the total average daily production from the
Area Hirst reaches the rate of twenty thousand (20 000) Barrels of 01l
or equivalent per day for a period of thirty (30) consecutive producing

days. Payment will be made within fifteen {15) days thercafter.

(1) CONTRACTOR shall also pay to EGAS the additional sum of two
mitiion U.S. Dollars {3 2 000 000} as a production bonus when the
totat average daily production from the Area first reaches the rate of
twenty five thousand {25 000) Barrels of Ol or equivalent per day
for a peniod of thirty (30) consecutive producing days. Payment shall
be made within hifteen {15) days thereatter.

() All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR.
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{(k} In the event that EGAS elects to develop any part of the Ares
pursuant to the sole risk provisions of Article III ¢ (iv), production
from such sole nisk area shall be considered for the purposes of this
Article IX only if CONTRACTOR exercises its option to share in
such production, and only from the initial date of sharing.

{1} ©as shail be taken into accouni for purpose of determuning the total
average daily production from the Area under Article IX (f-i} by
converting daily Gas delivered into equivalent barrels of daily Crude
Oil production in accordance with the following formula for each
unit of one thousand (I 000) standard Cubic¢ Feet of Gas;

Equivalent Barreis of Oi1l Per MSCF = H x 0.167
Where:
MSCF = one thousand Standard Cubic Feet of Gas .

H = the number of million British Thermal Units (MMBTU)
per MSCF,

ARTICLEX
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in the A.R.E. at which notices
shiall be vahidly served.

The General Manager and Deputy Generai Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out imnmediately all local
writien directions given {0 them by the Government or i(s represeniatives
under the terms of this Agreement. All lawful regulations issued or
hereafter 1o be issued, which are applicable hereunder and not in conflict
with this Agreement, shall apply to the duties and actvities of the
General Manager and Deputy General Manager.

All matters and notices shall be deemed 10 be validly served if delivered

to the office of the General Manager or which are sent to him by
registered mail to CONTRACTOR's office in the A.R.E. .
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All matters and notices shall be deemed to be validly served if delivered
to the office of the Chairman of EGAS or which are sent to him by
registered mail ot EGAS' main office in Caire, ARE. .

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) The Jnint Venlure Company shall take all proper measures, according
to senerally accepted methods in use in the petroleum industry, 10
prevent loss or waste of Petroleum above or under the ground in any
form during dnihing, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the night to prevent
any operation on any well, that it might reasonably expect would
result in loss or damage to the well or the Oil or Gas field.

(h) Upon completion of the drilling of a productive well, the Joint
Venture Company shall inform the GOVERNMENT or 18
representative of the time when the well shall be tested and the
nroduction rate ascertained.

(¢} Except in instances where multiple producing formations in the same
well can only be produced economically through a single tubmng
string, Petroleum shall not be produced from muitiple O bearing
zones through one string of whing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which
shall not be unreasonably withheld.

() The Joint Venture Company shall record data regarding the guantiies
of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or i
representative on the special forms provided for that purpose within
thirty (30) days after the data has been obtaimed. Daily or weekly
statistics regarding the production from the Area shall be avatlable at

all reasonable times for examination by authorized representatives of
the GOVERNMENT.
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(f)

Daily drifling records and the graphic logs of wells shall show the
quantity and type of cement and the amount of any other matenals
used in the well for the purpose of protecting Petroleum, Gas bearing
or fresh water strala.

Any substantial change of mechanical conditions of the well after its

completion shall be subject to the approval of the representative of
the GOVERNMENT,

ARTICLE X1I
CUSTOMS EXEMPTIONS

(2} EGAS, CONTRACTOR, and the Joint Venture Company shall be

{b

permitted to import and shaii be exempted from customs duties, any
taxes, levies or fees (including fees imposed by Mimistertal Decision
No. 254 of 1993 ssued by the Minister of Finance, as now or
hereafter amended or substituted) of any nature and from the
importation rules with respect to the importation of muachinery,
equipment, appliances, materials, items, means of transport ang
transporiation, electric appliances, air conditioners for otfices, held
housing and facilities, electronic appliances, computer hardware and
software, as well as spare parts required for any of the imported
items, all subject to a duly approved cemtificate issued by the
responsible representative nomunated by EGAS for such purpose,
stating that the wmporied jtems are required for conducting the
operations pursuant to this Agreement. Such certificate shatl be final
and binding and shall automatically result in the importation and the
exemption without any further approval, delay or procedure.

Machinery, equipment, appliances and means of iransport and
transportation imported by EGAS', CONTRACTOR's and the Joint
Venture Company's contractors and sub-contractors temporanty
engaged in any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release Systemn”™ without payment of customs duties, any faxes,
fevies or fees {including fees imposed by Mintsterial Decision No.
234 of 1993 issued by the Minister of Finance, as now or herealter
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amended or substttuted) of any nature, upon presentanon of a duly
approved certificate issued by EGAS responsible representative
nominated by BEGAS for such purpose, staling that the imported
items are required for conducting the operations pursuant to this
Agreement. Items set out mm Article X1 (a) imported by EGAS',
CONTRACTOR's and the Joint Venture Company's contractors and
sub-contractors for the aforcsaid operations, in order to be installed
or used permanently or consumed shall meet the conditions for
exemption set forth in Articie XII(a) after being duly certified by
EGAS' responsible representative 1o be used for conducting
operations pursuant to this Agreement.

(c} The expatnate employees of CONTRACTOR, the Joint Venture
Company and their contractors and sub-confractors shall not be
entitled to any e¢xemptions from customs duties and other anctllary
taxes and charges except within the imits of the provisions of the
laws anid regulations applicable in the A.R.E. . However, personal
household goods and furmiture {including one {1} car} for euch
expatriate employee of CONTRACTOR and/or the Joint Venture
Company shall be cleared under the "Temporary Release System”
{without payment of any customs duties and other anciflary taxes)
upon presentation of a letter to the appropriate customs authorities
by CONTRACTOR or the loint Venture Company approved by
FGAS' responsible representative stating that the imported 1tems are
imporied for the sole use of the expatrisie empioyvee and his famly,
and that such imported items shall be re-exported outside the A.R.E.
upon the repatriation of the concerned expatriate employee.

(d) Htems imported into the A.R.E., whether exempt or not exempt from
customs duties and other ancillary taxes and churges hereunder, may
be exported by the importing party at any time after obtaining
FEGAS' approval, which approval shall not be unreasonably withheld,
without any export duties, taxes or charges or any taxes or churges
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{e)

(f)

from which such ilems have been already exempted, being
applicable. Such items may be sold within the A.R.E. after obtaining
the approval of EGAS, which approval shall not be unreasonably
withheld. In this event, the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tariff

applicable on the date of sale, unless such items have already been
sold to an Affihated Company of CONTRACTOR, if any, or EGAS,

having the same exemption, or unless title to such items has passed
to EGAS.

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 its
unrecovered cost, if any, in such items and the excess, if any, shall
be paid to EGAS.

The exemption provided for in Article XII{a} shall not apply to any
imported items when ttems of the same or substantially the same
kind and quality are manufactured locally, meet the
CONTRACTOR's and/or the Joint Venture Company's specifications
for quality and safety, and are available for timely purchase and
delivery in the AR.E. at a pnice not higher than ten percent (10%)
more than the cost of the imported item, before customs duties but

atter freight and insurance costs, if any, have been added.

CONTRACTOR, EGAS and their respective buyers shall have the
right to freely export the Petroleum produced from the Area pursuant
to 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.
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ARTICLE XIII
BOOKS OF ACCOUNT; ACCOUNTING AND PAYMENTS
(a) EGAS, CONTRACTOR and the Joint Venture Company shall each

maintain at their business offices 1n the A.R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used in the petroleum
industry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and vaiue of all Petroleum produced and saved hereunder.
CONTRACTOR and the Joint Venture Company shall keep their
books of account and accounting records in U.S. Dollars.

The Joint Venture Company shall furnish to the GOVERNMENT or
its representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or its representatives and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representatives within thirty (30) days after
the end of the month covered in the return.

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

to above shall be available at all reasonable times for inspection by
duly authonzed representatives of the GOVERNMENT.

(¢) CONTRACTOR shall submit to EGAS a Profit and Loss Statement of
its Tax Year not later than four (4) months after the commencement
of the following Tax Year to show its net profit or loss from the
Petroleum operations under this Agreement for such Tax Year.

CONTRACTOR shall at the same time submit a year-end Balance
Sheet for the same Tax Year to EGAS. The Balance Shect and
financtal statements shall be certified by an Egyptian certified
accounting firm.
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ARTICLE XIV
RECORDS, REFORTS AND INSPECTION

(a) CONTRACTOR and/or the Joint Venture Company shall prepare
and, at all times while this Agreement s 1n force, maintain accurate
and current records of their operations in the Area. CONTRACTOR
and/or the Joint Venture Company shall furmish the GOVERNMENT
Or its representatives, in conformity with applicable regulations or as
the GOVERNMENT or its representatives may reasonably require,
information and data concerning their operations under this
Agreement. The Joint Venture Company shall perform the functions

indicated in this Articte XIV in accordance with its role as specified
in Article VI.

