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CONCESSION AGREEMENT FOR PETROLEUM
EXPLLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
LURKOIL OVERSEAS EGYPT LIMITED
IN

NORTHEAST GEISUM AREA
GULF OF SUEZ
A. R. E.

This Agreement made and entered on this ................ day of .................. \
2003, by and between the ARAB REPUBILIC OF EGYPT (heremaulier

referred to variously as "AR.E." or as the "GOVERNMENT"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a lcgal entity
created by Law No. 167 of 1958 as amended (hereinatter referred to as
"BEGPC") and LUKOIL OVERSEAS EGYPT LIMITED, a limited
liability company organized and cxesting under the laws of Cyprus

(hercinatier referred o as "LUKOIL” or as "CONTRACTOR ).
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WITNESSETH

WHEREAS, atl mnerals including petroleum, existing in mines and
quarries 1n A.R.E., including the territorial waters, and in the seabed
subject to its jurisdiction and extending beyond the terriiorial waters., are
the property of the State; and

WHEREAS, EGPC has applied for an exclusive concession for the
exploratton and exploitation of petrolcum in and throughout the area
referred to in Article II, and described in Annex "A" and shown
approximately on Annex "B”, which arc attached hereto and made part
hereof (hereinafter referred to as the “Area’™); and

WHEREAS, "LUKGIL” agrees to undertake its obligations provided
hercinafter as a CONTRACTOR with respect to the Exploration.
Development and Production of Petroleum m NORTHEAST GEISUM
AREA, Gulf of Suez; and

WHEREAS, the GOVERNMENT desires hereby to grant such
Concession; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of

Law No. 86 of 1956, may enter into a concession agsreement with
EGPC, and with LUKOIL as 4 CONTRACTOR m the said Area.

NOW, THEREFORE, the parties hereto agree as follows:
ARTFICLLE I
DEFINITIONS

(a) “Exploranen” shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the drilling of such shot holes, core holes.
siratigraphic tests, holes for the discovery of Petrolcum or the
appraisal of Petroleum discoveries and other related holes and
wells. and the purchase or acquisition of such supplies, materials,
services and equipments therefor, 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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(b) "Development” shall include, but not be himited to. all the
opcrations and activities pursuant to approved Work Programs and

Budgets under this Agreement with respect to :

(1) the drlling, plugging, deepening. side tracking. re-drilling,
completing, equipping of development wells and the changing

of the status of a well, and

(1) design, engineenng, construction, installation, servicing and
mamicnance of equipment, lines, systems facilitics, plants and
relaled operations 1o produce and operate said development
wells, taking, saving, treating, handling. storing. transporting
and delivering Petroleum, repressuring, recyeling and other

secondary recovery projec(s, and

(111} transportation, storage and any other work or aclivities nccessary

or ancillary to the activities spectfied in (1) and (ii).

(¢} "Petroleum” means Liquid Crude Oil of various densitics,  asphall,
Cias, casinghead gas and ull other hydrocarban substances that may
be found in, and produced, or otherwise obtained and saved from the
Area under this Agreement, and all substances that may be extracted

thereirom.

(d) "Ligqud Crude Oil” or "Crude Oil" or "Oil" meuns any hydrocarbon
produced from the Area which is in & liguid state at the wellhcad or
lease separators or which is extracted from the Gas or casinghead
cus m a plant. Such  liqud state shall exist at sixty degrees
Fahrenhent (60°F) and atmospheric pressure of 14.65 PSIA. Such

term includes distillate and condensate.
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(e} "Gas” means natural gas both associated and non-associated, and all

of its constituent elements produced from any well in the Area (other

than Liquid Crude Oil) and all non-hydrecarbon substances therein.

Said term shall include residual gas, that Gas remaining after
removal of LPG.

() "LPG" means hiquefied petroleum gas, which is a maxture principally
of butanc and propane liquetied by pressure and temperature.

(2) A "Barrel" shall consist of forty-two (42) Umted States gallons,
liquid measure, corected to a temperature of sixty degrees
Fahrenheit (60°F) at atmospheric pressure of 14.63 PSIA,

(h) {1}

"Commercial Oil Well” means the first well on any geological

feature which after testing for a period of not more than thirly
(30) consccutive days where practcal, but in any event n
accordance with sound and accepted industry production
practices and  verified by EGPC, is found to be capable of
producing at the average rate of not less than two thousand
(2000) Barrels of oil per day (BOPD). The date of discovery
of a "Commercial Qi1 Welil” is the date on which such well 18
tested and completed according to the ahove.

(2} "Commercial Gas Well” means the first well on any geological

feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but mm any event In
accordance with sound and accepted indusiry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than fifteen miilion
¢(15,000.000) standard cubic feet of Gas per day (MMSCFL}).
The date of discovery of a "Commercial Gas Weli” 1s the date
on which such well 1s tested and completed according to the
above.
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(1) "A.RE." means ARAB REPUBLIC OF EGYPT.

(1) "Effective Date” mcans the date on which the text ol this
Agreement 15 signed by the GOVERNMENT, EGPC and

CONTRACTOR, after the relevant Law 15 15sued.

(k) (1) "Year" means a period of twelve (12} monihs according to the

Gregorian Culendar.

(2) "Cualendar Yecar” means a period of twelve (12) months
according to the Gregorian Calendar being, 1st January to 31st
December.

(1) "Financial Year" means the GOVERNMENT 's financial year according

to the laws and regulations of the AR E.

(m) " Tax Year " means the pentod of twelve (12) months according 1o the laws

and reculations of the A.R.E.

(n)} An "Affthatcd Company” means a company:

(i) of which the share capital, conferring a majonty of votes at
stockholders’ meetings of such company, is owned directly or
indirectly by 4 party hereto; or

(i) which 1s the owner directly or indircctly ot share capitai
conferring a majority of votes at stockholders' meetings of a
party hereto; or

(1i1) of which the share capital conferring o majority of votes at
stockholders' meetings of such company and the share capital
conferring a majority of votes al stockholders’ mectings of a
parly hereto arc owned dwectly or mdirectly by the same

company.
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"Exploration Block” shall mean an area, the corner points of which
have to be coincident with three (3) minutes by three (3) minutes
latitude and longitude divisions, according to the International Gnd
System where possible or with the existing boundanes of the Area

it

covered by this Concession Agreement as set out in Annex "A".

"Development Block™ shail mean an area, the comer points of
which have to be commcident with one (1) minute by one (1) minute
latitude and longitude divisions, according to the Intemational Grid

System where possible or with the existing boundaries of the Area

covered by this Concession Agreement as set out in Annex "A",

"Development Lease(s)" shall mean the Development Block or
Blocks covering the geoiogical structure capable of production, the
corner points of which have to be comncident with one (1) minute by
one (1) munute latitude and longitude divisions according to the
International Gnd System where possibic or with the cxisting
boundares of the Area covered by this Concession Agreement as set

out in Annex "A".

“Agreement” shall mean this Concession Agrecement and ats
Annexes.
"(ras Salcs Agrecement” shall mean a writien agreement between

EGPC and CONTRACTOR (as sellers) and EGPC or The Lgyptian
Natural Gas Holding Company “EGAS” or a mutually agreed third
party (as buyer), which contains the terms and condinions for Gas

sales from 4 Development Lease entered into pursuant (o Article VI (e).

"Standard Cubic Foot" (SCF} is the amount of (ras necessary to till
one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA at

a base temperature of sixty degrees Fahrenhett (60° F).
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ARTICLE 11
ANNEXES TO THE AGREEMENT

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

Agreement, heremafter referred to as the "Area”.

Annex “B” i1s a provisional illustrative map on the scale of
approximately (1: 450,000) indicanng the Area covered and affected by

this Agreement and described in Annex "A".

Annex “C” is the form of a Letter of Guaranty to be submitted by
CONTRACTOR to EGPC one (1) day before the time of signature by
the Minister of Pctroleum of this Agreement, for the sum of scven
milllon  and ecight hundred thousand TU.S. Dellars ($7,800,000)
guarantceing the execution of CONTRACTOR’s minimum Exploration
obligations hercunder for the imtial two (2) vear Expiloration period. In
case CONTRACTOR exiends the mitial Exploration Peried for one (1)
addittonal peniod of two {2) years 1n accordance with Article 111 {b} of
s Agreemeni, 4 similar Letter of Guaranty shall be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR excreises
1ts option 10 extend. Such letier of Guaranty shall be for the sum of two
million and s1x hundred thousand U.S. Dollars (32,600,000) lcss any
excess expenditures ol the preceding Exploration period permtied for
carry forward in accordance with Article IV (b) third paragraph of this
Agreement. EBach of the 1two Letters of Guaranty shall remain etfective
for six (6) months after the end of the relevant Exploration period for
which it has been 1ssucd except as it may be released prior to that time 1n

accordance with the terms thercof.
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Annex “D” s the {form of a Charter of the Operating Company to be

formed as provided for in Article VI hereof.

Annex *E’ 1s the Accounting Procedure.

Annex “F" is a current map of the National Gas Pipeline Grid System

established by the Government.

The point of delivery for gas shall be agreed upon by EGPC and
CONTRACTOR under a Gas Sales Agreement, which point of delivery
shall be located at the {lange connecting the development leuse pipeline
to the nearest point on the National Gas pipeline Grid System as
depicted 1n Annex "F° or as otherwise agreed by EGPC and
CONTRACTOR.

Annexes "A", "B", "C", "D", "E" and "F" to this Agreement are hereby

made part hereof, and they shall be considered as having equal force and

cftect with the provisions of this Agreement.

ARTICLE 111

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants and conditions set out in this Agreement, which
msolar s they are contrary 10 or inconsistent with any provisions ot
[.aw No. 66 of 1953, as amended, shall have the force of Law, an

exclusive concession tn and 1o the Area described 1im Annexes "A" and

'IIBH-
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The GOVERNMENT shall own and be enuitled. as heremalter
praovided to a royalty in cash or in kind of ten percent (10% ) of the
rotal quantity of Petroleum produced and saved trom the Area during
the Devetopment perioed including renewal. Satd rovalty shall be
bornc and paid by EGPC and shall not be the obhgation of
CONTRACTOR. The payment of royalties by EGPC shall not be
deemed to resuit in income attributable to the CONTRACTOR.

An initial Exploration period of two (2) years shall start from the
Effective Date. One {1) successive extension to the imibal
Exploration period. of two (2} ycars, shall be granted to
CONTRACTOR at its option, upon not less than thirty {30} davs
prior written notice to EGPC. such notice to be given not later than
the end of the initial Exploration period pursuant to the provisions
of Article V (a), and subject only to its having  lulfelled s
obligations hereunder for hat period. This Agreement shall be
terminated if neither a Commercial Oil Discovery nor a Commercial
Gas Discovery 1s cstablished by the end of the fourth (4'™") year of the
Exploration period, as may he extended pursuant o Article 'V (a).
The eleciion by EGPC w0 underiake a sole nsk venture  under
paragraph (¢) shall not exiend the Exploration pertod nor affect the
termination of this Agreement as o CONTRACTOR.

Commercial Discovery:

(i} A Commercial Discovery - whether of Ol or Gas - may consist
of one producing rescrvoir or a group of producing reservolrs
which is worthy of being developed commercially. Afier
discavery of a Commercial Oil or Gas Well, CONTRACTOR
shail, unless otherwise agreed upon with EGPC, undertake as
part of its Exploration program the appraisal of the discovery by
drilling onc ot more appraisal wells, to determine whether such
discovery 15 worthy of being developed commercially. tuking
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into consideration the recoverable reserves, production,
pipeline and terminal facitities required, estmated Petroleum
prices and atl other relevant technical and economic factors.

The provisions laid down herein postulate the umty and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oil and Gas
unless otherwise specified.

(ii1) CONTRACTOR shall give notice of a Commercial Discovery

lo EGPC immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development but
in any event with respect to a Commercial Oil Well not Jater
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, whichever 1s earlier or
with respect to a Commercial Gas Well not  later than twenty
four (24) months following the date of the discovery of the
Commercial Gas Well {(unless EGPC agrees that such period
may be cxtended) except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery with
respect 10 any reservoir or reservoirs even if the well or wells
thereon are not "Commercial® within the definition of
"Commercial Well" if, in 1ts opinion, a reservoir or a group of
reservoirs, considercd collectively, could be worthy ol
commercid] development.