(h) CONTRACTOR and/or the Joint Venture Company shall save and
keep a representative portion of each sample of cores and cuttings
taken from drilling wells, to be disposed of, or forwarded to the
GOVERNMENT or its representatives in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
the Joint Venture Company for their own purposes shall be
considered available for inspection at any reasonable time by the
GOVERNMENT or its representatives.

{c)} Unless otherwise agreed to by EGAS, in case of cxporting any rock
samples outside the A.R.E., samples equivalent in size and quality
shall, before such exportation, be dehvered to EGAS as
representative of the GOVERNMENT.

(d) Onginals of records shall only be exported with the perrmission of
EGAS; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside thc A.R.E. may be
exported if a monitor or a comparable record, 1If available, 1s
maintained in the A.R.E.; and provided that such exports shall be
promptly repatnated to the A.R.E. following such processing or
analysis on the understanding that they belong to EGAS.
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(e) During the period in which CONTRACTOR is conducting the
Exploratton operations, EGAS' duly authonzed representatives or
cmployees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGAS' representatives or employees, in exercising
their rights under the preceding sentence of this paragraph (e), shall
not cause any harm to CONTRACTOR's operations.
CONTRACTOR shall provide EGAS with copies of any and all data
(including, but not limited to, geological and geophysical reports,
logs and well surveys), information and interpretation of such data,
and other relevant information in CONTRACTOR's possession.

During the period in which CONTRACTOR conducts the
Exploration operations, CONTRACTOR shall furnish EGAS with

monthly, quarterly, semi-annual and annual technical status reports.

For the purpose of obtaining new offers, the GOVERNMENT and/or
EGAS may at the end of any Exploration period, as it may be
extended pursuant to the provisions of Article V above, or at the date
of termination of this Agreement, whichever 1s earlier, show any

other party geophysicai and geological data with respect to the area
which CONTRACTOR has relinquished.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR's Exploration
operations and shall indemnify the GOVERNMENT and/or EGAS
against all damages for which they may be held liable on account of any
such operations.



Yoo L e PV 5 () OF saadl = Lan Sl ia 4 VoY

Lﬁwgfjjilpd‘iji_,‘i,_;f ﬂ“larﬁamjfbdiﬂbgiu}jdﬂitq
W3l o] s ¢ IS i 8 S 3 A8 e D il s By ppran
s sl gL e B G sl ] e Gl e e iyl n o Lol 5 LS
algYleds pw e Gt Bl P T U e 18 U ALYl o can s
o] i olsll 51 M 5 Al s s i Lo i 3 eyl o gl bl
Bl pa s e mildl [ ualt pY e U sa L] Laaasl ] LS J Ll
dige Lall 5,28 Gl 5 ] A pzal |5 il s lias ol e e Gl 3 a2l ]
A olelhad)) 5f p il e 3 paie 2o piall 5 2 ells 3,85 ol e k3 WY odo b
el Wl el ;a0 aass ¥ ol gyl 51 pt, 81 a8 gy o 51
(5 pubie Sauseabond! Sal4 1)
W 9 |l ! !

038 § yio e adbibl S J 5l G G Lo g5 Uiy s (pmin i 2a AT L2l
AU pand pdlall N ey b g8 Al oldaall a3l 1y 2505
Sildes o Jpin sa « Ll y a8,z 88 28201, J,Latl, ooban] Sy O
ol o o 102 A gy - LYl ads Jkss o iy S as Yy e g Iy el
oo Wiy Y1 by Uyaalt spudl 5 48 2alt 25,880 of JyGtl Olyaly oY1 [ henzo
5 5% A Oldaall Ble] ol b gl 4 jila 1 ] 3l Gy Jleaca Y1 Lia
e il e b | 5 352l ) 38801 T Sy i yay opdin ey . B3] iy
e GS 5 LoD o5 o ool ol 6 eietil e U ¥ oo izl e Y3 )
B Il LI A el N3 18 220835, 200 1yl i,y colden)
oy Ll 4 Glis G Clave o padiny Jad | 3 Leib L Lpauis
0ib (a3 bl GiE s o0y Jidl (B pirl g < LT 3V S s S,
oy 430 () 508 5 e w1 RUL IV e gy 3t dwslll U
ket 1 i Sl Lpde fof Rikll Tikae ol yhann 2] 5 I8 3 e LU
c ot daw 3Lt S bin o gt



i m—— A i

However, in the event that any damage resulis as a consequence of the
issuance of any order, regulation or direction of the GOVERNMENT of
the ALR.E. whether promulgated in the form of a law or otherwise, then
EGAS and/or CONTRACTOR shall be exempted from the responsibility
resulting from the non-performance or delay in performance of any
pbligatton under this Agreement as long as such non-performance or
delay i performance is arising out of the issuance of such orders,
regulations or laws withun the himits ymposed by such orders, regujations
or laws, BOAS and / or CONTRACTOR shall be granied the necessary
period for the restoration of any darmage resulting from the non-performance
or the defay in performance, provided that such granied penod shall be
added to the term of the relevant period of this Agreement at that time
and shall be restricted to the Block(s} affected by such orders, regulations
or laws and shall not exceed the period of delay referred to above.

ARTICLE XVi
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access 1o the Area covered by this Agreement and © the operations
conducied {hereon. Such representatives may examine the books,
registers and records of HGQAS, CONTRACTOR and the Joint Venture
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement, They shall, for this purpose,
be entitied to make reasonable use of the machinery and nstruments of
CONTRACTOR or the Joint Venture Company on the condition that no
danger or impediment to the operations hereunder shall arise directiy ot
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACUTOR or the Joint
Venture Company so that none of their activities endangar or tinder the
safety or efficiency of the operations. CONTRACTOR or the Joint
Venture Company shall offer such representatives all privilcges and
facthities accorded 1o s own ¢mplovees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the fteld for the purpose of
facihtating the obiectives of this Articte X VI Without prejudice to Article
XiVie), any and all information oblained by the GOVERNMENT or #8
representatives under this Article XVI shali be kept confidential with
respect 10 the Area.
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ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It 1s the desire of EGAS and CONTRACTOR that operations
hereunder be conducted in a business-like and efficient manner:

(1)

(2)

The cxpatriate administrative, professional and technical
perscnnel employed by CONTRACTOR or the Joint Venture
Company and the personnel of its contractors for the conduct of
the operations hereunder, shall be granted a residence as
provided for in Law No. 89 of 1960, as amended, and
Ministerial Order No. 8180 of 1996, and CONTRACTOR
agrees that all immigration, passport, visa and employment
regulations of the A.R.E., shall be applicable to all alien
employees of CONTRACTOR working in the ARE. .

A mimimum of twenty five percent (25%) of the combined
salarics and wages of each of the expatnate administrative,
professional and  technical personnel employed by
CONTRACTOR or the Joint Venture Company shall be paid

monthly in Egyptian currency.

(b CONTRACTOR and the Joint Venture Company shall cach seiect its

employees and determine the number thereof, to be used for

operations hercunder.

{(c) CONTRACTOR. shall after consultation with EGAS, prepare and

carry out specialized traiming programs for all its employees in

AR.E. engaged 1n operations hereunder with respect to applicable
aspects of the petroleum industry. CONTRACTOR and the Joint

Venture Company undertake to replace gradually their non-executive

expatriate staft by qualified nationals as they arc available.
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ARTICLE XVII1
LLAWS AND REGULATIONS

(a) CONTRACTOR and the Joint Venture Company shatl be subject to

(b)

Law No. 66 of 1953 (excluding Article 37 thereof), as amended by
Law No. 86 of 1956 as amended, and the regulations issued for the
implementation thereof, including the regulations for the safe and
efficient performance of operations carried out for the execution of
this Agreement and for the conservation of the Petroleum resources
of the A.R.E.; provided that no regulattons, or modification or
interpretation thereof are contrary (o or inconsistent with the

provisions of this Agreement.

CONTRACTOR and the Jomnt Venture Company shall be subject to
the provisions of the Law No. 4 of 1994 concerning the envirenment
and its executive regulation, as may be amended, as well as any laws

or regulations that may be issued, conceming the protection of the

environment.

(c} Except as provided in Arucle III{g) for Income Taxes, EGAS,

CONTRACTOR and the Joint Venture Company shall be exempted
from all taxes and duties, whether imposed by the GOVERNMENT
or municipalities including among others, Sales Tax, Value Added
Tax and Taxes on the Exploration, Deveclopment, extracting,
producing, exporting or transporting of Petroleum and LPG as well
as any and all withholding taxes that might otherwise be imposed on
dividends, interest, technical service fees., patent and trademark
royalties, and similar items. CONTRACTOR shal! also be exempted
from any tax on the ligudation of CONTRACTOR, or disinbutions
of any income to the shareholders of CONTRACTOR, and from any
tax on capital
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(d) The rights and obligations of EGAS and CONTRACTOR under, and
for the effective term of this Agreement shall be governed by and in
accordance with the provisions of this Agreement and may only be
aliered or amended by the written mutual agreement of the said
contracting parties and according to the same procedures by which
the originai Agreement has been 1ssued.

(e} The contractors and sub-contractors of CONTRACTOR and the Joint
Venture Company shall be subject to the provisions of this
Agreement which affect them. Without prejudice to Article XVIII
(b) above, f regulations which are duly 1ssued by the
GOVERNMENT apply from time to time and are not in accord with
the provisions of this Agreement, such regulations shall not apply to
CONTRACTOR, the Joint Venture Company and thewr respective
contractors and sub-contractors, as the case may be.

(f)y EGAS, CONTRACTOR, the Joint Venture Company and their
respective contractors and sub-contractors shall for the purposes of
this Agreement be exempted from all professional stamp duties,
imposts and levies imposed by syndical laws with respect to their
documents and activities hereunder.

(g) Without prejudice to Article XVIII (b) above, all the exemptions
from the application of the A.R.E. laws or regulations granted to
EGAS, CONTRACTOR, the Joint Venture Company, their contractors
and sub-contractors under this Agreement shall include such laws
and regulations as presently in effect or as thereafter amended or
substituted.

ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of Exploraton, Development and preduction of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic interest of this Agreement to the detnment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the AR.E. the proceeds from sales of CONTRACTOR's
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Petroleum, CONTRACTOR shall noufy EGAS of the subject tegistative
or regulatory measure as well as its consequent effects that may cause the
destabilization of the Agreement. In such case. the parties shall negatiate
appropriate moditications (o this Agreement designed o restore the
economic balance thereof which existed on the Effective Date.

The puarties shall use thew best cfforts to agree on the appropnale
amendments 10 this Agreement within ninety (90) days from aforesard

noLCE.

These amendments 1o this Agreement shall in any event neither decrease
nor increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

In the event the purties fail to reach an agreement duning the period
referred to gbhove in this Article, such dispute shall be reterred to the
general rules in seithng the disputes stated o Arlicle XXIV of this
Agreement.

ARTICLE XX
RIGHT OF REQUINITION

(a) In case of national emergency duc to war or imminent expectation of
war or tnternal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
the Joint Venture Company to increase such production o the utmost
possible maximum. The GOVERNMENT may also requisition the
Oil and/or Gas field itself and, if necessary, related facilities.

(b} In any such case, such requisition shall not be effected except atter
inviting EGAS and CONTRACUTOR or their representatives by
registered letter, with acknowledgement of receipt, (o express their

vicws with respect to such requisition.
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{(c) The requisition of productton shall be effected by Ministerial Order.

Any requisition of OQil and/or Gas field itself, or any related facilities,
shall be effected by a Presidential Decree duly notified 10 EGAS and
CONTRACTOR.

{d} In the event of any requisition as provided for above, the

(a)

GOVERNMENT shall indemnity in full EGAS and CONTRACTOR

for the pertod during which the requisition is maintained, including:
(1) All damages which result from such requisition; and

(2} Full repayment each month for all Petroleum extracted by the

GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack 1s not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in

accordance with Article VII{(c).

ARTICLE XX1
ASSIGNMENT

Neither EGAS nor CONTRACTOR may assign 1o a person, firm or
corporation, in whole or in part, any of its rights, privileges, duties or
obligations under this Agreement either directly or indirectly without
the written appm'val of the GOVERNMENT, and 1n all cases priority
shall be given to BEGAS; if It so desire, to obtain such interest

intended to be assigned (except assignment to an Affihated

Company of the same CONTRACTOR Member).
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(b)

(c)

(d)

Without prejudice to Article XX1 (a), CONTRACTOR may assign
all or any of 1ts rights, privileges, duties and obligations under this
Agreement to an Affiliated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notity EGAS and the
GOVERNMENT in writing and obtain the written approval of the
GOVERNMENT on # . assighment.

in the case o! an uassignment cither in a whole or 1n a part to an
Affiliated Company, the assignor fozether with the assignee shall
remain jointly and scveralty liable for all duties and obligations of
CONTRACTOR under this Agreement provided such Affiliated

Company remains in the same capacity as an Affiliated Company.

To enable consideration to be given to any request for such
GOVERNMENT's consent referred to in (a) or (b) above, the
tollowing conditions must be fulfilled:

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

(2} The mstrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
in this Agreement and any modifications or additions in wniting
that up to such time may have been made.

A draft of such instrument of assignment shall be submitted to
EGAS for review and approval before being formaily executed.

(3) The assignor(s) must submit to EGAS reasonable documents
that evidence the assignee’s financial and technical competence.

Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXI shall be free of any
transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duty, or other Taxes or similar payments.
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(¢} Once the assignor and a proposed third party assignee, other than an
Affiliated Company, have agreed the final conditions of an
assignment, the assignor shall disclose in details such final
conditions it a written notification to EGAS. EGAYS shall have the
right to acquire the interest intended to be assigned, if, within ninety
{90} days from assignaocs written netification, EGAS delivers to the
assignor a written nonification that it accepts the same conditions
agreed o with the propos2c third party assignee. If EGAS does not
deliver such notification within such ninety (90) day penod, the
assignor shall have the nght to assign to the proposed third party

assignee, subject to the Government approval under paragraph (a) of
this Article,

{f} As long as the assignor shall hold any interest under this Agreement,
the assignor together with the assignee shall be jointly and severally

tiable for all dulies and obligations of CONTRACUTOR under this
Agreement.

ARTICLE XX1I
BREACH OF AGREEMENT AND POWER T CANCEL

{a} The GOVERNMENT shall have the right 1o cance] this Agreement

by Order or Presidential Decree, with respect to CONTRACTOR, in
the following instances:

(1) If it has knowingly submitted any false statements to the
GOVERNMENT which were of a matenial consideration for
the execution of this Agreement,

{2} H 11 assigns any interest hereurder contrary t¢ the provisions of
Article XXI.

(3} H 415 adjudicated bankrupt by a court of competent risdiction.

(4) If it does not comply with any final decision reached as the
result of court proceedings conducted under Article X X1V(a).
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(5} If it mtentionally extracts any muneral, other than Petroleum, not
authorized by this Agreement or without the authorization of
the GOVERNMENT, except such extractions that may be
unavoidable as the result of the operations conducted hereunder
in accordance with accepted petroleum industry practice and
which shall be notified to the GOVERNMENT or is
representative as soon as possible.

(6) If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1933, as amended by Law No. 86
of 1956 as amended; provided that they, are not contradicted by
the provisions of this Agreement.

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, 1n the event of such cancellation,
CONTRACTOR, shall have the night to remove from the Area
all its personal property.

(b) 1f the GOVERNMIENT deems that one of the aforesaid causes (other
than a force majeure cause referred o in Article XXIH) exsts ©
cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally served
on CONTRACTOR's General Manager, in the legally ofticial
manner and receipt of which is acknowledged by him or by his legal
agents, 1o remedy and remove such cause. But if for any reason such
service is impossible due to un-notified change of . address,
publication in the Official Journal of the GOVERNMENT of such
notice shall be considered as valid service upon CONTRACTOR. If
at the end of the said ninety (90) days notice period such cause has
not been remedied and removed, this Agreement may be canceled
forthwith by Order or Presidential Decree as aforesaid. Provided
however, that if such cause, or the failure 10 remedy or remove such
cause, results fram any act or omission of one party, canceliation of
this Agreement shall be effective only against that party and not s
agatnst any other party hereto.



Yoo T aad T uéfi@ﬁ'} 6 saall ~ Rt 41 3l MY

i t - e b AT

{ gy iy AU BALT)
by BH Boadt

SERFRNEAE R ERURPIN FRTES P TOUR I P Rt
RPN P FOURE P LR U ISR (3 FRIEATS) [ IR IEJh DA 1 P
el T Ul e L had 2 5ally L 3,30 0da ai iy e
JUELESRL PR PR ST PO W0 Sy PACCICIE EVPUER
b o Ll a1 g « Ll il ade 5, 0815001 JE Ol
of do by (LY de ol Te ] Reraallyy vamde oy 3 o130
sk <6 (Lt ] ol et ol gl e e oll3 5,80
L

oty R 0L 2 gl Gl 3 7 5D 300017 Dl ey oo }
oo A ety il sl o ol waikd o gleaas f Dudy ¢ Lia iy Lo
Uin e G20 oot 3] o s 5] liland 5 351 5] e Sl lused
U (e o St ol ¢ g Longin +.$¥ o Jatatly bl aile e Jf....nij
sl padazd¥ (8 ol 00 e e 5T 050 0 B 0875 ik
Gl seadd 3 aghe § ! leges sl ol Jiladhy

Login 1 o alatly ot b3 508 by Rl pie Gof 5 S Jams¥ ()
§ AL B, Ve e U Tt 0550 ke 5l 540d b el Rl o
alliade i Lt jLall

TP I N I  E S BT FFNE -1 FUPSANVS T
RIS U UE R LR RF PN ERS LY F R F: V0 JLAEIN
i:k_ﬁ L I SN WIRPOR EL SN SUCSIT S PP o) IR W1 ad s aslatyali
g5 5l o iilnl i yteen Kol Jumty o] 330 ol alas



AT SUL SIS SN PICH I L VT WU AT

{4}

(b)
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ARTICLE XXII1
FORCE MAJEURE

The non-performance or delay in performance by EGAS and
CONTRACTOR, or either of them, of any obligation under this
Agreement shall be excused if, and to the extent that, such
no-performance or delay is caused by force majeure. The period of
any such non-performance or delay, together 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 thercon and consequently, to the term of this
Agreement, but only with respect to the Exploration or Development
Block{s) affected,

"Force Majeure” within the meaning of this Article XXIII, shall be
any act of God, insurrection, riot, war, strike, and other labor
disturbance, fires, floods or any cause not dug to the fault or
negligence of EGAS and CONTRACTOR or either of them, whether
or not similar 1o the foregoing; provided that any such cause 13
bevond the reasonable control of BGAS and CONTRACTOR, or
either of them.