CONTRACTOR may also give a notice of a Commercial Oil
Discovery 1n the event it wishes to undertake a Gas Recycling
Project.

A notice of Commercial Gas Discovery shall contain all

detailed particulars of the discovery and especially the area of

Gas reserves, the estimated production potential and profile and
field hife.
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Within sixty (00) days following receipt of a notice of a
Commercial Oil or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agrecing upon the existcnce of a Commercial
Discovery. The date of Commercial Discovery shall be the
date EGPC and CONTRACTOR jointly agree in writing that a

Commercial Discovery cxists.

(iv) If Crude Oil is discovered but is not deemed by

CONTRACTOR to be a Commercial Oil Discovery under the
above provisions of this paragraph (c), EGPC shall one (1)
month atier the expiration of the period specified above within
which CONTRACTOR can give notice of a Commerciat Qil
Discovery, or thirteen (13) months after the completion of 4
wcll not considered 1o be a "Comrnercial Oil Well", have the
right, following sixty (60) days notice in wriling to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and disposc of all Crade O1l from the geological feature
on which the well has been dnlled. Said notice shall state the
specific area covering said geological feature to he developed.
the wells to be drilled, the production facilities to be installed
and EGPC's estunated cost thereof. Within thirty (30) days after
recetpt of said notice CONTRACTOR may, in writing, elect to
develop such arca as provided for in the case of Commercial
Discovery hereunder. In such event all terms of this Agreement
shall continue to apply to the specified area.

it CONTRACTOR elects not 10 develop such area, the specific
area covering said geological feature shall be set aside for sole
risk operations by EGPC, such area to be mutnally agreed upon

by EGPC and CONTRACTOR on the basis of good petroleum
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industry practice. EGPC shall be entitled to perform or in the
event Operating Company has come into existence, to have
Operating Company perform such operations for the account of
EGPC and at EGPC's sole cost, risk and expense. When EGPC
has recovered from the Crude il produced from such specific
area a quanfity of Crude Qil equal in value to three hundred
percent (300%) of the cost it has incurred in carrying out the
sole risk operations, CONTRACTOR shall have the option,
only 1 the event there has been a separate Commercial Oil
Discovery, elsewhere within the Area, to share in further
development and production of that specific area upon paying
EGPC one hundred percent (100%) of such costs incurred by
EGPC.

Such one hundred percent (100%) payment shali not be
recovered by CONTRACTOR. Immediately following such
payment the specific area shall either (i) revert to the status of
an ordinary Development Lease under this Asgrcement and
thercafter shall be operated in  accordance with the terms
hereot; or (ii) aliematively, in the event that at such time EGPC
or ils Affiliated Company 1s conducting Development
operations 1n the area at its sole expense and EGPC elects to
continue operating, the area shall remain set aside and
CONTRACTOR shall only be entitled to its production sharing
percentages of the Crude Qil as specified in Article V11 (b).
The sole risk Crude Oil shall be valued in the manner provided

in  Article VII {¢). In the event of any termination of this
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Agreement under the provisions of Artcle 1 (b), thas
Acreement shall, however, continue to apply to EGPCUS
operations of any sole risg venture hereunder, altheugh such
Agrcement  shall have been  terminated  with respect 10
CONTRACTOR pursuant to the provisions of Articie II (b).

(d) Conversion to a Development Lease:

(1) Follewing a Commercial Oil Discovery or a Commercial  Gas
Discovery the exient of the wholc area capabie of production 1o
be covered by a Development Leuse shall  be mutually agreed
upon by EGPC and CONTRACTOR and be subject 1o the
approval of the Minister of Petroleum. Such arca shali be
converted automatically into a Development Lease without the
issue of any additional legal insirument or permission.

(i1) Following the conversion of an area to a Development  Lease
based on 1 Commercial Gas Discovery (or upon the discovery
of Gas in & Development Leuse granted following  u
Commercial Oil Discovery). FGPC and CONTRACTOR shall
cndeavor with diligence to find adequate markets capable of
absorbing the production of Gas and with respect (o the local
markets, ECGPC shail advise CONTRACTOR of the potennal
autlets for such Gas and the cxpected annual schedule of
demand. Thereatter, EGPC und CONTRACTOR shall meet
with a view o assessing whether the outlets tfor such Gas and
other relevant fuctors warrant the development and production
of the Gus and in casce of agreement the Gas thus made avatluble
shall be disposed of to EGPC or EGAS under i jong-term Cas
Sales Agreement in accordance with and subject te the
conditions set forth in Article VIL

(iit) The Development period of cach Development Leuse  shall be
as follows:

(aa) In respect of a4 Commercial Onl Iiscovery. twenty (20}
vears (rom the date of such Commercial Lhiscovery plus the
Cxiension Period {as defined below) provided that i the
cvent that, subsequent to the conversion of a Commercial
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Oil Discevery into a Development Lease, Gas is discovered
in the same Development Lease and is used or s capable
of being used locallyv or tor export hereunder. the period ot
the Devciopment Lease shall be extended only with respect
to such Gas. LPG extructed from such Gas and Crude Ohl
in the torm of condensate produced with such Cras for
twenty (20} years {rom the date ot first dchveries of Cras
locally or for export plus the Extenston Period (as dehined
beiow) provided that the duration of such Development
Lease based on a Commaercial Oil Discovery mauy not be
extended heyond thirty-five (35) vears from the date ol
such Commercial Ot Discovery, unless otherwise ugreed
upon between EGPC and CONTRACTOR  and subject 1o
the approval of the Mimster of Petroleam.

CONTRACTOR shali immediately notify EGPC ef any
CGras Discovery bul shall not be required to apply lor a new
Development Lease in respect of such Gas.

(hb) In respect of a Commercial Gas Discovery. twenty  (2()

vears from the date of lirst delivertes of Gas locully or [or
exporit pius the Extension Period (as detined below)
provided that, 1f subscquent to the conversion of 4
Commercial Gas Discovery into a Development Lease,
Crude Oil is discovered in the same Development bease,
CONTRACTOR's share of such Crude Oil frem the
Development Lease (except LPG extracted trom Gas  Or
Crude Oil in the form of condensate produced with Gas)
and Gas assoclated with such Crude Qi1 shall revert
entirely 1o EGPC upon the lapse of twenty (20 years from
the date of such Crude Oil Discovery plus the Extension
Period (as detined below).
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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-tive (35) vears from the date of such Commerciul
Gas Discovery, unless otherwise agreed upon between
EGPC and CONTRACTOR and subject to the approval of
the Minister of Petroleum.

CONTRACTOR shall immediutely notify EGPC of any
O1l Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Oil,

The "Extension Period" shall meun a  period of five (5)
years which may be clected by CONTRACTOR upon six
(6) months writlen request sent by CONTRACTOR to
EGPC prior to the expiry of the relevant twenty (20) year
period supplemented by technical studies including
evaluation of production, expected levels of production
during extension period, CONTRACTOR s obligations and
relevant cconomic consideration. This extension period is
subject to the approval of the Minister of Petroleum.

(¢) Development operations shall tupon the issuance of 4 Development
Lease granted following a Commercial Oil  Discovery, be started
promptly by Operating Company and be conducted in accordance
with good o1l field practices and accepted petroleum engineering
principles, until the field 1s considered to be fully developed, it being
understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way 1o
avond impairing the production in the interests of the partics.

In the event no Commercial Production of Oil in regular shipments
or s deliveries from any Development Block within four (4) vears
from the date of the Commercial Oil Ihscovery. or from the date of
first Gag deliveries for local or export. such Development Block
shall immediately be relinguished, uniess there is a Commercial Oil
or Gus discovery in the Development Lease. Each Development
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Block in a Development Lease being partly within the radius of
drainage of any producing well in such Development Lease shall be
considered as participating in the Commercial Production referred
to above.

Development operations in respect of Gas and Crude Oil 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 to dispose of the Gas, whether for
export as referred to in Article VII or otherwise, be staried promptly
by Operating Company and be conducted 1n accordance with good
sas field practices and accepted petrofeum engineering principles
and the provisions of such agreement or scheme. In the event no
Commercial Production of Gas is estabhished in accordance with
such Gas Sales Agreement or scheme, the Development Leasc
relating to such Gas shall be relinquished, unless otherwise agreed
uron by EGPC.

If, upon application by CONTRACTOR 1t is recognized by EGPC
that Crude O1l or Gas is bheing drained from the Exploration block
under this Agreement into a Development Block on an adjoining
concession area held by CONTRACTOR, the Block being drained
shall be considered as participating in the Commercial Production
of the Development Block in question and the Block being drained
shall be converted into a Development Lease with the ensuing
allocation of costs and production {calculated from the Effecuve
Date or the date such dramage occurs, whichever i1s later} between

the two Concession Areas. The allocation of such costs and

production under each Concession Agreement shall be n the same
portion that the recoverable reserves in the drmmned geological
structure underlying cach Concession Area bears to the total
recoverable reserves of such structure underlying both Concession
Areas. The production allocated to a concession area shall be priced
according to the concession agreement covering that concession
ared.
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(fy CONTRACTOR shall bear and pay all the costs and expenses
requircd in carrying out all the operations under this Agrcement but
such costs and expenses shall not include any 1nterest on investment.
CONTRACTOR shall look only to the Pctroleum t¢ which 1t s
entitled under this Agreement to recover such costs and expenses.

Such costs and expenses shall be recoverable as provided in Asticle
VH. During the term of this Agreement and its rcnewal. the total

production achieved in the conduct of such operations shall be
divided hetween EGPC and CONTRACTOR in accordance with the
provisions of Articie VLI

(g) (1)

Unless otherwise provided. CONTRACTOR shall be subject o
Foyptian  income tax laws and shall comply with the
requiremants of such laws with vespect to the filimg of  relurns.
the assessment of tax, and keeping and showing  of books and
records.

CONTRACTOR's annual mcome for Loyptian imncome 14X
purposes under this Agreement shall be an amount  ealculated
as follows:

The wotal of the sums received by CONTRACTOR [rom ihe
sale or other disposition of all Petroleum acquued by
CONTRACTOR pursuant 1o Article VI {a) and {(b);

Reduced by:
(1) The costs and cxpenses of CONTRACTOR.

(1Y The vazlue as determined according to Awticle VII (c), of
EGPC's share  of the Excess Cost Recovery Petroleum
repaid ta EGPC in cash or in kind, if any,

Plus:

An amount equal to CONTRACTOR's Egyplian mcome Taxes

arossed up in the manner shown in Article Vi ot Annnex "E™
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(3)

{4)

(5}

For purposes of above tax deductions in any Tax Year, Article
VIl {a) shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
perccntage limitation referred to in the first paragraph of
Artcle VII (@) {1). Al costs and expenses of CONTRACTOR
im conducting the operations under this Agreement which are
not confrolied by Article VII {a) as above qualificd shall be
deductible in  accordance with the provisions of the Egyptian
Income Tax Law.

BEGPC shall assume, pay and discharge, in the name and on
behalf of CONTRACTOR, CONTRACTOR's Egyptian income
tax out of EGPC's share of the Petrolcum produced and saved
and not used in operations under Article VI All taxes paid by
EGPC in the name and on hehalf of CONTRACTOR shall be
considerced income to CONTRACTOR.

EGPC shall fumish 1o CONTRACTOR the proper officll
receipts evidencing the payment of CONTRACTOR's Egyptian
incaome tax for cach Tax Year within ninety (9Q) days following
the receipt by EGPC of CONTRACTOR's tax declaration for
the preceding Tax Year. Such receipts shall be 1ssued by the
proper Tax Authorities and shall state the umount and other
particulars customary for such receipts.