(¢} The GOVERNMENT shall mcur no responsibiiity whatsoever o

{d}

EGAS and CONTRACTOR, or either of them, for any damages,
restrictions or losses arising in consgquence of such case of force
majeure hereinafter referred to in this Article,

If the force majeure event occurs during the first Exploration pericd
or any extension thereof and continues in effect for a period of six
(6) months, CONTRACTOR shall have the option upon ninety (90}
days prior written notice to EGAS 1o terminate 11s obligations
hereunder without further hability of any kind.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or reiating o this

()

Agrcement or the breuach, termination or tnvalidity thereof, between
the GOVERNMENT and the partics shall be referred tw the

jurisdiction of the competent courts in A.R.E. and shail be finaily

settled by such courts.

Any dispute, controversy or claim arising out of or relating to this
Agreement, or the breach, termuination or invalidity thereof, between
EGAS and CONTRACLTOR shall be settled by arbitration n
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration {the "Center™) 1n effect on
the date of this Agreement. The award of the arbitrators shall be
final and hinding on the parties.

(¢) The number of arbitrators shatl be three (3).

(d) Each party shall appoint one {1) arbitrator. If, within thinty (30) days

after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not netified the claimant in writing of
the narne of the arbitrator he appoints, the claumant may request the
Center (0 appoint the sgcond arbitrator.

(e} The two {2) arbitrators thus appointed shall choosc the thnrd arbitrator

who shall act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arhitrator. then esther party may request the Secrctary General of the
Permanent Court of Arbitration at The Hague, the Netherlands to
designate the appointing avthority. Such appointing authority shall
appuint the presiding arbitrator in the same way as a solc arbifrator
would be appointed under Article 6.3 of the UNCITRAL Arbitration
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{1)

(2)

(h)

Rules. Such presiding arbitrator shall be a person of a nattonality
other than the AR E or the CONTRACTOR's nationality(ies) and of
a country which has diplomatic relations with both the A.R.E. and
the CONTRACTOR's country(ies) and who has no economic mterest
in the Petroleum business of the signatones hereto,

Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the award, shail take place
Cairo, AR.E. .

The decision of the arbitrators shall he final and bmding upon the
Parties, including the arbitration fees and all related issues and the
execution of the arbitrators decision shall be referved to the
competent courts according to the Egyptian laws,

Egyptian law shall apply to the dispute except that in the event of
any conlflict betwesn Egyptian laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail, The arbitration shall be conducted in both English and
Arabic languages.,

If, for whatever reason, arbitration in accordance with the above
procedure can not take place, EGAS and CONTRACTOR will
transfer all disputes, controversies or ciaims arising out of or rejating
to this Agreement or the breach, termination or invahidity thereof
shall be settled by ad hoc arbitration in accordance with the
UNCITRAIL Arbitration Rules in effect on the Effective Date.

ARTICLE XXV

STATUS OF PARTIES

(a} The rights, duties, obligations and Habilities in respect of EGAS and

CONTRACTOR hereunder shall be several and not jomt or
cotlective, it being understood that this Agreement shall not be construed
as constitubing an 8ssociation O COrporation or partnership.
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{b) Fach CONTRACTOR Member shall be subject 1o the laws of the
place where it 15 incorporated regarding its legal status or creation,
organization, charer and by-laws, shareholding and ownership,

Fach CONTRACTOR Member's shares of capital which are entirely
held abroad shall not be negotiable in the A.R.E. and shall not be
offered for public subscription nor shall be subject to the stamp tax
on capital shares nor any tax or duty in the A.R.E.. CONTRACTOR
shall he exempted from the application of Law No. 159 of 1981, us
amended,

{c) Al CONTRACTOR Members shall be wintly and severally liable for
the performance of the obiigations of CONTRACTOR under this
Agreement.

ARTICLE XXV1
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or the Joint Venture Company, as the case may be, and
their contractors shall;

(a) Give priority to local contractors and sub-contractors, including
EGAS' Affiliated Companies, as long as their performance is
comparable with international performance and the prices of their
services are not higher than the prices of other contractors and
sub-coritractors by more than ten percent { i0%;).

(b) Give preference to Jocally manufactured material, equipment,
machinery and consumables as long as their quality and time of
delivery are comparable to internationally available matenal,
gquipment, machinery and consumables. However, such material,
equipment, machinery and consumables may be imported for
operations conducted hereunder if the local price of such items at
CONTRACTOR's or the Joint Venture Company’s operating base
the A.R.E. is more than ten percent (10%) higher than the price of
such imported items before customs duties, but after transportation
and insurance costs have been added.
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ARTICLE XXVII

TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of A.R.E., be referred to in construing or interpreting this Agreement,
provided, however, that in any arbitration pursuant to Article XXIV
herein above between EGAS and CONTRACTOR the Enghsh and
Arabic versions shall both be referred to as having equal force in
construing or interpreting this Agreement.

ARTICLE XXVIII

GENERAL

The headings or titles to each of the Articles of this Agreement are solely
for the convenience of the parties hereto and shall not be used with
respect to the mterpretation of said Articles.

ARTICLE XXIX

APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law is issued by the competent authornties of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any

countervailing Governmental enactment, and the Agreement 1s signed by
the GOVERNMENT, EGAS and CONTRACTOR.

BP EXPLORATION (DELTA) LIMITED
BY: —msommmm o

PETRONAS CARIGALI OVERSEAS SDN.BHD.
BY: cr e e -

SHELL EGYPT N.V.
B Y o

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
BY oo

ARAB REPUBLIC OF EGYPT
BY oo e
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
BP EXPLORATION (DELTA) LIMITED
AND
PETRONAS CARIGALI OVERSEAS SDN. BHD.
AND
SHELL EGYPT N.V.
IN
NORTH DAMIETTA OFFSHORE AREA
MEDITERRANEAN SEA A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 1s a provisional illustrative map at an approximate scale of
(1: 800 000) showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately one thousand six
hundred and four square kilometers (1604 km?). It consists of all or part
of Exploration Blocks, the whole Blocks are defined on three (3) minutes
latitude by three (3) minutes longitude grid.

The delineation lines of the Area tn Annex "B" are intended to be only
tlustrative and provisional and may not show accurately the true position
of such blocks in relation to existing monuments and geographical
features.
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Coordinates of the cormer points of the Area are given in the following

table which {forms an integral part of this Annex "A":-

BOUNDARY COORDINATES
OF
NORTH DAMIETTA OFFSHORE ARFA
MEDITERRANEAN SEA
) Coordinates Block a
No. Latitude (North) Longitude (Luast)
1 06 00" 32° 15 00"
> | 2 o oo | 32° 1§ 00"
3 2 00 00" a1y oo
4 20 01 00" 31° 18" 00"
s | 2 or 60" 3T 22 0o
5 32° 04 00" 310 220 OO
7 2 o 00 | 31 24 00
g 320 03 00 310 24 Q0"
o 327 03 00" ! 31° 30 00"
10 32 07 00" a3 30 oo
Ul 3 e oo IR
12 20 08 00" 30 28 00"
13 32° 08 00" 31" 27 00"
14 37 09 00t | 31 2T 00"




Voo i pamsd VY 3 (o) 08 st~ Reen Jl3a 4 YA
G4 dak b (Jlas) e ds 3,
- “ - - —

i ?‘1 &v* .r"{ iﬁl %ﬁ ¥
¥y ¥, YW i
rn by T | vy
vy Py vy Y ! VA
v ¥s vy VY V4

— — — —
¥y ¥z 2k 4 A% o Y.
Py e v vy 0

- T 1
¥ ¥ vy AR I
¥y VA “py 14 Yy |

"y A "y Y4 ve
vy t. "yy V2 Yo |
¥\ 1. “py iy, v

— — - - 4
Py 1y vy 1, V
¥y 1Y vy 1% YA
r\ TA vy \Y Y4

- - e s - 3

i 4 EA “py YA v.
¥y Y Tey 1A ¥y

; - . — m-;
™y ay vy ! Y




VAS Vo A e s a ¥ 8 () 8F sl — i 30 A

i3 320 0% oo 317 30 00"
16 % 320 L 00" | 31 300 00"
17 3201 o 31° 33 00
18 | 32° 12 o | 31T 33 o
3

19 320127 o | 31° 35 00"
20 32013 : 31 35‘I ﬂﬂ;
21 32° 13 00" 31 36 00"
22 l 32;“ 14 00" | ~32& 3G 00"
23 32° 14 00" 31° 38 00"
74 32° 15 00" 31 38 00

25 32" 15 Q0" 31° 400 00"
26 325 17T O0° 31040 oo
27 32° 17 00" 31° #27 00"
% | s 1 00" 31° .;2* 00"
29 327 12 00" | 310 48 00"
30 327 1% éﬁ” 315 48 00"
31 327 18 Qo 357 0
32 2060 0 317 &7 DGJH
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1 31" 15 00"
2 a3 00" 315 00
3 03 00" 310 16 00"
4 0z 00 31 16 eé“
5 02 00" 31° 17 00"
§ o1 007 3 1T o
y 01' 00" 3016 00"
8 o 00" 310 16 00
9 00 00" 3° 14 QD"
i0 S5 00" 11° 14 00"
¥ s 00" 310 12 00"
12 or 00" 33012 00
;3 or 00" 31 110 00"
14 0 00" 31 100 00
5 02 00" ;:* 4 00"
16 04 00" 117 14 0
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ANNEX " B"

CONCESSION AGREEMENT
FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN NATURAL GAS HOLDING
COMPANY
AND
BP EXPLORAT!ON {DELTA} LIMITED

. AND
PETRONAS CARIGALI OVERSEAS
SON.BHD.

AND

SHELL EGYPT N.V.

IN
NORTH DAMIETTA OFFSHORE
MEDITERRANEAN SEA

A.R.E.

SCALE 1 :800 000
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ANNEX “ B "
MAP OF THE CONCESSION AGREEMENT
NORTH DAMIETTA OFFSHORE AREA
MEDITERRANEAN SEA
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ANNEX "C"
BANK LETTER OF GUARANTEE

Letter of Guarantee No. --- (Cairo -=---------- 20 ),

EGYPTIAN NATURAL GAS HOLDING COMPANY.

Gentlemen,

The undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(hereinafter referred to as "EGAS") to the limit of two hundred fifty three
million U.S. Dollars ($ 253 000 000), the performance by BP
EXPLORATION (DELTA) LIMITED "BP", PETRONAS CARIGALI
OVERSEAS SDN. BHD. "PCOSB" and SHELL EGYPT N.V.
"SHELL" (hereinafter referred to as "CONTRACTOR") of 1its
obligations required for Exploration operations to spend a minimum of
two hundred fifty three million U.S. Dollars ($ 253 000 000} during the
four (4) Years of the first Exploration period under Article IV of that
certain Concession Agreement (hereinafter referred to as the
"Agreement”) covering that Area described in Annexes "A" and "B" of
said Agreement, by and between the Arab Republic of Egypt (hereinafter
referred to as "A.R.E."), EGAS and CONTRACTOR, in North Damietta
Offshore AREA Mediterranean Sea issued by Law No... of 200...

It is understood that this Guarantee and the lability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
said two hundred fifty three million U.S. Dollars ($ 253 000 000) by the
amount of money expended by CONTRACTOR for such Exploration
operations during each such quarter and approved by EGAS. Each such
reduction shall be established by the joint written statement to the
Guarantor by EGAS and CONTRACTOR.
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[n the event of a claim by EGAS of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
mimmum expenditure obligations under Article 1V of the Agrecment.
there shall be no liability on the undersigned Guarantor for pavment to
EGAS unless and until such liability has been established by written
statement of EGAS setting forth the amount due under the Agreement.

It 18 « further condition ot this Letter of Guarantee that:

(1) This Letter of Guarantee will become available only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and EGAS that the Agreement between CONTRACTOR. ARE.
and EGAS has become effective according to its terms, and suid
Guarantee shall become effective on the Effective Date of sad
Agreement.

{2} Thas Letter of Guarantee shall in any cvent automatically expire:

(a) Four (4) Years and six (6) months afler the date it becomes
cifective, or

(b) At such ttme as the total of the amounts shown on quarterly joint
statements of EGAS and CONTRACTOR equals or exceeds the
amount of said mimmum expenditure obligation, whichever is
carlier.

{3) Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said cxpiration dates at the lalest
accompanied by EGAS' writien statement, sctting forth the amount
ol under-expenditure hy CONTRACTOR to the effect that:

(a) CONTRACTOR has failed to perform its expenditure
obligations referred to in this Guarantec. and

(b} CONTRACTOR has failed to pay the expenditure deficiency to
CGOAS.

Ploase return to us this Letter ot Guarantee in the event 1t does nof
become effective. or upon the expiry date.

Yours Faithfully,
ACCOUNTANT I - mmmmmmmm e s e
Manﬁgcr ormm =i m et mm A e m e —— e —

Date U
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ANNEX "C"

Production LETTER OF GUARANTEL

Date e

CGYPTIAN NATURAL GAS HOLDING COMPANY

Gentlemen:

Reterence 1s made to the Concession Agreement {or Cias and Crude Qil
Exploration and Explﬂilutiﬁn in North Damictta  Offshore  Area,
MEDITERRANEAN SEA, AR.E., issued by Law No ___ of 20 by
and between the Arab Republic of Egypt (A.R.E.), The Egyptian ~atural
Gas Holding Company (EGAS), BP EXPLORATION (DiTTA)
LIMITED., PETRONAS CARIGALI OVERSEAS SDN. BHD. and
SHELL EGYPT N.V.: hereinafter referred to as CONTRACTOR.

BP Egypt Production B.V., PICL (EGYPT) CORPORATION LTD,
SHELL EGYPT N.V. and SHELL AUSTRIA G.m.b.h, all the afore
mentioned companies 1n this paragraph shall be hereinafier referred to
collectively as GUARANTOR for BP EXPLORATION {(DELTA)
LIMITED. PETRONAS CARIGALI OVERSEAS SDN. BHD. and
SHELL BEGYPT N.V. as CONTRACTOR hereby undertakes that if
CONTRACTOR spends during the first Exploration period of four (4)
Years of this Agreement less than the minimum amount specified for
such period being two hundred fifty three million U.S. Doliars
{$ 253 000 000) under this Agreement (the difference being hereunder
described as "Shortfall”), anda EGAS notifies BP EXPLORATION
(DELTAY LIMITED, PETRONAS CARIGALI OVERSEAS SDN.
BHD. wd SHELL EGYPT N.V. as CONTRACTOR and BP Egypt
Produciion B.V., PICL (EGYPT) CORPORATION LTD, SHELL
EGYPT NV. and SHELL AUSTRIA G.m.bh as GUARANTOR in
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writing of the amount of the Shortfall, within fifteen {15) days of veceipt
of said notice. BP Egypt Production B.V., PICL (EGYPT)
CORPORATION LTD, SHELL EGYPT N.V. and SHELL AUSTRIA
G.m.bh as GUARANTOR on behalf of CONTRACTOR shall pay that
shortfull to BGAS andfor transfer to EGAS a quantity of Petroleumn
sufficient 1a value to cover the Shortfall.

In case said Petroleum shall be transferred it will be deducted from
GUARANTOR's share of Petroleum production from the Development
Leas s, pursuant to the following Concession Agrecments, such
Petroleurn shall be valued at the time of the transler o EGAS m
accordance with the provisions of Article VII of the Cloncession

Agreements issued by the laws mentioned hereunder;

i- Concession Agreement for Petroleum Exploralton and Exploitation
tw and between the ARAB REPUBLIC QF EGYFPT, EGYPTIAN
GENERAL PETROLEUM CORPORATION, [EOC Producuon
B.V. and BP Egypt Production B.V, in Ras El Burr Offshore Area.
Nile Deita issued by Law No. 88 of 1995 as amended.

2- Uoncession Agreement for Petroleum Exploration and Explotation by
and between the ARAB REPUBLIC OF EGYPT, EGYFPTIAN GEN-
ERAL PETROLEUM CORPORATION, B{; Delta Limited, and
PICL (EGYPTY CORPORATION LTD 1 West Delta Decp Manne
Area, Mediterranean Sea issued by Law No. 89 of 1993 us amended.

3-  Concession Agreement for Petroleum Exploration and B ploitation
by and between the ARAB REPURBLIC OF BEGYPT, RGYPTIAN
GENERAL, PETROLEUM CORPORATION, SHELL EGYPT
N.V, and SHELL AUSTRIA G.m.b.h in Badr it Din Area, Westemn
Desert issued by Law No, 99 of 1980 as amended.
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BP Egypt Production B.V., PICL (EGYPT) CORPORATION LTD.
SHELL EGYPT N.V. and SHELL AUSTRIA G.m.b.h as GUARANTOR
or BP EXPLORATION (DELTA} LIMITED, PETRONAS CARIGALI
OVERSEAS SDN. BHD. and SHELL EGYPT N.V. as CONTRACTOR
may at any time betwee - the datc hereof and the expiration date of this
letter of guarantec submut a bank guaraniee for the Shortfall in a form
satistactory to EGAS, in which event the provisions of this letter shall

automatically lapse and be of no effect.