As used herein, Egyptian Income Tax shall be inclusive of all
incoime taxes payable in the A.R.E. (including tax on tax} such
as the tax on income from movable capital and the tax on profits
from commerce and  industry and inclusive of taxes based on
income or profits including all dividends, withholding with
respect to shareholders and other taxes Imposed by the
GOVERNMENT of AR.E. on the distribution of income or
protits by CONTRACTOR.
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(0) In calculating 1ts A.R.E. income taxes, EGPC shall be enutled

to deduct all royalties paid by EGPC to the GOVERNMENT
and CONTRACTOR's Feyptian income taxes paid by FEGPC
on CONTRACTOR's behall.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(1) CONTRACTOR shall commence Exploration eperations hereunder

(b)

not dater than six (0} months after the Elfective Date.
CONTRACTOR shall start Exploratory drithing operations i the
Area dunng the miial Exploration penod with a4 commiiment of
remterpreung 3D seismic survey and driiting two (2) wells. EGPC
shall make avarlable for CONTRACTOR s use atl seismic, wells and
other Exploration data in EGPC’s possession with respect to the

Area as OPC 1s entitled 1o 5o do.

The mial Exploraton  penod  shall be two (2} veuars.
CONTRACTCR may cxwend this Exploration pertod lor one (1)
successive extension period of two (2) years, 1t accordance with
Article HI (b), of which upon at least tharty {30) days prior wntten notice
o EGPC, subject w 1y expenditure of is minimum  Explorauon
obhigattons and of 1ts fultitkment of the drilling obligations hercunder, tor

lhe then cumrent peniod.,

CONTRACTOR shall spend a mimmum of seven mithion and cight
hundred thousand U.S. Dollars ($7,800.000) on Exploration operations
and - actvitics  related  therete durng the mnal two (2)  year
Exploranon  penod:. provided that CONTRACTOR  shall
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reinterpretate 3D seismic survey of four hundred thousand U.S.
Dollars ($400,000) out of the sum of seven million and eight
hundred thousand U.S. Dollars {($7,800,000) and shall drill two {2)
wells, For the two (2) vear extension period that CONTRACTOR
clects to extend beyond the imtial Exploration period,
CONTRACTOR shall spend a minimum of two nmullion and six
hundred thousand U.S. Dollars ($2,600,000). During the extension
period that CONTRACTOR elects to extend beyond the initial
Exploration pernod, CONTRACTOR shall dnll one (1) well 1n the

exfension period.

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required (0 be dnlled than the mummum requred dunng the imtal
two (2) year Exploration period, or during the successive period
thereafter, the ¢xcess may be subtracted from the minimum amouni
of money required to be expended by CONTRACTOR or mimimum
number of wells required to be dnlled during the succceding

Exploration period.

in case CONTRACTOR surrenders its Exploration rnghis under this
Agreement as set forth above betore or at the end of the second
(2™ year of the initial Exploration period, having expended less

than the total sum of seven million and eight hundred thousane

($7,800,000) U.S. Dollars, on Exploration or 1n the event at the end
of the second (2"%) year, CONTRACTOR has expended less than
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sard sum in the Area, an amount equal 1o the difference between the
sand seven million and eight hundred thousand ($ 7,800,000y U.S.
Dollars and the amount actually spent on Exploration shall be paid
by CONTRACTOR to EGPC at the time of surrendering or within
51X (6) months from the end of the sccond (_Z"d) vear of the initral
Exploration penoed, as the case may be. Any expenditure deficicney
by CONTRACTOR at the end of the additiona! period for the
reasons above noted shall similarly result m a puyment by
CONTRACTOR to EGPC of such deficichcy. Provided this
Agreement 1s still in force as 1o CONTRACTOR, CONTRACTOR

shail be entitled to yecover any such puvments as Exploration

Lxpenditure in the manner provided tor under Article VI in the

cvent of Commaercial Production.

Without prejudice to Article I (b), 1n case no Commercial Ol
Discovery is established or no notice of Commercial Gas Discovery
18 given by the end of the fourth (4"} vear, us muy be cxtended
pursuznt to Article V (a} orin cuse CONTRACTOR surrenders the
Area under this Agreement prior to such time, EGPC shall not bear

any of the aforesaid expenses spent by CONTRACTOR.

() At least four (4) months prior to the beginning of cach Financial
Year or at such other times as may mutually be agreed 10 by
EGPC and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program and Budget for the Area selling
forth the Exploraton  operations  which  CONTRACTOR

proposes 1o carty out during the cnsuing Yeur.
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The Exploration Work Program and Budget shall be reviewed
by a joint committec to be established by EGPC 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 appomted by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploratton Advisory
Committee shall be designated by EGPC from 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 Work Program and Budget. Following
review by the Exploration Advisory Committee, CONTRACTOR
shall make such revisions as CONTRACTOR  deems
appropriatec and submit the Exploraton Work Program and
Budget to EGPC for its approval.

Foltowing such approval, it is further agreed that:

(1} CONTRACTOR shall not substantally revise oy modify
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC;

(i1} In the event of emergencies nvolving danger of loss of
lives or property, CONTRACTOR may expendg such
additionat unbudgetcd amounts as may be requued 1o
alleviate such danger. Such cxpenditure shall be considercd
in all aspccts as Exploration Expendiiare and shall be
recovercd pursuani to the provisions of Article VII hercof.

CONTRACTOR shall advance all necessary funds for all
materials, equipments, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aforeswud costs.

CONTRACTOR shall be responsible for the preparauon and
performance of the Exploration Work Program which shall be
implemented in a workmanlbke manner and consisient with
good Industry practices.
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Except as 1s appropriatc for the reinterpretation of data,
specialized laboratory engineering and development studies
thereon, to be made 1 specialized centers outside A RE., all
geotogical and geophysical studies as well as any other studies
related to the performance of this Agreement, shall be made in
the A.R.L.

CONTRACTOR shall entrust the management of Exploration
aperations 1 the AR.E. to its technically competent General
Manager and Deputy General Manager. The names of such
Manager and DPeputy (rencral Manager shall, upon appointment,
he forthwith notificd to the GOVERNMENT and to EGPC. The
General Manager and, in hus absence. the Deputy CGeneral
Manager shall be entrusted by CONTRACTOR with suftficient
powcers (0 carry out immediately all tawiul writicn dircctions
given to therm by the GOVERNMENT or its representative
under the erms of this Agreement. All lawlul regulations issucd
or hercalier to be issucd which arve apphcable herecunder and not
in confhict with this Agreement shall apply 10 CONTRACTOR.

(1) CONTRACTOR shall supply EGPC, within thuty (300 days rom

the c¢nd of cach calendar quarter, with a4 Stulement of
Exploration activity showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR's records and necessary
supporting documents shall be available for nspection by
EGPC at any time during regular working hours for three (3)
months from the dite of receiving each statement.

Within the three (3) months from the date of recciving such
Statement, EGPC shall advise CONTRACTOR in writing 1t 1t

considers:

(1) that the record of costs is not correct: or
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(2) that the costs of goods or services supplied are not 1n line
with the international market prices for goods or services
of similar quality supplied on similar 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 sulyect to Article XXV or

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

(4) that the costs incurred are not reasenably required for

operations.

CONTRACTOR shall confer with EGPC in connection with the
problem thus presented, and the parties shall attempt to reach a
settlement which is mutually satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery
Petroleum as a result of reaching agreement or of an arbitral
award shall be promptly made in cash to EGPC, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum
from the date on which the disputed amount(s) would have been
paid to EGPC according to Article VII (a) (2) and Annex “E” of
this Agrecment {(i.¢., the date of rendition of the relevant Cost
Recovery Statement) to the date of payment. The LIBOR ratc
applicable shall be the average of the figure or figures published
by the Financial Times representing the mid-point of the rates
(bid and ask) applicable to one month U.S.Dollars deposits in the
London Interbank Eurocurrency Market on each fifteenth (15th)
day of each month occurring between the date on which the
disputed amount(s) would have been paid to EGPC and the date
on which it 1s settled.
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I the LIBOR rate 1s available on any fifteenth {15th) day but is
not published in the Financial Times in respect of such day for
any rcason, the LIBOR rate chosen shall be that offered by
Cititbank N.A. to olher leading banks 1n the London Interbank
Eurocurrency Market for one month LLS. Dollar deposits.

If such fifteenth (15th) day is not a day on which LIBOR rates
are quoted in the London Interbank Eurocuriency Matrket, the

LIBOR rate to be used shall be that quoted on the next
following duy on which such rates are quoted.

It within the ttme limut of the three (3) month penod provided
tor m this paragraph, EGPC has not advised CONTRACTOR of
its objection o any Statement, such Statement shall be

considered as approved.

CONTRACTOR shall supply ali funds necessary for its
operations 1 the AR E. under this Agreement 1n frecly
convertible currency from ahroad. CONTRACTOR shall have
the right to freely purchase Egyptian currency in the amounts
necessary lfor 1ts operations in the ARE. from any bank or
entity authonzed by the GOVLERNMENT to conduct foreign
CUITENCY exchanges,

(hy EGPC 15 authonzed 1o advance 1o CONTRACTOR the Egyptian

currency required for the operanons under this Agresment
against receiving {from CONTRACTOR @n equivalent ammount
of U.S. Dollars at the officiul AR.E. rate of exchange. such
amount i U.S. Dollars shall be deposited in an EGPC account
abroad with a correspondenti bank of the Nutional Bunk of Lgypt,
Cairo. Withdrawzals from said account shall be  wused ftor
finuncing COPCY and ity Affiliated Companies’ [oreign currency
requirements subject 1o the approval of the Mnuster of Petroleumn.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the second (2"%) vear after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a iotal of
twenty five percent (25%) of the original Area on the Effective Date
not then converted to a Development Lease or Leases. Such
relinquishment shall be 1n a single unit of whole Exploration Blocks
not converted to Development Leases unless otherwise agreed upon
between EGPC and CONTRACTOR so as to cnable the

relinquishment requircments to be precisely fulfilled.

without prejudice to Articles Il and XXIII and the last three
paragraphs of this Article V (a), at the end of the fourth (4”‘) year of
the Exploration perniod. CONTRACTOR shall rebnquish the
remainder of the Arca not then convertcd to a Development

Ledases.

It is understood that at the time of any relinquishment the arcas to
be converied into Development Leases and which are submitted to
the Minister of Petroleum for hus approval according to Artecle 111
(d) shall, subject to such approval, be deemed converted to

Development Leases.

CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks on which a Commercial Oil or Gus Well 15
discovered betore the period of time refeired to in Arucic 111 (c)
given to CONTRACTOR to determine whether such Well 1s a
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Commercizl Discovery worthy of Development or o relingmsh an
Exploration Block in respect of which a notice of Commerctal Gas
Discovery has been given to EGPC subject to EGPC's right to agrec
on the cxisience of & Commercial Discovery pursuant to Article 1l

{c}, and without prejudice to the reguirements of Article HI (e).

n the event at the end of the mitial Expleration penod or cither of
the successtve extensions of the initial Exploration period, 4 well 18
actually drilling or testing, CONTRACTOR shall be allowed up to
six (6) months to enable it to discover a Commercial Q1l or Has Well
or to establish 4 Commercial Discovery, as the case may be.
However, any such extension of up to six (6) months shall reduce
the length of the next succeeding Exploration period. as applicable,

by that amount.

(b)YYOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish  ail
ar any part of the Arew in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinquishment its Exploration obligations under Article 1V (b) have
been satisfied for such period.

Any relinquishments hereunder shall be credited toward the

mandatory provisions of Article V (a) ubove.

Following Commercial Discovery, EGPC and CONTRACTOR shall
mutually agree upon any area 1o be relinguished therealler, except
for the relinguishment provided for above at the end of the total

Exploration period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR may form in
the A.R.E. an operating company pursuant to Article VI (b) and
Annex (D) (heremafter referred to as “Operating Company™) which
company shall be named by mutual agreement between EGPC and
CONTRACUTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said company shall be a private sector
company. Operating Company shall be subject to the laws and
regulations in force in the A.R.E. to the extent that such laws and
regulaions  are not inconsistent with the provisions of this
Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shatl, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or hereafter amended or substituted:

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

- Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited liability
companies;

- Law No. 97 of 1983 promuigating the law concerning public sector
organizations and companics:

- Law No. 203 of 1991 promulgating the law on public business sector
conmpantes; and

- Law No. 38 of 1994, organizing dealings in foreign currencies.