This letter of guarantee shall expire and become null and void on the date
six (6) months after the end of the first Exploration period of the
Concession Agreement of NORTH DAMIETTA OFFSHORE Area,
Mediterranean Sea, or on the date upon completion ol the

CONTRACTOR's obligations hereunder.

Y ours Faithfully,
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ANNEX "D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE I
FORM AND GOVERNING LAW

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

The Joint Venture Company shali be subject to all laws and regulations
in force in the A.R.E. to the extent that such laws and regulations are not

inconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICLE 11
NAME OF JOINT VENTURE COMPANY

The name of the Joint Venture Company shall be mutually agreed upon
between EGAS and CONTRACTOR on the date of the Commercial

Discovery, and shall be subject to the approval of the Minister of
Petroleum.

ARTICLE I1H
LOCATION OF HEAD OFFICE
The Head Office of the Joint Venture Company shall be in Cairo, A R.E..
ARTICLE IV
OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Venture Company 1 to act as the agency through
which EGAS and CONTRACTOR, carry out and conduct the
Development operations required 1n accordance with the provisions of
the Concession Agreement for Gas and Crude Oil Exploration and
Exploitation in NORTH DAMIETTA OFFSHORE  AREA,
MEIMTERRANEAN SEA, A.RE (hercinafter referred to as the
"Apgrecment”) entered into by and between the Arab Republic of Egypt
(hereinafier referred to as the "AR.E."™), EGAS and CONTRACTOR
issued by Law No. —--——-- of 20----,
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The Joint Venture Company shall also be the agency to carry out and
conduct Exploration operations after the date of Commercial Discovery,
in any portion of the Area converted into a Development Lease, pursuant

to Work Programs and budgets approved in accordance with the
Agreement.

The Joint Venture Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "E" thereto.

The Joint Venture Company shail not engage in any business or
undertake any activity beyond the performance of said operations unless
otherwise agreed upon by EGAS and CONTRACTOR.

ARTICLE V
CAPITAL

The authorized capital of the Joint Venture Company is twenty thousand
(20000) Egyptian Pounds divided into five thousand (5000) shares of
common stock with a value of four (4) Egyptian Pounds per share having
equal voting rights, fully paid and non-assessable.

EGAS and CONTRACTOR shall each pay for, hold and own, throughout
the life of the Joint Venture Company, one half (1/2) of the capital stock
of the Joint Venture Company provided that only in the event that either
party should transfer or assign the whole or any percentage of its
ownership interest in the entirety of the Agreement, may such
transferring or assigning party transfer or assign any of the capital stock
of the Joint Venture Company and, in that event, such transferring or
assigning party (and its successors and assignees) must transfer and
assign a stock interest in the Joint Venture Company equal to the
transferred or assigned whole or percentage of its ownership interest in
the entirety of the said Agreement.



¥ D s ¥V 3 () 0% sl - Ko S b Yot

(uidlad! 8L 1)

Jopa'd!

o plis Gaie Yy plban ol Yy 1S W Lt Y o (o] A8l 8,200 ellad
o sh b Vs Ll de e Uiy doas diie ol 3 Y3 LSLSYT gt
o Wy Rl s o giad | il s 2as e gl s a3 gl 0 7 s
Siis J2L,2Y Lzl 4l La..:J.DJ_,...a_JJFJ(_gJ.;-i EACAEY IR ICH FPOR I N 8
NS PP N [ SPUCTIN [  y WU0% R VS VN DI PSP 7 PRCY B
o sl 32 5l a8 28l 6,800 ey, L AW Laacie Jyll L] Galon] LSl

O e a.sio-ﬂ

(@] BakD)

& Josisd, | 45 puiid! 392

of LUl ade 3 55 lateoy slally Guloul e oS (5 mw o 88281 25,201
ot ad U3 s Loy Tl g ol el s 5 113 oy 382l 48,201
Jslally oloe] cols g 4l Jolall 5] ulol cils pu s U3 ot b LA a3 ol
WY Oliatie cous

(il Bal )

Bylad! ko
] en s Liae (A) 35U o (S 515 s iS22l 38,20,
a5 5l0¥ o s e YT (6) Ba, VUL e ay g (£) Ayl
it daid gby Iy lil] Als [..L-JI JERV PRRUE TV 1 XY W F DRSPS PR Py
ordzia 5ls] dows



Yoo ¥ ey TV 3 () O st - B Sl B

ARTICLE Vi
ASSETS

The Joint Venture Company shall not own any right, itle, interest or
estate in or under the Agreement or any Development Lease created there
under or in any of the Petroleum produced from any Exploration Biock
or Development Lease there under or in any of the assets, equipment or
other property oblained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance of any of the
duties or obliganons of either EGAS or CONTRACTOR under the
Agreement. The Joint Venture Company shall not make any profit from

any scurce whaiscever,
ARTICLE VII
ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be ro more than an agent for EGAS
and CONTRACTOR. Whenever it is indicated herein that the Joint
Venture Company shall decide, take action or make a proposal and the
tike, it is understood that such decision or judgment is the result of the
decision or judgment of EGAS, CONTRACTOR or EGAS and
CONTRACTOR, ag may be required by the Agreement.

ARTICLE VIH
BOARD OF DIRECTQORS

The Joint Venture Company shall have a Board of Directors consisting of
eight (8) members, four (4) of whom shall be designated by EGAS and
the other {our {4} by CONTRACTOR. The Chairman shall be designated
by EGAS and shall also be a Managing Director. CONTRACTOR shall
designate the General Manager who shall also be a Managing Director.
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ARTICLE IX
VALIDITY OF BOARD RESOLUTIONS

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

another Dircctor.
ARTICLEX

SHAREHOLDERS' MEETINGS

General meetings of the Shareholders shall be valid if a majority of the
capital stock of the Joint Venture Company is represented thereat, Any
decision taken at such meetings must have the affirmative vote of

Shareholders owning or representing a majority of the capital stock.
ARTICLE XI

PERSONNEL AND BY-LAWS

The Board of Directars shall approve the regulations coveritig the termis
and conditions of employment of the personnel of the Jomnt Venture
Company empioyed directly by the Joint Venture Company and not
assigned thereto by CONTRACTOR and EGAS.

The Board of Directors shall, in due course, draw up the By-Laws of the
Joint Venture Company and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accordance with

the provisions of Article X hereof.
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ARTICLE X1
DURATION OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall come into existence within thirty (30}
days after the date of Commercial Oil Discovery or within thirty (30}
days after signature of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for in the Agreement {unless

otherwise agreed by EGAS and CONTRACTOR),

The duration of the Joint Venture Company shall be for a period equal 1o

the duration of the Agreement, including any extension thereof.

The Joint Venture Company shall be wound up if this Agreement s

terminated for any reason as provided for therein.

BP EXPLORATION (DELTA) LIMITED

g} e - o] g e e e e L s e e e e P P e bl bt R P R e g
L

PETRONAS CARIGALI OVERSEAS SDN. BHD.

B? : et By el i S m e A e G T S v e e e v e A -y — o
SHELL EGYPT NV,
B v L 8, i v s el bt T e s L e . i 7 o 7, e el W P, 7o L R A R, oL

E

THE EGYPTIAN NATURAL GAS HOLDING COMPANY

n
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

{a) Definitions:

The definitions contained in Article 1 of this Agreement shall apply

to this Accounting Procedure and have the same meaning,

{(b) Statements of Activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,
render to EGAS within thirty (30) days of the end of each
calendar quarter a Statement of Exploration Activity reflecling
all charges and credits related to the Exploration operations
conducted in any portion of the Area not converted into a
Development Lease for that gquarter, summarized by

appropnate classifications indicative of the nature thereof.

(2} Following its coming into existence, the Joint Venture Company
shall render to EGAS and CONTRACTOR within fifteen (15) days
of the end of each calendar quarter a Statement of Development and
Exploration Activity reflecting all charges and credits related to the
Development and Exploration operations conducted in any portion
of the Area converted into a Development Lease for that quarter,
summanzed by approprnate classifications indicative of the nature
thereof, provided that items of contirollable material and unusual

charges and credits shall be detailed.
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(c) Adjustments and Audits:

(1)

(2)

Each quarterly Statement of Exploration Activity pursuant to
Article I(b)(1) of this Annex shall conclusively be presumed to
be true and correct after three (3) months following the receipt
of each Statement by EGAS, unless within the said three (3)
month period EGAS takes written exception thereto pursuant (o
Article IV(1) of the Agreernent. During the said three (3) month
period supporting documents will be available for inspection by
EGAS during all working hours.

CONTRACTOR shall have the same audit rights on the Joint
Venture Company Statements as EGAS under this sub-paragraph.

All Statements of Development and Exploration Activity for
any calendar quarter pursuant to Article I(b)(2) of this Annex,
shall conclusively be presumed to be true and correct after
three (3) months following the receipt of each Statement of
Development and Exploration Activity by EGAS and
CONTRACTOR, unless within the said three (3) month period
EGAS or CONTRACTOR takes written cxception thereto.
Pending expiration of said three (3) month period EGAS or
CONTRACTOR or both of them shall have the right to audit
the Joint Venture Company's accounts, records and supporting
documents for such quarter, in the same manner as provided for
in Article 1V(f) of the Agreement.