{(I2) The Charter of Operating Company is hereto attached as Annex “D™.
Within thirty (30) days after the date of Commerciat Qi Discovery
or within thitty (30) days after signature of o Gas Sales Apreement
or commencement of 4 scheme 1o dispose of Gas (unless otherwise



Voot die by ol 8 (al) DT sl - e s AT A

ade is5n ULl gl Oy W3 OV e Gin o L) AT S
ixle oy Lol s Lol el Rl 28201 o S5, 160 et
Ut/ IO IS PRI | U <8 S P-POPIEN W ST IS
LTI DY [ 1)

Codl Sl oo b pald D5l s Jus el Sl Al 35,0 s (1)
iy o gylmatdl BLassY Lo Giaf I iiul e dztl v ol Loaidls
Al ik Slbandly 3NS5 o Lo €81 ) naad amy
7ol s e 2 el LI Il il A8 2l aas, L kel ()
iy Gl Sildes e e o LY 2 W U L 251,005 Jea]
i WU e M g i pad (8) )l Jalonsy ¥ as e b ald,
JPUCTNE R I PV B PO NN - T COUS | R VUL POV T IR ST VSPUPL R S b
NS EINY INVSUR I I ) C VNI S LD [OR-SA L - RPN PR N |
hd D51l by Jendl ol s LWl maliy aadyy - (dalalls gt o
- Lgde Zasl,all 3,051

oo (Y il gl gamn ¥ s B el dadld)] 25,207 455 (o)
dpa il gl basl g ot Jylill JT 0 i8 il midsy g8 S
pade JUI g 20 e Sl Ciadly JY Ciadi 8l il i bad
Bt W, le el 3350 o) Je o 280 ¥ suemall oY) Y
Lo W3l adpny Lo &1 il s Olas 3 5w ol o izl

A g



AL P A SO O P N FIE) I I (VWS I UOU [ SV Y

agreed upon by EGPC and CONTRACTOR ), 1he Charter shall take
cffect and Operating Company shall automatically  come  into
cxistence without any further procedures. The BExploration Advisory
Commitiee shall be dissolved forthwith upon the coming into
existence ol the Operaung Company.

(cy Ninety (90} days after the date Operating Company comes into
existence m accordance with paragraph (b} above. it shall prepure o
Work Progrum and Budget for further Exploration iand Developmeni
tor the remainder of the year in which the Commicrcial Discovery is
madc: and not later than four (4) months before the end of the
current Financial Year {or such other date as mav be agreed upon by
EGPC and CONTRACTOR) and ftour (4) months preceding the
commencement of cach succeeding Financial Year thercalter (or
such other datc us may be agreed uvpon by EGPC  and
CONTRACTOR}, Operanng Company shatl preparc an annugl
Production Schedule, Work Program  and  Budeetr [or further
xploratton and Deveclopment for the succeeding Financial Year
lhe Production Schedule, Work Program wand Budget shuil be

submitied to the Board of Directors for approval.

(d) Not later than the twentieth (2(th)y day of cach month, Operating
Company shallt furnish to CONTRACTOR a written cstimate of its
total cash requirements for expenditure for the first half and the
sccond hall of the succeeding month expressed in U.S. Dollars
having rcgard to the approved Budget. Such estimate shall take into

consrderation anv cash expected 1o be on hand at month end.
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Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
{irst {1st) day and fifteenth (15th) day respectively, or the next

following business day, if such day 1s not a business day.

(e) Operating Company 15 authornzed to keep at its own disposal abroad in an
account opened with a correspondent bank of the National Bank of Egypt.
{Cairo, the foreign {funds advanced by CONTRACTOR. Withdrawals
from said account shall be used for payment for goods and services
acquired abroad and for transferring to a locat bank in the A.RE. the
required amount to meet the expenditures in Egyptian Pounds for
Operating Company in connection with its activiies under this

Agreement,

Within sixty (00) days after the end of each Fimancial Year,
Operating Company shall submit to the appropriate exchange control
authorities in the A R.E. a statcment, duly certified by a recognized
firm of auditors, showing the funds credited to that account, the

dishursements made out of that account and the balance outstanding

at the end of the Year.

(1) It and tor as long during the period ot production operations there
eXists an excess capacity in lacilites which can not during the period
of such excess be used by the Operaung Company or
CONTRACTOR ftrom a Development Lease(s) adjacent to the Area,
EGPC shall use the excess capacity if 1t so desires without any
(mancial or opcrational disadvantage to the CONTRACTOR or

Opcrating Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) Cost Recovery Petroleum :

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out of
thirty percent (30%) of all Petroleum produced and saved from
all Development Leases within the Area hereunder and not used
in Petroleum operations. Such Petroleum is hereinafter referrcd

H
""I‘""'

to as “Cost Recovery Petroleum™.

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

terms shatl apply:

- “Exploration Expenditures” shall mean all costs and
expenses for Exploration and the related portion of indirect

expenses and overheads.

2- “Development Expenditures™ shall mean all costs and
expenses for Development (with the exception of
Operating Expenses) and the related portion of indirect

cxpenses and overheads.

3- “QOperating Expenses” shall mean all costs, expenses and
expenditures made after initial Commercial Production,
which costs, expenses and expenditures are not normally

depreciable.
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However, Operating Expenses shall include workover, repair
dand mamtenance of assels but shall not include any of the
following: side trucking, rednllhing and changing of the status of
a well, replucement of asscts or part of an asset, additions,
improvements, renewals or major overhauling that extend the

life of the asset.

Exploranon Lxpenditures, Development Expenditures and
Operaung BExpenses shall be recovered from Cost  Recovery
Petroleum in the following manner:-

(1) "BExploration Expenditures™, mcluding those  accumulated
prior o the commencement of mmual Commercial
Production, which tor the purposes of this Agreement shall
mean the datc on which the first regular shipment of Crude
it or the fust deliveries of Gas are made. shall be
recoverable at the rate of twenty percent (20%) per annum
starting either m the Tax Year in which such expenditures
arc incurrcd and paid or the Tax Ycar in which il
Commercial Productnon commences, whichever 1s the later
date.

(11) “Development Expenditures”, including those accumulited
prior (o the commencement of ninal Commercial
Production whteh for the purposes ol this Agreement shalt
mewn the dute on which the first regular shipment of Crude
il or the brst dehveries of Gas  are made, shall be
recoverable at  the rate of twenty percent (20%) per
annum starting either 1n the Tax Year in which such
cxpenditures are incusted and paxd or the Tax Year 1n
which nittal  Commerciai Production commences,
whichever 1s the later date.
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(iil) “Operating Expenses”, incurred and paid after the date of
initial Commercial Production. which for the purposes of
this Agreement shall mean the date on which the first
regular shipment of Crude ©il or the first deliveries of Gas
are ymade, shall be recoverable either in the Tax Year 1in
which such costs and expenses are incurred and paid or the
Tax Year in which initial Commercial Production occurs,

whichever is the laler date.

(iv) To the exient that, i a Tax Year, costs, cxpenscs Or
expenditures recoverable per paragraphs (1), (i) and (i)
preceding, exceed the value of all Cost Recovery Petroleum
for such Tax Year, the excess shall be carred forward tor
recovery in the next succeeding Tax Year(s) until fully
recovered, but in no case after the termination of this
Agreement, as to CONTRAUTOR.

(v) The recovery of costs and expenses, based upon the rates
referred o above, shall be allocated 1o each quarter
proportionately {one fourth 1o each quarter). However, any
recoverable costs and expenses not recovered in one quarter

as thus allocated, shall be carried forward for recovery in

the next quarter.

(2) Except as provided in Article VII (#) (3} and Articie VII (e) (1),
CONTRACTOR shal each guarter be entitled to take and own
all Cost Recovery Petroleum, which shall be taken and
disposed of in the manner determined pursuant to Article VI

(e). To the extent that the valuc of all Cost Recovery Petroleum
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|as determined in Article VI (¢)] exceeds the actual recoverable
costs and cxpenditures, including any carry forward under
Articie VIT (a) (1) (sv). to be recovered in that quarter, then the
value of such Excess Cost Recovery Petroleum shall be paid by
CONTRACTOR to EGPC cither (1) 1in cash in the manner set
forth in Article IV of the Accounting Procedurc contained in

Annex "E7 or (i1} in kind in gaecordance with Article VII () (3).

(3) Ninety (90) days prior 1o the commencement of each Calendar
Year EGPC shall be centitled to elect by notice in writing to
CONTRACTOR to require payment of up to one hundred
percent (100%) of EGPC's share of Excess Cost Recovery
Petroleum in Kind. Such payment will be in Crude O1l from the
Arca F.OB, cxport ierminal or other agreed delivery point

provided that the amount of Crude O1l taken by EGPC in kind

n a quarter shall not exceed the value of Cost Recovery Crude Ol
actually taken and separately disposed of by CONTRACTQOR
from the Ares during the previous quarter. It EGPC's
entitlement to receive payment ol s share of Excess Cost
Recovery Petrolecum in kind is limited by the foregoing

provision, the balunce of such entitlement shall be paid in cash.
(b) Production Sharing

(1) The remaining seventy percent (709%} of the Petroleum shall be
divided between RGRPC and the CONTRACTOR according to
the following shares. Such shares shall be taken and disposed

of pursuant to Arucle VIIL e
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(i) Crude Oil

Crude Oil produced and
saved under this Agree-
ment and not used 1n Petro-
leum operations. Barrels oil
per day (BOPD) (quarterly
average).

That portion or increment
up to less than 5,000
BOPD,

That portion or increment
from 5,000 and up to less
than 10,000 BOPD.

That portion or mcrement
from 10,000 and up to less
than 25,000 BOPD.

That portion or increment
from 25,000 and up to less
than 50,000 BOPD.

That portion or increment
trom 30,000 BOPD and
above,

(ii) Gas and LPG

Gas and LPG produced and
saved under this Agree-
ment and not used in Petro-
leum operations (SCFD)]
{(quarterly average)

EGPC
SHARE

{seventy seven
percent)
(77%)

{seventy nine
percent)
(79%)

(eighty one

percent )
(81%:)

{eighty three
percent)
(83%)

(eighty five
percent)
(85%)

EGPC
SHARE

(seventy five percent)

(75%)

CONTRACTOR
SHARE

{twenty three
percent)
(23%)

(twenty one

percent)
(21%)

(nineteen
percent)
(19%)

{sevenlcen
percent)
(17%)

(fifteen
percent)
(15%)

CONTRACTOR
SHARE

(tweniy five percent)
(25%:)
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(2) Alter the end of each contractual year during the term of any
Gas Sales Agreement entered into pursuant to Article VII (e),
EGPC and CONTRACTOR (as sellers) shall render to EGPC or
EGAS (as buyer) a statement for an amount of Gas, if any, equal
to the amount by which the quantity of Gas of which EGPC or
EGAS {as buyer) has taken delivery falls below seventy five

nercent (/5%) of the Contract quantities of Gas as cstablished

by the applicable Gas Sales Agreement (the “Shortfall™),
rovided the Gas is availuble. Within sixty (60) days of reccipt
of the statement, EGPC or EGAS (as buyer) shall pay EGPC
and CONTRACTQOR (as selters) for the amount of the Shortfall,
it any. The Shortfall shall be included in LEGPC's and

CONTRACTOR s entitlement to Gas pursuant 1o Article VII {a)

and Article VH (b) in the fourth (4th) quarter of such contractual

VeI,

uannues of Gas not taken but to be paid {or shall be recorded
In a separate “Take-or-Pay Account”. Quantities of Gas ("Make
Up Gas™) which are delivered in subsequent vears in excess of
seventy tive percent (75%) of the contract quantities of Gas us
cstablished by the applicable Gas Sales Agreement, shall be sct
against and reduce quantities of Gas in the “Takc-or-Pay”
account to the extent thereof and, to that extent, no payvment
shall be due in respect of such Gas, Such Make Up Gas shall not
be inclided in CONTRACTOR s entitlement to Gas pursuant 10
Article VII (a) and (b). CONTRACTOR shall have no rights to
stuch Make Up Gas.

It at the end of any Contract vear, EGPC and CONTRACTOR
(as scllers ) fail to deliver seventy five percentl (75%) of the
annual contract quantity of Gas as defined in the Gas Sales
Agreement with EGPC or EGAS (as buyer), the difference
between seventy five percent (75%) of the annual Contract
quantity of Gas and the actual Gas guantity delivered shall be
referred to as the “Deliver - or - Pay Shortfall Gus™. EGPC or
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EGAS ( as buyer) shall have the nght to take a quantity of Gas
equal to Dcliver-or-Puy the Shortfull Gas and such quantity shall
be pniced at ninety percent {(309) of the (as prce as defined in

the Gas Sales Agreement.

" The percentages set forth m Article VII {a) and (h) in respect of
LPG produced from a plant constructed and operated by or on

behalf of EGPC and CONTRACTOR shall apply to all LPG

available for dehivery.

(¢) Valuation of Petroleum:

{1) Crude Oil:

(1) The Cost Recovery Crude Oil to which CONTRACTOR s
entitled hereunder  shall be wvalued by EGPC and
CONTRACTOR at "Market Price” for each calendar quarter,

(11) “Market Price” sha!l mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during the
guarter, whichever is higher, provided that the sales to be used
it arriving at the  weighted average(s) shall be sales of
comparable quantities on comparable credit terms in freely
converiible currency from F.O.B. pomnt of export sales to
non-affiliated companics at arm's length under all Crude Oil
sales contracts then 1n cifect, but excluding Crude Oil sales

contracts mvolving barter and,

(1) Sales, whether direct or mdivect, through brokers or
otherwise, oi EGPC or CONTRACIOR 10 any
Attiliated Company.
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(2) Sales involving a quid pro quo other than payment in a
freely convertible cumency or motivated m whole or 1n
part by consideratuons other than the uasual economic
Incentives for commercial arm's length crude oil sales.

(i} It 15 understood that in the case of “C.LF.” sales, appropriate

deductions shall be made for transport and insurance charges
to culculate the F.O.B. point of export price: and always
taking nto account the appropriate adjustment for quality of
Crude Oil, freight advantage or disadvantage of port of
loading and other appropriate adjustments. Muarket Price shall
be determined scparatcly for each Crude Oil or Crude Qil
mix, and 1or cach port of loading.

(v) It during any calendar quarter, there are no such sales by

EGPC and/or CONTRACTOR under the Crude Oil sales
contracts in clfect. EGPC and CONTRACTOR  shall
mutually agrec upon the Market Price of the barre! of Crudce
Ol 1o be used for such quarter, and  shall be guided by all
relevant and available cvidence including current prices in
freely convertible currency of leading crude oils produced by
mijor ol producing countries {in the Arabian Gulf or the
Mediterranean Area). which arc rcgularly sold in the open
market according 10 actual sales contracts terms but excluding
paper sales and sales promises where no crude oil s

delivered, to the extent that such sales are effected under such
terms and conditions  (excluding the price) not significantly
ditferent  from those under which the crude oil to be
valued, was sold, and always taking nto consideration
appropriate adjustments  for crude o1l quality, {reieht
advantage or disudvantage of port of  loading and other
appropriate adjustments, as the case may be, tor differences
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in gravity, sulphur, and other factors generally recogmized by
sellers and purchasers, as reflected 1n crude pneces,
transportation ninety (90) days insurance prenuums, anusual
fees borne by the seller, and for credit terms 1n excess of
sixty (60) days, and the cost of loans or guarantees granted
for the benefit of the sellers at prevailing inferest rates,

It 15 the intent of the Parties that the value of the Cost

Recovery Crude Qil shall reflect the prevailing market price
for such Crude Oil.

(v} If either EGPC or CONTRACTOR considers that the Market

Price as determined under sub-paragraph (11) above does not
reflect the prevailing Market Price or in the event EGPC and
CONTRACTOR fail to agree on 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 thercafter (o submit to a single arbitrator
the question, what single price per barrel, in the arbitrator's
judgment, best represents for the pertinent quarter the Market
Price for the Crude Oil in guestion. The arbitrator shall make
his determination as soon as possible following the quarter in
question. His determination shall be final and binding upon
all the parties. The arbitrator shall be selected in the manner
described below.

In the event EGPC and CONTRACTOR fail to agrec on the
arbitrator within thirty (30) days from the date any party
notifies the other that it has decided to submit the determination
of the Market Price to an arbitrator, such arbitrator shall be
chosen by the appointing authority designated in accordance
with Article XXIV (e), or such other appointing authority with
access to such expertise as may be agreed to between EGPC
and CONTRACTOR, with regard to the qualifications for
arbitrators set forth below, upon written application of one or
both of EGPC and CONTRACTOR. Copy of such
application by one of them shall be promptly sent to the other.
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The arbitrator shall be as nearly as possible a person with an
established reputation in the internatienal petroleumn industry as
an expert in pricing and marketing crude oil n international
commerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with both the AR E.
and Russia. He may not be, at the time of selection, employed
by, or an arbitrator or consultant on a continuing or frequent basis
to, the American Petroleum Institute, the Organization of the
Pewroleum Exporting Countries or the Organizatton of Arab
Petroleum Exporting Countries, or a consultant on a continuing
basis to EGPC, CONTRACTOR or an Affiliated Company of
either, but past occasional consultation with such companies,
with other petroleum companies, govermnmental agencies or
organizations shall not be a ground for disqualification. He may
not have been, at any time during the two (2) ycars before
sclection, an employee of any petroleum company or of any
covernmental agency or organiZation.

Should a selected person decline or be unable to  scrve as
arbitrator or should the position of arbitrator tall vacant priot to
the decision called for, another person shall be chosen in the
same manner provided in this paragraph. EGPC  and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrater shall make his determination 1in accordance with
the provisions of this paragraph, based on the best evidence
available to him. e will review oil sales contracts as well us
other sales data and information but shall be free o evaluate
the extent to which any contracts, data or information 1s
substantiated or pertinent. Representatives of EGPC  and
CONTRACTOR shall have the right to consult with the
arbitrator and fumish him written materiais provided the
arbitrator may impose reasonable limitations on this nght.
EGPC and CONTRACTOR euch shail cooperate with the
arbitrator to the fullest extent and each shall insure such
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cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data
and information which EGPC and CONTRACTOR or their
trading companies are able to make available and which in the
judgment of the arbitrator might aid the arbitrator in making a
vaiid determunation.

{vi) Pending Market Prnice agreement by EGPC and CONTRACTOR

or determination by the arbitrator, as applicable, the Market
Price agreed tor the quarter preceding the quarter 1n question
shall remain temporanly 1n effect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
promptly be reimbursed such loss by the other party plus ssimple
interest at the LIBOR plus two and ene - half percent (2.5%) per
annum rate provided for tn Article IV (f) from the date on which
the disputed amount(s} shouid have been paid to the date of
payment.

(2) Gas and [.PG

(1)

(11)

The Cost Recovery and Production Sharing Gas Price will be
agreed upon between CONTRACTOR and EGPC or EGAS
after the Commercial Discovery and before converting an area

{0 a development lease{s) according to the average prevatling

Gas price of the Medilerranean region at that ime. Except Gas
for export (LNG), where production sharing Gas price will be
at net back price.

The Cost Recovery and Production Shares of (LPG) produced
from a plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be separately valued for Propane and
Butane at the outlet of such LPG plant according to the
following formula {unless otherwise agreed between EGPC and

CONTRACTOR):
PLPG = DUYS5PR-() X085 X

42.96 x 10° )
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Where

PLPG

PR

LPG price (separately determined for Propanc and
Butanc) in U.S. Dollars per metric ton.

1he average over a period of a month of the figures
representing the mid-point between the high and low
prnices in U.S Dollars per metric ton quoted in
“Platt’s LPGaswire™ during such month for Propane
and Butane FOB Ex-Ret/Stor. West Mediterrancan.

B 1U’s removed from the Gas stream by the LPG plant
per metric ton of LPG produced.

a valuc in U.S. Dollars per metric ton of the crude oil
of Gulf of Suez Blend "FOB Ras Shukheir" A R.E.
calculated by referring to "Platt’s OGileram Price
Report” during a month under the heading "Spot
Crude Price Assessment for Suez Blend", This value
reflects the total averages of the published low and
high values for a Barrel during such month divided
by the number of days in such month for which such
values were quoted. The value per metric ton shall be
calculated on the basis of a conversion factor to be
agreed upon annually between EGPC and CON-
TRACTOR.

In the event that “Platt’s LPGaswire” 1s i1ssucd on
certain days dunng a month but not on others, the
value of (PR) shall be calculated using only those
issues which are published during such month. In the
event that e value of (PR) can not be determined
because “Plaits LPGaswire™ 18 not published at all during
a month, EGPC and CONTRACTOR shall meet and
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agree 1o the value ol (PR} by reference to other
publishied sources. In the cvent that there are no such
other published sources orif the value of (PR) cannot
he determined pursuant to the foregommg for any
other reason. EGPC and CONTRACTOR shall meet
and agree the vaiue of (PR} by reference to the value
of LPG (Propane and Butane) delivered FOB from
the Mediterranean Area.

Such valuation of LPG 1s based upon delivery at he
detivery point specified 1n Article Vil {e) (2) (i},

(111} The prices of Gus and LPG so calculated shall apply during the
samg month.

(iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC
or EGAS pursuant to Article VII (e)shall be valued at thew
actual realized price.

{d} Forecasts:

Operating Company shall prepare (not less than ninety (90)  days
prior to the beginning of cach calendar semester following tirst
regular production) and furnish 1n writing to CONTRACTOR  and
EGPC a tforecast setting out a tolal guantity of Pelroleum that
Operatine Company estimates can be produced, saved and
transported hereunder during such calendur semester in accordance
with good o1l and gas industry practices.

Operating Company shail endeavor to produce each calendur
semester the forecast quantity. The Crude Oil shall be run to storage
tanks or offshore loading facilities constructed, maintained and
operated according to Government Regulations, by Operating
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 Operating Company in
accordance with the provisions of Artclke VII {(e).
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(e) Disposition of Petroleum:

(1)

EGPC and CONTRACTOR shall have the night and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oi! 10 which each is
entitled under Asticie VI {a) and (b). Subject to payment ot
sums due to EGPC 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 {rom the salc of
its share of Petroleum.

Notwithstunding anything to the contrary under this Agreement,
priority shall be given to meet the requirentents of the A R.L.
market from CONTRACTOR's share under Artcle VII (b) of
the Crude Oil produced from the Area and EGPC shall have the
preferential right to purchase such Crude il at a price to be
determined pursuant to Article VII {¢). The amount of Crude
O1l so purchased shall be a portion of CONTRACTOR's share
under Article VII (b). Such amount shall be proportional to
CONTRACTOR's share of the total production of crude ol
from the concession areas in the A.R.E. thal are also subject to
EGPC's preferential right to purchase. The payment for such
purchased amount shail be made by EGPC 1in U.5. Dollars or in
any other freely <convertible currency remittable by
CONTRACTOR abroad.

It is agreed upon that EGPC shall nouty CONTRACTOR, at
least forty-five {45) days prior to the beginning of the Calendar
Semester of the amount 10 be purchased during such semester
untder this Anticle VII (e) (1)

(2} With respect to Gas and LPG produced from the Arca:

(1) Priority shall be given to meet the reguirements of the local
market as determined by EGPC,
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(i) In the event that EGPC or EGAS 1s to be the buyer of Gas,

the disposition of Gas to the local markets as indicated
above shall be by virtue of long term Gas Sales Agreements
to be entered into between EGPC and CONTRACTOR (as
sellers) and EGPC or EGAS (as buyer).

EGPC and CONTRACTOR (as scllers} shali have the
obligation to deliver Gas to the following point where such
Gas shall be metered for sales, royalty and other purposes
required by this Agreement:

{a) In the event no LPG plant is constructed to  process
such (Gas, the delivery point shall be at the flange
connecting the Lease pipeline to the nearest pomt on
the National Gas Pipeline Gnd System as depicled 1n
Annex "F” hercto or as otherwise agreed by EGFC and
CONTRACTOR.

(b) In the event an LPG pluant 18 constructed to process
such Gas, such Gas shall, for the purposcs of valuation
and sales, be metered at the inlet to such LPG Plant.
However, notwithstanding the fact that the metering
shall take place ai the LPG Plant inlet, CONTRACTOR
shail through the Operating Company build a pipeline
suitable for transport of the processed Gas from the
L.PG Plant outlet 1o the nearest point on the National
GGas Pipeline Grid System as  depicted in Annex "F’
hereto o1 otherwise agreed by EGPC  and
CONTRACTOR. Such pipehne shall be owned in
accordance with Article VIII {a) by EGPC, and 1is cost
shall be financed and recovered by CONTRACTOR as
Development Expenditures pursuant to Avticle VI
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(iil) EGPC and CONTRACTOR shall consult together to
determine whether to build an LPG plant for recovenng
LLPG from any Gas produced hereunder. In the event EGPC
and CONTRACTOR decide to buitd such a plant, the
plant shall, as is appropriate. be in the vicinity of the point
of delivery as determined in Article II and Article VIil(e)?2
(ii). The delivery of LPG for, rovalty and other purposcs
required by this Agreement shall be at the outlet of the LPG
plant. The costs of any such LPG plant shall be
rccoverable 1n accordance with the provisiens of  this
Aereement unless the Minister of Petroleum agrees to
accelerated recovery.