(d) Currency Exchange:

CONTRACTOR's books for Exploration and the Joint Venture
Company’s books for Development and Exploration, if any, shall be
kept 1n the A.R.E. in U.S. Dotllars. All U.S. Dollars expenditures
shall be charged 1n the amount expended. All Egyptian currency
expenditures shali be converted to U.S. Dollars at the applicable
rate of exchange ssued by the Central Bank of Egypt on the first
day of the month in which expenditures are recorded, and all other
non-U.S. Dollars cxpenditures shall be converted into U.S. Dollars
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at the buyming rate of exchange for such cumrency as quoted by
National Westmunster Bank Limited, London, at 10.30 a.m. G.M.T.,
on the first day of the month in which expenditures are recorded. A
record shall be kept of the exchange rates used in converting
Lgyptian currency or other non-U.S. Dollars expenditures into U.S.
Dollars.

(e) Precedence of Documicnts:

In the event of any inconsisiency or conflict between the provisions
of this Accounting Procedure anc the provisions of the Agreement
treating the same subject differently, then the provisions of the
Agreement shall prevail.

(f) Revision of Accounting Procedure:

By mutual agreement between EGAS and CONTRACTOR, this
Accounting Procedure may be revised in wniting from time to time
in the light of future arrangements.

(g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as
recoverable costs under the Agreement.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through the Joint Venture Company, pay the
following costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
acccpted accounting principles and treated and recovered in accordance
with Article VII of this Agreement:

(a) Surface Rights:

All dtrect cost attributable to the acquisition, renewal or relinguishment
of surface rights acquired and maintained in force for the Area.
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{h) L.abor and Related Cosis:

{1) Salaries and wages of CONTRACTOR's or the Joint Venture

Company’s employees, as the case may be, directly engaged in
the vartous activities under the Agrecment, including salaries
and wages paid to geologists and other employees who are
temporartty assigned 1o and employed 1o such activities. Such
salarics and wages shall be cortified by a certified public
accounting firm,
Reasonable revisions of such salaries and wages shall be
cficclted to take into account changes in CONTRACTOR'S
policies and amendments of faws applicable 1o salaries. For the
purpase of this Article (b} and Aricle l{c) of this Annex,
salaries and wagas shall mean the assessable amounis for AR.E.
Income Taxes, including the salanes dunng vacations and sick
leaves, but excluding all the amounts corresponding 10 the other
ttems covered by the percentage fixed under (2) below.

{2} For expatrisie employees permanently assigned to A R.E.:
i- All aliowances applicable to salaries and wages;
2- Cost of established plans; and

3- All travel and relocation costs of such expatrniate employees

and their familics to and from the empioyee’s country or
point of origin at the time of cmployment, at the time of
separalion, oF a8 a resuil of tansier from one igcation 1o
another and for vacation (transportaton costs for empioyees
and their families transfermng from the AR.E. to another
location other than their country of ongin shall not be
charged to AR.E, operatons).
Costs under this Article H{bX2) shall be deemed to be squai
to the last apphed percentage, approved by EGAS for
CONTRACTOR 1n Egypt, percent of basic salanes and
wages paid for such exputnate personnel including those pad
durning vacations and sick leaves as  established
CONTRACTOR's intermational policies, chargeable under
Article tH(bY 1), Article HG), Anucle kX1 and Amcle I
{(k3(3) of this Annex, and in case the applicable percentage of
the CONTRACTOR in Egypt 1s not available, fifty percent
{309} will be apphed.
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However, salartes and wages during vacations, sick leaves and
disability are covered by the foregoing percentage. The
percentage outlined above shall be deemed to reflect

CONTRACTOR's actual costs as of the Effective Dute with
regard to the following benehits, allowances and costs :-

i, Housing and utihties allowance.

, Commodities and services allowiance.

LY R

. Special rental allowance.

-

Vacation fransportation aliowance.
5. Vacation travel expense allowance.
. Vacation excess baggage allowance,

. Education allowances (children of expatnate ernployees).

Lo 1 £h

. Hypothetical U.S. tax offset (which results in a reduction of
the chargeable percentage).

9, Storage of personal effects.
1§, Housing refurbishment expense,
11. Properly management service fees,
12. Recreation allowance.
13 Retirement plan.
14. Group life insurance.
5. Group medical msurance,
16. Sickness and disability.
7. Vacation plans paid {excluding allowable vacation travel expenses).

18. Savings plan.
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19, BEducational assistance.

20. Military service allowance.

2L P LCA,

22. Workman's compensation.

23, Federal and = 2 unemployment insurance.

24, Personnel transfer expense,

25, National insurance.

26. Any other costs, allowances and benefits of a sinular nature as

established in CONTRACTOR s international policies,

The percentages outlined above shall be reviewed at intervals of
three {3) Years from the Effective Date and at such time
CONTRACTOR and EGAS shall agree on new percentages 1o e
uses under this Article I{b)(2).

Revisions of the percentage shall 1ake into consideration vanances
inn costs and changes in CONTRACTOR's international pohicies
which modify or exclude any of the above allowances and benefits.

The revised percentages shall reflect as nearly as possible
CONTRACTOR's actual costs of all its established allowances and
henefits and of personme! transfers.

(3} For cxpatriate employees temporarily assigned to the ARE. al

{4)

atlowances, cosis of established plans and all travel andior
relocation costs for such expatriates as paud in accordance with
CONTRACTOR's international polictes. Such costs shall not
include any administrative overhead other than what 18 mentioned
in Articte THK)2) of this Annex.

Expenditure or conirtbutions made pursuant {0 law or assessment
imposed by any governmental authority which are applicable to
labor cost of salaries and wages as provided under Article TKb) 1)
Article TI{(D)(2), Article 1), Article Ik} 1) and Article [I{K)(3) of
this Annex.
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{c) Benelits, allowances and related costs of national employees:

(d)

Bonuses, overtime, customary allowances and benefits on a basis
stmilar to that prevailing for oil companies operating in the ARE.,
all as chargeablc under Article II(b)(1), Article Ii(i), Article 1I(k)(1)
and Article IT(k)(3) of this Annex. Severance pay shall be charged at
a fixed ratc appix-+ .u payrolls which shall equal an amount
equivalent (o the cuximuim uability for severance payment as
required under the A.R.L. Labor Law.

Material:

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or the Joint Venture Company.

{1) Purchases:

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

(2) Material furnished by CONTRACTOR:

Material, required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such matenial from CONTRACTOR's or CONTRACTOR's
Affiliated Companies stocks outside the A.R.E. under the
foilowing conditions:

1. New Material (Condition ""A'")

New Matenal transtferred from CONTRACTOR's or
CONTRACTOR's Affilhated Companies warechouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than international prices for
maierial of similar quality supplied on stmilar terms,
prevailing at the time such matenal was suppiied.
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2. Used Maiertal {(Conditions "B" and "U")

a) Used Material which is in sound and serviceable condition
and is suitable for reuse without reconditioning shali be
classified as Condition "B" and priced at seventy - five
percent {75%) of the price of new matenal.

b} Used Material which cannot be classified as Condition "B”
but which s serviceable for original function but
substantially not suitable for reuse without reconditiorung,
shall be classified as Condition "C" and priced at fifty
percent {50%) of the price of new maternal.

¢) Used Material which cannot be classtfied as Condition "B"
or Condition "C" shall be priced at a vaiue commensurate
wtth its use,

d) Tanks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of knocked
- down new price,

{(3) Warranty of material furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond
or back of the dealer's or manufacturer's guarantee, and n case
of defective material, credit shall not be recorded untid
adjustment has been received by CONTRACTOR from the
manufacturer{(s) or its {(their) agents,

(e} Transportation and Employee Relocation Costs:

(1) Transportation of material, equipment and supplies necessary for
the conduct of CONTRACTOR's or the Jomt Venlure
Company's activities.

{2} Business travel and transportation expenses to the extent covered
by CONTRACTOR's established policics of or with regard to
expatriate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR's or the Jont
Venture Company's business.

{3} Employess transporiation and relocation cosis for national
emplovees to the extent covered by established policies.
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(I} Services:

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

(2) Cost of services performed by EGAS or by CONTRACTOR, or
their Affihated Companies 1n facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGAS and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
involving engineening and design services shall be performed by
EGAS and/or CONTRACTOR or their Affiliated Companies at
a negotiated contract amount.

(3) Use of EGAS', CONTRACTOR's or their Affiliated Companies'’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not
in excess of competitive rates then prevailing in the A.R.E. .

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’

rates shall not include any admimistrative or overhead costs
other than what is mentioned in Article H{(k){(2) of this Annex.