(iv) EGPC or EGAS (as buyer) shall have the option to elect,
by ninety (90) days prior writicn notice to EGPC and
CONTRACTOR (as sellers), whether payment for the Gas
which is subject to a Gas Sales Agreement between EGPC
and CONTRACTOR (as sellers) and EGPC or EGAS (as
buyer) and LPG produced from a plant constructed and
operated by ot on behall of EGPC and CONTRACTOR, as
valued in accordance with Article VII (c), and to which
CONTRACTOR is entitled under the Cost Recovery
and Production Sharing provisions of Article VI, of this
Agreement shall be made 1) in cash or 2) 10 Kind.

Payments in cash shall be made by EGPC or EGAS (as
huyer) at iniervals provided for in the relevant Gas Sales
Agreement in U.S.Dollars, remittable by CONTRACTOR
abroad.

Payments in kind shall be calculated by convertimg  the
value of Gas and LPG to which CONTRACTOR 1s
entitled into cquivalent banels of Crude Oil to  be taken
concurrently by CONTRACTOR from the Area, or 1o the
extent that such Crude Oil is msufficient, Crude Ol from
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CONTRACTOR's other concession areas or such other
areas as may be agreed. Such Crude Oil shall be added to

the Crude Q1 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
abroad to the extent thart there is msufficient Crude Oil

available for conversion as provided for above;

(bb) Payment of the value of Gas and LPG shall always be
made 1n kind as provided for above to the extent that
payments 1n cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR's Cost Recovery Petroleum,  shall
be 1ncluded in CONTRACTOR's Statement of Recovery
of Costs and of Cost Recovery Petroleum refered to in Article
IV of Annex "E" of this Agreement.

(v} Should EGPC or EGAS (as buyer) fail to enter into a long-term
Gas Sales Agreement with EGPC and CONTRACTOR (as
scllers) within four (4) years from a notice of Commercial Gas
Discovery pursuant to Article 11, EGPC and CONTRACTOR
shall have the nght to take and freely dispose of the quantity of
(sas and LPQG in respect of which the notice of Commercial
Discovery is given by exporting such Gas and LPG.
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(vi) The proceeds of siale of CONTRACTOR's share of Gas and LPG
disposed of pursuant to the above sub-paragraph {v) may be

l1ee

(vi1) In t

y remitted or retained abroad by CONTRACTOR.
he event EGPC and CONTRACTOR agree to accept new

Gas and LPG producers to join 10 an ongoing export progect,
such producers shall have to contribute a fair and cquitable
share of the mvestiment made.

(viil) (aa) Upon the expiration of the four (4) vear penied referred to

in Article VI (e} (2) (v), CONTRACTOR shall have the
obligation to exert its reasonable cftorts 1o find an export
murket for Gas reserves.

(hb) In the event at the end of the four (4) yeur period reterred

tor under Article VIE (e) (2) {v), CONTRACTOR and
EGPC have not enterced imto a Gas Sules Agreement.
CONTRACTOR shall retain 1ts rnights to such €as
reserves for a lurther period of up to four (4) years,
subject 1o Ariicte VIT {e) (2) (viiy (co), during which
period EGPC and CONTRACTOR shull attempt to find a
market for Gas reserves,

{ccy In the event that CONTRACTOR 15 nat cxporting the

Gas and CONTRACTOR has not entered into a Gas Sales
Agrcement pursuant 1o Article VE (¢} (2) pnor 1o the
expiry of etght (8) vears from CONTRACTOR s notice of
Commercial  Gas  Discovery, CONTRACTOR  shall
surrender the Gas reserves in respect of whtch such noiice
has been eiven. It being understood that CONTRACTOR
shall, at anv time prior o the expiry of such eight (8) year
pertod, surrender the (as reserves, 1if CONTRACTOR 15
not cxporting the Gas and CONTRACIOR docs not
accept an offer of a Gas Sules Agreement from EGPC
within six (6) months from the dale such offer s made
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provided that the Gas Sales Agreement offered 1o
CONTRACTOR shall take into consideration the relevant
lechmical and economic factors o enable a commercial
contract including:

- Asutficient delivery rate.

- Delivery pressure to enter the National Gas Pipeline Grid
System at the point of delivery.

- Delivered Gas quality specifications not more stringent
than those imposed or required for the National Gas
Pipeline Grid Systcm.

- The Gas prices as specified in this Agreement.

(dd) In the event that CONTRACTOR has not entered into a
Gas Sales Agreement pursuant to Article VII (e} (2) or
otherwise found an acceptable scheme for commercial
disposal of such Gus, al the time of the expiration of ejght
(&) years from CONTRACTOR s notice of Commercial
Dhiscovery of Gas or tailing agreement with EGPC on oas
disposaul  at  the exprrauon  of  eight (8)  vears,
CONTRACTOR  shall  supender to EGPC  such
Development Lease (s) in which Gas discovery is made.

(Ix} CONTRACTOR shall not be obligatcd to surrender o
Development Lease based on a Commercial Gas Discovery, if
Crude Oil has been discovered in commercial quantities in the
same Development Lease.

{fy Operations:

[t following the reversion to EGPC of any rights to Crude Qil
hereunder. CONTRACTOR rctains rights to Gas in the same
Development Lease, or if, {ollowing surrender of rights to  Gas
hereunder, CONTRACTOR retains rights to Crude OQil in the swmnce
Developmoent Lease, operations 1o explore for or exploit the
Petroleum,the rtghts to which have reverted or been surrendered (Ol
or Gias as the case may be) may only be carried out by Operating
Compuany which shall act on behalf of EGPC ulone. unless
CONTRACTOR and EGPC agree otherwise.
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{g) Tanker Scheduling:

Al a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree upon «
procedure [or scheduling tanker liftings from the agreed upon point
of export,

ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall become the owner of ail CONTRACTOR acquired and
owncd assets which asscts were charged 1o Cost Recovery by
CONTRACTOR in connection with the operations carmied out by
CONTRACTOR or Operating Company in accordance with the
following:

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

(2y Title to fixed and movable asscits shull be transfcrred
automatically and gradually [tom CONTRACTOR to EGPC us
they become subject to recovery in accordance with (he
srovisions of Article VIE however the full title to fixed anl
movable  assets  shall bhe transferred automancally  from
CONTRACTOR to EGPC when its total cost hus been
recovered by CONTRACTOR in  accordance  with  tac
provisions of Acticle VII or at the Ume of lermination of this
Agreement with respect to all assels chargeable to  the
operations whether recovered or not, whichever fivst ocours.

The book value of the asscts created during cach  calendar
quarter shall be communicated by CONTRACTOR to EGPC or
by Operating Company to EGPC and CONTRACTOR  within
thirty (30) days of the end of cach quarter.

(b) During the term of this Agrcement and the renewal period  EGPC.
CONTRACTOR and Operating Company are entitled to the full use
and enjoyment of all fixed and movable assets relerred w above (N
conneclion with operations hercunder or under any other  Petroleum
concession agreement entered into by the Parties. Proper aecounting
adjustment shall be made. CONTRACTOR and EGPC shall not
dispose of the swme except with agrecment of the other.
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CONTRACTOR and Operating Company may freely import into
the A.R.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease
accordance with good industry practices, including but not limited to

the lease of computer hardware and software.

ARTICLE IX

BONUSES

CONTRACTOR shall pay to EGPC as a signature bonus the sum of
seven hundred and fifty thousand (750,600) U.S. Dollars on the
Eftective Date.

CONTRACTOR shall pay to EGPC the sum of one million
(£,000,000) U.S. Dollars as a production bonus when the total
average daily production from the Area hirst reaches the rate ol ten
thousand (10,000) Barrels of o1l per day or equivalent for a period of
thirty (30) conseculive producing days. Payment will be made within
fiftreen (15) days thereafter,

(¢} CONTRACTOR shall also pay to EGPC the additional sum of three

million (3,000,000) U.S. Dollars as a production bonus when the
total average daily production trom the Area first reaches the rate of
twenty five thousand (25,0003 Barrels of oil per day or cquivalent
for a period of thirty (30) consecutive producing days . Payment will
be made within fifteen (15) days thereafter.

(d)y CONTRACTOR shall also pay to EGPC the additional sum of five

million (5,000,000) U.S. Dollars as a production bonus when the
total average daiiy production from the Area lirst reaches the rate of
fifty thousand (50.000) Barrels of o1l per day or equivalent for a
period of thity (30) consecutive producing days. Payment will be
made within titteen (15) days thereafter.
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(¢) CONTRACTOR shall also pay to EGPC the additional sum of ten
million (10.600,000) U.S. Dollars as a4 production bonus when the
total average daily producton from the Arca first reaches the rate of
one hundred thousand (100,000) Barrels of otl per day or equivalent
for a period of thirty (30) consecutive producing days. Payiment wil]
be made within {ifteen {15) days thereafter.

(1) CONTRACTOR shall pay to EGPC as a bonus the sum of five
hundred thousand (500,000) U.S. Dollars on the date of the approval
o entcr nto the five (5) years cxtension period pwrsuant 10 Article
I11 paragraph (d) (3) (bb).

(g) Ali the above mentioned bonuses shall in no event be recovered by
CONTRACTOR,

(h) In the event that EGPC clects to develop any part of the Ares
pursuant 1o the sole nisk provisions of Article Il (¢) (iv), production
from such sole risk area shall be considered for the purposes of this
Article [X only if CONTRACTOR exercises its option o share in
such producuon, and only from the initial date of sharine.

(1) Gas shall be taken into uccount for purposes of determinging the total
average dailly production from the Area under Articie 1X (b-¢) by
converting daily Gas delivered into equivalent barrels of daily Crude
O:l production in accordance with the following formula.

The tollowing formula shall be applied for equivalent barrels of Gas
MSCE X H X 0.167 = equivalent barrels of Crude Oil
where
MSCI = one thousand Standard Cubic Feet of Gas.

H = the number of million Brtish Thermal Units (BTUs
per MISCT).
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ARTICLE X
QFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A.R.E. at which notices shall

be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all
local written directions given to them by the Government or its representatives
under the terms of this Agreement. All lawful regulations issued or
hereafter to be issued which are applicable hereunder and not in conflict
with this Agreement shall apply to the duties and activitics of the
General Manager and Deputy General Manager.

All matters and notices shall be deemed o be validly served which are
delivered to the office of the General Manager or which are sent to him
by registered mail 1o CONTRACTOR's office in the AR.L.

All matters and notices shatt be deemed to be validly served which are
detivered to the affice of the Chairman of EGPC or which are sent to
him by registered maif at EGPC's main office in Cairo.

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(2) Operating Company shall take all proper mcasures, according  to
gencrally accepted methods in use 0 the o1l and gas industry to
nrevent loss or waste of Petroleum above o under the acround 1n any
form during drilling, producing, gathering and distributing ot storage
opcrations. The GOVERNMENT has the right to prevent any
operatien on any well that it might reasonably cxpect would result in
loss or damase to the well or the Oil or Gas field.
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(b} Upon completion of the dnlling of a productive well, Operating
Company shall inform the GOVERNMENT or its representative of
the time when the well will be tested and the production rate
ascertained.

(¢} Except in instances where multiple producing formations in the same
well can only be produced economically through a single tubing
string, Petroleum shall not be produced from muitiple o1l bearing
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which
shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities  of
Petrolecum and water produced monthly from each Development
Iease. Such data shall be sent 1o the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (3() days atter the data are obtained, Daily or weekly statistics
recgarding the production [rom the Arca shall be available at all
reasonable times for examination by authorized representatives of
the GOVERNMENT.

{¢) Daily drilling records and the eraphic logs of wells must show the
quantity and type of ceinent and the amount of any other materials
used i the well for the purpose of protecting Petroleum, gas hearing
or fresh waler sirata,

(f) Any substantial change of mechanical conditions of the well after its
completion shall be subject to the approval of the represeniative of
the GOVERNMLENT.

ARTICLE X1
CUSTOMS EXEMPTIONS

(2) EGPC, CONTRACTOR and Qperating Company shall be permutted
to import and shall be exempied from customs duties, any  [UXCs,
levigs or fees {(including {ees imposed by Ministerial Decision No. 254
aof 1993 ssucd by the Minister of Finance, as now  or  herealler
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(b)

amended or substituted) of any nature and from the importation rules
with  respect to the 1mportation of  machinery. eguipment.
appliances. materials, items, means of transport and transportation
(the exempuon from taxes and duties for cars shatl only apply 1o curs
to he used in operations). efectric appliances, air conditioners for
ofhices, heid housing and {acihites. electrome apphances. computer
hardwiare and software, as well as spare parts required for any of the
imported Hems. all subject o a duly approved certuticale 1ssued by
the responsible representative nominated by EGPC for such purpose,
which states that the imported 1tems dre required tor conducting the
operations pursuant o this Agreement. Such certificate shall be
final and binding and shall automatically result in the importation
and the exempuon without any further approval. delay or procedure.

Muchinery. equipment, appliances and means oi transpott and
trunsportation  amported by EGPC's, CONTRACTOR's  and
Omnerating Company's contractors and sub-contractors temporarily
engaged 1n any activity pursuant to the operations which are the
subject of this Agreement, shail be c¢lcared under the “[emporary
Release System” without payment of customs duties, any laxes,
levies or fees {including fees tmposed by Ministerial Decision No.
254 of 1993 1ssued by the Minister of Finance, as now or hereafter
amended or substituted) of any naturc, upon presentation of 4 duly
approved certificate 1ssued by an EGPC responsible representative
nonnnated by EGPC for such purpose which states, that the
imported 1items are required for conducting the operations pursuint
to this Agreement. llems {excluding cars not to be uwsed n
operations) sct out in Article XH (a) tmported by EGPC's.
CONTRACTOR s and Operatmg  Company s contractors  and

sub-contructors Tor the aforesmd operations, 1n order to be installed
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or used permanently or consumed shall meet the conditions for
cxemption set torth an Article X1 (a) after being duly certified by an
LGPC responsible representative to he uwsed for conducting

opcrations pursuant to this Agreciment.

(¢} Fhe expatmate employees of CONTRACTOR, Operating Company
and their contructors and sub-contractors shatl not be entitted to uny
exemptions tfrom customs duties and other ancillary tlaxes und
charges except within the limits of the provisions of the laws and
reculattons applicable in the AR E. However, personal household
goods and furniture {mcluding one (1) car) Tor cuch expuatinate
cmpioyee of CONTRACTOR and/or Operating company shall be
Cleared under the "Temporary Release System” (without payment of
any customs dultes and other ancillary taxes) upon presentation ot
a letter to the approprate customs autherities by CONTRACTOR
or Opcritting Company  approved by an RGPC responsible
representative that the imported tems are imported ifor the sole usc
ol the expatnate employee and his tamily, and that such imported
items shall he re-exponed owtside the AR E. upon the repatriation of
the concerned expatriate cnplovee.

(d} Items imported into the AR E. whether exemipt or nol exempt  from
caustoms dunes and other anailiary taxes and charges  hereunder,
may be exported by the importma party at any tme after obtumimg
EGRPC's  approval,  which  approval shall not  be  unreasonably
wilhheld, without any export dulies, Laxes or charges or any taxes or
charges from which such 1tems have been already exempt, hemng
apphcable. Such items mayv be sold within the AR k. after obtaining
the approval ol LGPC which approvid shall not be unreasonably
withheld. In this cvent, the purchascer of such items shall pay all
applicable customs duiies and other ancillary taxes and  charges
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according to the condition and value of such items and the tariff

apphicable on the dute of sale. unless such items have already been
sold to an Affiliated Company of CONTRACTOR, if any, or EGPC,
having the same exemption, or unless title to such items {excluding

cars not used 1n operations) hus passed to EGPC.

It 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, shal

be paid o EGPC,

(e) The exemption provided for in Article XII {4} shall not apply to any
imported items when items of thc samc or substandially the same
kind and quahlity are manufactured locally meeting CONTRAC-
TOR's and/or Operating Company's specifications for quality and
safety and are available lor umely purchasc and delivery in the
AR.E. at a price not higher than ten percent {109} of the cost of the
imported item, before customs duties but after freight and insurance

costs, if any, have been added.

i) CONTRACTOR, EGPC and their respective buyers shall have the

right to freely export the Petrolecum produced from the Area
pursuant to this Agreement: no licensc shall be required, and such
petrofeum shall be exempted from any customs dutics, any laxes,
levies or any other imposts in respect of the export of Pewrolcum

hereunder,
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ARTICLE XIH
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Opcrating Company  shall  each
maimain  at  their business otfices in the A.R.E. books of account.
in accordance with the Accounting Procedure mm Annex "IXY and
accepted  wecounung  practices generally used m the petrolcum
industry, and suech other books and records as may He necessary 10
show the work performed under this Agreement, including the
amount and value of all Petroleum produccd and saved hercunder.
CONTRACTOR und Operating Company shall keeyp their books of
account and accounting records in United States Dollars.

Operating Company shall furmish to the GOVERNMENT or its
representatives monthly returns showing the amount ot Petroleum
produced and saved hercunder. Such retuims shall be preparcd in the
form required by the GOVERNMENT, or its  representative and
shall be signed by the General Manager or by the Deputy General
Manager ot a duly designated deputy and delivered 10 the
GOVERNMENT or its representative within  thirty (30) days after
the end of the month covered in the return.

(h) The aforesaid books of account and other books and records relcired
to above shall be available at all reasonable times tor inspection by
duly authorized representatives of the GOVERNMENT.

(c} CONTRACTOR shai! submit to EGPC a Prefit and Loss Statement
of its Tax Yeuar not later than four (4) months after the commence-
meni of the following Tax Year to show its net profit or less from
the Petrolewin operations under this Agreement tor such Tax Ycar,

CONTRACTOR shall at the same time submit a4 year-end Balance
Sheet for the sume Tax Year to IEGPC. The Balance Shcet and
financial statements shall be certificd by an Egyptian certificd
accountng firm.
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare and, at all
times while this Agreement is in force, maintain accurate and current
records of its operations in the Area. CONTRACTOR and/or Operating
Company shall furnish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERNMENT
or Hs representative may reascnabiy require information and data
concerming 1ts operations under this Agreement. Operating Company
will perform the functions indicated in this Article XIV in accordance
with i1ts role as specified in Article VL

(b) CONTRACTOR and/or Operating Company shall save and keep for
a reasonable period of time 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 representative in the
manner directed by the GOVERNMENT. All samples acquired by
CONTRACTOR and/or Operating Company for their own purposes
shall be considered avaitable for inspection at any reasonable time
by the GOVERNMENT or its representatives.

(c) Unless otherwise agreed to by EGPC, in case of ¢xporting any rock
samples outside A R.E., samples equivalent in size and gquality
shall, before such exportation, be delivered to EGPC as
representatrve of the GOVERNMENT.

(d) Oniginals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A R.E. may be
exported if a monitor or a comparable record, if available, is
maintained in the ARE. and provided that such exports shall be
repatniated to A.R.E. promptly following such processing or analysis
on the understanding that they belong te EGPC,
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(e} During the period CONTRACTOR 1s conducting the Exploration
operations, EGPC's duly authonized representatives or employces
shall have the right to full and complete access to the Arca at all
rcasonable times with the nght to observe the operations being
conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGPC's representative, in exercising its rights under
the preceding sentence of this paragraph (e), shall not interfere with
CONTRACTOR's operations, CONTRACTOR shall provide EGPC
with copies of any and all data {including, but  not limited  to,
geological and geophystcal reports, logs and well surveys) information
and interpretation  of  such  data and  other  information  in

CONTRACTOR's possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or LGPC may, after the fourth (4" vedr of the Exploration
period or the date of termunation of this Agreement, whichever 1s the
carher, show any other party uninerpreted basic geophysical and
geological data (such data to be nnot fess than one (1) vear old unless
CONTRACTOR agrees to a shorter pertod, which agreement shall
not be unrcasonably withheld) with respect to the Arca, provided
that the GOVERNMENT and/or EGPC may at any time show an-
other party such duta divectly obtained over or acquircd from those
parts of the Area which CONTRACTOR has relinquished as long as

such data 1s at least one (1) vear old.
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ARTICLE XV

RESPONSIBILITY FOR DAMAGES

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

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the Operations
conducted thereon. Such representatives may examine the books, registers
and records of EGPC, CONTRACTOR and Operating Company and
make a reasonable number of surveys. drawings and tests for the purpose
of enforcing this Agreement. They shall, tor this purpose, be entitled to make
reasonable use of the machinery and instruments of CONTRACTOR or
Cpcrating Company on the condition that no danger or impediment to
the operauons hereunder shall anse directly or indivectly from such use,
such representatives shall be given reasonable assistance by the agents
and employees of CONTRACTOR or Operating Company so that none
of the activities shall endanger or hinder the safety or efficiency of the
operations. CONTRACTOR or Operating Company shall ofter such
representatives all privileges and facilitics accorded to its own
employees in the field and shall provide them, free of charge, the use of
reasonable office space and of adequatcly fumished housing while they
are in the field for the purpose of facilitating the objectives of thus
Article. Without prejudice to Article X1V (e) any and all information
obtained by the GOVERNMENT or its representatives under tlns
Article XVI shall be kept conlidential with respect to the Area.
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ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a} It s the desire of EGPC and CONTRACTOR that eoperations
hereunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, professional and technical personnel
employved by CONTRACTOR or Operating Company and the
personnel of 1ts contractors for the conduct of the operations
hercunder, shall be granted a residence as provided for 1n Law
No. 89 of 1960 as amended and Mimnistenaf Order No. 280 of
1981 as  amended. and CONTRACTOR agrees that all
immigration, passport, visa and employment regulations of the

A RE., shall be applicable to all ahen employees of
CONTRACTOR working in the A.R.E.

(2) A minimum of twenty-five percent (25%) of the combined
salanes and wages of cach of the expatriate admimstrative,
professional  and  technical  personnel emploved by
CONTRACTGOR or Opcrating Company shail be paid monthly
in Egyptian Currency.,

(b) CONTRACTOR and Operating Company shall each select its

empioyees and determmne the number thereof, to be used for
operations hereunder.

(¢) CONTRACTOR, shall after consultatnon with EGPC, prepure and
carry out specialized training programs for all its A.R.E. employcces
engaged 1n operations hereunder with respect to  applicable aspects
of the petroleum industry. CONTRACTOR and Operating Company
undertake to replace gradualiy their non-executive expatiate stufl by
quakified nationals as they are avatlable.
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(d) During any of the Exploration phases, CONTRACTOR shall give
mutually agreed numbers of EGPC employees an opportunity 1o
attend and participate in CONTRACTOR's and CONTRACTOR's
Affiliated Companies training programs relating to Exploration and
Development operations. In the event that the total cost of such
programs is less than fifty thousand (50,000) United States Doliars
in any Financial Year during such period, CONTRACTOR shall
pay EGPC the amount of the shortfall within  thirty (30) days
following the end of such Financial Year. However, EGPC shall
have the right that said amount (U.$.$50,000) allocated for training,
be paid directly to EGPC for such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law No.
66 of 1953 (excluding Article 37 thereof) as amended by Law No.
86 of 1956 and the regulations issued for thc implementation
thereof, including the regulations for the safc and efficient
performance of operations carried out for the execunion of this
Aprcement and for the conservation of the petroleum resources of
the A.R.E. provided that no regulations or modification or
interpretation thereof, shail be contrary to or inconsistent with the

provisions of this Agreement.