(g) Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or the Joint Venture
Company through the exercise of reasonable diligence.
CONTRACTOR or the Joint Venture Company shall furnish EGAS
and CONTRACTOR with a written notice of damages or losses
incurred in excess of ten thousand U.S. Dollars (310 G00) per
occurrence, as soon as practicable after report of the same has been
recetved by CONTRACTOR or the Joint Venture Company.
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{h} Insurance and Claims:

The cost of any public hiability, property damage and other msurance
against habilties of CONTRACTOR, the Joint Venture Company
and/or the parties or any of them to their emplovees and/or outsiders
as may be requred by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such msurance or claim collected, less the actual cost of making
a clatrn, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good international petroleum industry practices, all related actual
expenditures incurred and paid by CONTRACTOR or the Joint
Venture Company in settlement of any and all Josses, clayms,
damages, judgments and any other expenses, including legal services,

(i} Indirect Expenses:

Camp overhead and fucilities such as shore base, warehouses, water
systems, road systems, salarics and expenses of fiekd supervisory
personnel, field clorks, assistants and other gencral employees
indirectly serving the Area.

{j} Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necassary of expedient for the protection of the Arga, mcludmg
attorney's fees and expenses as hereinafter provided, together with
all judgments obtaingd against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in secunng evidence for the purpose of
defending against any action or ciaim prosecuted or urged agamst
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder are handled hy the
iegal staff of one or more of the parties hereto, a charge
commensurate with the cost of providing and fumishing such
services shall be made to operations.
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(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR is conducting Exploration operations,
the cost of staffing and maintaining CONTRACTOR's head
office in the A.R.E. and/or other offices established in the
A.R.E. as appropriate other than field offices, which shall be
charged as provided for in Article II(i) of this Annex, and
excepting salaries of employees of CONTRACTOR who are
temporarily asstgned to and directly serving on the Area, which
shall be charged as provided for in Article II(b) of this Annex.

(2) CONTRACTOR's administrative overhead outside the AR.E.
applicable to Exploration operations in the A.RE. shall be
charged each month at the rate of five percent (5%) of total
Expioration expenditures, provided that no administrative
overhead of CONTRACTOR outside the A.R.E. applicable to
A.R.E. Exploration operations shall be charged {or Exploration
operations conducted by the Joint Venture Company. No other
direct charges as such for CONTRACTOR's administrative
overhead outside the A.R.E. shall be applied against the
Exploration obligations. Examples of the type of costs
CONTRACTOR is incurring and charging hereunder due to
activities under this Agreement and covered by said percentage
are:

I- Executive - ime of executive officers.

2- Treasury - financial and exchange problems.

3- Purchasing - procuring materials, equipment and supplies.

4- Exploration and Production - directing, advising and controlling
the entire project.

5- Other departments such as legal, controlling and engineering

which contribute time, knowledge and experience to the
operations.

The foregoing does not preclude charging for direct service
under Article IHf)}(2) of this Annex.
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{3y While the Joint Venture Company is conducting operations, the
Joint Venture Compuany's personnel engaged in general clerical
and office work. supervisors and officers whose time s
cenerally spent in the main office and not the hield, and all
employees generally considered as gencral and administrative
and not charged to other types of expenses shall be charged to
operations. Such expenses shall be allocated each maonth
between Exploration and Development operations according {0

sound and practicable accounting methods.
(y Taxes:

All taxes, duties or fevies paid in the ARE, by CONTRACUTOR or
the Jont Venture Company with respect to this Agreement other

than those covered by Arucle Hi{g) 1) of the Agreement,
{m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively i the ARE. after the Joint Venwre
Company 1s formed. No sales expenses incurred outside ot inside the

A.R.E. may be recovered as 4 cost.
{n} Other Expenditures:

Any costs, expenses or expenditures, other than those which are
cavered and dealt with by the foregoing provisions of this Articte I,
incurred by CONTRACTOR vur the Joint Venture Company under

approved Work Programs and budgets.
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ARTICLE HI
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGAS and CONTRACTOR
inventories shall be taken by the Joint Venture Company of the
operations materials, which shall include all such materials, physical
assets and construction projects. Written notice of intention to take
inventory shall be given by the Joint Venture Company to EGAS and
CONTRACTOR at least thirty (30) days before any inventory is to
begin so that EGAS and CONTRACTOR may be represented when
any inventory is taken. Failure of EGAS and/or CONTRACTOR to
be represented at an inventory shall bind them to accept the
inventory taken by the Joint Venture Company, who shall in that
event furnish the party not represented with a copy thereot.

(b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGAS, and a list of overages and shortages shall be jointly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the inventory adjusted by the Joint Venture Company.

ARTICLE 1V

COST RECOVERY

(a) Statements of Recovery of Costs and of Cost Recovery Petroleum:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGAS as promptly as practicable but not later than fifteen
(15) days after receipt from the Joint Venture Company of the
Statements for Development and Exploration Activity for the
calendar quarter a "Statement” for that quarter showing:

t- Recoverable costs carried forward from the previous quarter, tf
any.

2- Recoverable costs incurred and paid during the quarter.
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() Services:

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

(2) Cost of services performed by EGAS or by CONTRACTOR, or
their Affihated Companies in facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGAS and/or CONTRACTOR or their Affiliated
Compames at an agreed contracted price. Major projects
involving engineering and design services shall be performed by
EGAS and/or CONTRACTOR or their Affiliated Companies at
a negotiated contract amount.

(3) Use of EGAS', CONTRACTOR's or their Affiliated Companies’
wholly owned equipment shali be charged at a rental rate
commensurate with the cost of ownership and operation, but not
in excess of competitive rates then prevailing in the AR.E. .

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’

rates shall not include any administrative or overhead costs
other than what 1s mentioned in Article II(k)(2) of this Annex.

(g) Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or the Joint Venture
Company through the exercise of reasonabie diligence.
CONTRACTOR or the Joint Venture Company shall furnish EGAS
and CONTRACTOR with a written notice of damages or losses
ncurred in excess of ten thousand U.S. Dollars ($10 000) per
occurrence, as soon as practicable after report of the same has been
received by CONTRACTOR or the Joint Venture Company.
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ARTICLE VY
. CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:
CONTRACTOR shall establish an Exploration Obligation Control
Account and an off setting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared in accordance with Articte I{b)(1) of this Annex,
less any reductions agreed to by EGAS and CONTRACTOR
following written exceptions taken by a non-operator pursuant to

Arucle I(c)(1) of this Annex, i order to determine when minimum
Exploration obligations have been met.

(b} Cost Recovery Control Account:

CONTRACTOR shall establish a Cost Recovery Control Account
and an off-setting contra account to control therein, the amount of
cost remaining to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, if any.

(¢) Major Accounts:
For the purpose of classifying costs, expenses and expenditures for
Cost Recovery Petroleum as well as for the purpose of establishing
when the minimum Exploration obligations have been met, costs,

expenses and expenditures shall be recorded in major accounts
including the fotlowing:

- Exploration Expenditures;

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

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It i3 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided for in the Agreement,
that any AR.L. Income Tuxes pmid by EGAS on CONTRACTOR's
behalf  constitute  additional income to CONTRACTOR, and this
additional income 1s also subject to AR E. income tax, that is "grossed
up’,

"CONTRACTOR's annuoal income", 33 determuned in Article HI{g)(2) of
this Agreement, fess the amount equal to CONTRACTOR's grossed-up
Egyptian income tax liability, shall be CONTRACTOR's "Provisional

ncome”.

The "Grossed-up Value” 1§ an amount added to Provisional Income to
give "Taxable Income”, such that the grossed-up value is equivalent to

the A.R.E. Income Taxes.
THEREFORE:
Taxable Income = Provisional Income + Grossed-up Value
and
Grossed-up Value = A R.E. Income Tax on Taxable Income.

[t the "AR.E. Income Tax rate”, which meuns the effective or
compaosite tax raie duc o the vanous ARE, tuxes {evied on imcome o

profits, s constant and not dependent on the level of income, then:
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- Grossed-up Value = AR E. income tax rate X Taxable Income.

Combining the first and last equations above

Provisional income X Tax Rate
| - Tax Rate

Grossed-up Yalug =
where the tax rate is expressed as a decimal.

The above computations are itlustrated by the following numerical example.
Assuming that ithe Provisional Income is $10 and the A.R.E. Income Tax
rate is forty percent (40%), then the Grossed-up Value is equal to:

$10x04  _¢647

- 04
Therefore:
Provisional ticome $ 10.00
+ Grossed-up Value + 667
= Taxable Income $ 16.67
ARE. Income Taxes at 40% - 6.67

H

CONTRACTOR's Income afler taxes $ 10.00



Al
n.h_J:I-‘l Yig

. "J \ Lé (
pmmtei C'JL:) 8% saa!
- ;..-..n.w

Y.

ot il Jhadl -
wanibil Bplad ot
42l 33
d




i A
2 3

.
dhhﬂhhﬂ
v

Al

X
-

LY oY

\

a
o

S I EER

Yig

' -

. NdLFankbge gl pewlans

i LU F LR TP XL T Y

hidpdphep roprlier *

Mediterrangan Se

Western

Desert

ANNEX “F-

rHEES P o e it

O A

Map Of National Gas Pipeline Grid System

ot T Z Aty Hrri
L

\

b
AT T ﬂ'r

w._w

Fakd

g § e e

g, "



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