(b} CONTRACTOR and Operating Company shall be subject 1o the
provigions of the Law No. 4 of 1994 concerning the environment
and its executive regulation as may be amended, as well as any laws
or regulations may be issued, concerning the protection of the

environpment .
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(c) Except as provided in Article III {g) for Income Taxcs, EGPC,

CONTRACTOR and Operating 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, Development, extracting, producing,
exporting or transporting of Petroleum and LPG as well as any and
all withholding taxes that might otherwise be imposed on dividends,

interest, technical service fees, patent and trademark royalties and
similar items. CONTRACTOR shalt also be exempted trom any tax
on the ligmdation of CONTRACTOR., or distributions of any
income to the shareholders of CONTRACTOR and from any tax on

Cupitﬂ].

{d) The rights and obligations of EGPC and CONTRACTOR hereunder

()

and for the effective term of this Agreement shall be governed by
and in accordance with the provisions of this Agreement and can
only be altercd or amended by the writticn mutual agreement of the
said contracting parties in the same procedures by which the ornginal
Acgrcement has been 1ssued.

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which are
duiy issued by the GOVERNMENT apply from time to time and are
not 1n accord with the provisions of this Agreement, such regulations
shall not apply to CONTRACTOR, Operating Company and their
respective contractors and sub-contractors, as the case may be.

(1) EGPC, CONTRACTOR, Operating Company and their respective

contractors and sub-contractors shall for the purposes of this
Agrecment be exempled from all professional stamp duties, imposts
and levies imposcd by syndical laws with respect to their documents
and activities hereunder. |
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(2) All the excmptions from the application of the ARE. laws or
repulations granted to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently 1n
effect or hereafter amended or substituted.

ARTICLE XIX

STABILIZATION

In case of changes in existing legislation or regulations applicable 10 the
conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the ARE. the proceeds from sales of CONTRACTOR's
Petrolevm, CONTRACTOR shall notify EGPC of the subject legislative
or regulatory measure. In such case, the Parties shall negotiate possibie
modifications to this Agreement designed to restore the economic
baiance thereof which existed on the Effective Date.

The Parties shall use their best ciforts to agree on amendments to this
Agreement within ninety (90) days from aforesaid notice.

These amendments to this Agreement shall not in any event diminish or
increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

Failing agreement between the Parties during thc period referred to
above in this Article XIX, the dispuie may be submitted 10 arbitration, as
provided in Article XXIV of this Agreement.
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(a)

(b}

(d)

ARTIHCLE XX
RIGHT OF REQUISITION

[n case of national emergency due 10 war or imminent expectation
of war or internal causes, the GOVERNMENT may requisition all
or part of the production from the Area obtained hereunder and
require Operating Company to increase such production to the
utmost  possible maxsmum. The GOVERNMENT may also
requisition the Oil and/or Gas field itself and, if necessary, related
facilities.

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

The requisition of productton shall be ctfected by Ministerial Order.
Any requisition of an Oil and/or Gas field, or any related facilitics
shall be effected by a Presidential Decree duly notified to EGPC and
CONTRACTOR,

[n the eveat of any requisttion as provided above, the GOVERNMENT
shall indemnify in full EGPC and CONTRACTOR for the period
durtng which the requisition 1s mamntained, including:

(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petrolcum ¢xiracted by the
GOVERNMENT less the royalty share of such production.

However, any dumage resuiting from enemy auack is not  within the

meaning of this paragraph (d). Pavment hereunder shall be made to
CONTRACTOR in U.S. Dollars remuttable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated 1n accordance
with Article VI (e).
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ARTICLE XXI
ASSIGNMENT
(a) Neither EGPC nor CONTRACTOR may assign to a person, firm or

corporation, tn whole or in part, any of its rights, privileges, duties or
obligations under this Agreement either directly or indirectly without
the written consent of the Government and in all cases priority shall
be given to EGPC if it so desire to obtain the interest intended to be

assigned.

(b) To enable consideration to be given to any request for such consent,

the following conditions must be fulfilled:

(1) The obligations of the assignor denving 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 1s bound by all  covenants contained
in this Agreement and any modifications or additions in writing
that up o such time may have been made. A draft of such
mstrument of  assignment shall be submitted to EGPC for

review and approval before being formally exccuted.

{c) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of tis Article XXI shall be free of any
ransfer, capital gains taxes or rclated taxes, charges or fees
mcludineg without limitation, all Income Taﬁ, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or similar payments.
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(d) As long as the assignor shall hold any interest under this Agreement,
the assignor together with the assignee shall be jointly and severally

liable for all duties and obligations of CONTRACTOR under this

Agreement.

ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR, in

the following instances:

(1} If it knowingly has submitted any false statements to the
GOVERNMENT which were of a muterial consideration tor the

execution of this Agreement;

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

(3} If it 15 adjudicated bankrupt by a court of competent jurisdiction;

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

result of court proceedings conducted under Article XXIV(a):

(5) If it intentionally ¢xtracts any mineral other than  Petroleum not
authorized by this Agreement or without the authonty of the
GOVERNMENT, cxcept such extractions as may be
unavoldable as the result of the opcrations conducted hereunder
in accordance with accepted petreleum industry practice and
which shail be notified to the GOVERNMENT or its representative

48 soon as possible; and
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(G) 1IF 1t commits any material breach of this Agreement or of the
provisions of Luaw No. 66 of 1953, as amended by Law No. §6
of 1956. which arc not contradicied by the provisions of this

Agreement.

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

pPropcrty.

(b) It the GOVERNMENT deems that onc of the aforesad causes (other
than a force maeure cause referred to in Article X X1 exists 0
cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90) days written notice personally served on CONTRACTORs

General Manager in the legally official manner and receipt of which

is acknowledged by him or by his legal agents, to remedy and
remove such cause: but if for any reason such service s
impossible duc o unnotified change of address, publication 1n the
Otficial Journal of the GOVERNMENT of such nouce shall be
considered as valid service upon CONTRACTOR. If at the end of
the said nincty (90) day notice period such cause has not been
remedicd and removed. this Agreement may be canceled torthwith
by Order or Presidential Decree as aforesaid; provided however.
that if such cause, or the failure 10 remedy or remove such cause,
resuils from any act or omission of one parly. cancellation of thrs
Agreement shall be effective only against thal party and not as
against any other party hereto.
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ARTICLE XXIII
FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused 1if, and 1o the extent that, such
non-performance or delay 1s caused by force majeure. The penod of
any such non-performance or delay, together with such pernod as
may be nccessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for
the performance of such obligation and for the performance of any
obligation dependent thereon and conscquently, to the term of this
Agreement, but only with respect to the block or blocks affected.

(b) "Force Majeure” within the meaning of this Article XXIII, shall be any
order, regulation or direction of the GOVERNMENT of thc ARAB
REPUBLIC OF EGYPT, whether promulgated in the form of a law or
otherwise or any act of God, insurrection, riot, war, strike, and other
labor disturbance, fires, floods or any cause not due to the fauli or
negligence of EGPC and CONTRACTOR or enher of them, whether
or not similar to the foregoing, provided that any such cause 1s beyond
the reasonable control of EGPC and CONTRACTOR, or either of
them.

(¢) Without prejudice to the above and cxcept as may be othcrwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EGPC and CONTRACTOR, or either of them tor any
damages, restrictions or loss arising in consequence of such case of
force majeure except a force majeure caused by the order,

regulations or direction of the GOVERNMENT of the ARAB
REPUBLIC OF EGYFT.
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{d} If the force majeure event occurs during the initial Exploration period
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 wntten notice to EGPC to terminate its obligations
hereunder without further liability of any kind.

ARTICLE XX1V
BISPUTES AND ARBITRATION

{(a) Any dispute, controversy or claim ansing out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referred to the
Jutisdiction of the appropriate AR.E. Courts and shall be finally
seltled by such Courts.

(b) Any dispuic, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof between
EGPC and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairc Regional
Center for International Commercial Arbitration (the Center) in
effect on the date of this Agreement. The award of the arbitrators
shail be final and binding on the parties.

(c) The number of arbitrators shali be three (3).

(d) Each party shall appoint one arbitrator. If, within thirty (30) days
after receipt of the claimant's notification of the appointment of an
arbitraior the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the

Center to appoint the second arbitrator.
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(e} The two arbitrators thus appointed shall choose the third arbitrator
who will 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
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at thc Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitrahon Rules.
Such presiding arbitrator shall be a person of a nationality other
than the A.R.E. or Russia and of a country which has diplomatic
relations with both A.R.E.. and Russia and who shall have no economic

interest 1n the Petroleum business of the signatories hereto.

(f) Unless otherwise agreed by the wparties o the arbitration,

the arbitration, including the making of the award, shall take place
in Cairo, A RE.

(g) The decision of a majority of the arbitrators shall be final and binding
upon the Parties and the arbitral award rendered shall be final and
conclusive. Judgment on the arbitral award rendered, may be entered
in any court having Jurisdichion or application may be made 1n such
court for a judicial acceptance of the award and for enfercement, as

the case may be,

(h) Egyptian Law shall apply to the dispute except that in the event of any
conflict between Egyptian Laws and this Agreement the provisions of
this Agreement {inciuding the arbitration provision) shall prevail.
The arbitratien shall be conducted in both English and Arabic l[anguages.
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(1) EGPC and CONTRACTOR agree that if, for whatever reason,

arbitration in accordance with the above procedure cannot take place,
or 15 likely to take place under circumstances tor CONTRACTOR
which could prejudice CONTRACTOR's right to fair arbitration, all
dispuies, controversies or claims ansing out of or relating to this
Agreement or the breach, termunation or invahdity thereof shali be
settled by ad hoc arbitration in accordance with the UNCITRAL
Rules in etfect on the Etfective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The rnghts, duties, obligations and liabilities in respect of EGPC and

CONTRACTOR hereunder shall be several and not  joint or
collecuve, 1t betng understood that ts Agreement shall not be

construed as constituting an  association ©or corperation or

partnership.

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

(c)

incorporated regarding its legal status or creation, organization, char-

ter and by-laws, sharehoiding, and ownership.

CONTRACTOR’s shares of capital which are entirely held abroad
shall not be negotiable 1in the A.R.E. and shall not be offered for

public subscription nor shall be subject to the stamp tax on capilal
shares nor any tax or duty in the A.RE. CONTRACTOR shall be
exempted from the application of Law No. 159 of 1981 as amended.

In case CONTRACTOR consists of more than one member, all

CONTRACTOR Members shall be jointly and severally liable for the
performance of the obligations of CONTRACTOR under this Agreement.
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ARTICLE XXVI]
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

contractors shall:

(a) Give prnortty to local contractors and sub-contraciors, including

(b)

EGPC's Affiliated Companies as long as their performance is
comparable with intermational performance and the prices of their
services are not higher than the prices of other contraciors and

sub-contractors by more than ten percent (109%).

Give preference to  locally manufactured material, equipment
machinery and consumables so long as their quality and time of

delivery are comparable to internationally available matenal,

equipment, machmmery and consumables. However, such matenial,
equipment, machinery and consumables may be imported for
operations conducted hereunder if the local price of such items at
CONTRACTOR'’s or Operating Company's operating base in A R.E.
15 more than ten percent (10%) higher than the price of such
imported 1tems before cusioms duaties, but after transportation and

Insurance costs have been added.
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ARTICLE XXV
SHARING OF PERSONNEL

(a) The CONTRACTOR and EGPC shall have the option, to utilize Esh
El Mallaha Petroleum Company “ESHPETCQ”, to act as subcontractor
tor CONTRACTOR, or the Operating Company (0 carry out

Exploration and Development operations under this Agreement .

Any such operations performed by “ESHPETCO™ as subcontractor
of CONTRACTOR or the Operating Company and any expenditures

required therefor shall be recoverable under this Concession Agreement.

Any Exploration expenditures mcurred by “ESHPETCO” shall be
counted towards CONTRACTOR s Exploration obligations.

Gverhead and other charges and payroll of personncl engaged in
activity for more than one concession agreement shatl be allocated
on the basis of periodic time studies or upon such other basis or
bascs as EGPC and the concerned party or parties may agree.
“ESHPETCO” shall be entitled (o the exemptions rcferred to in
Article XVIIL hereof mm respect of its operations under this

Agreement .

(b) Notiimg in this Agreement shall be construed as constituting any
relationship to any concession agreement heretofore entered into by
the parties hereto or one of the parties hereto, and cach of such
agreements shall be treated separately and independently in all
respects. Including but not Iimited to royaltics, taxes and the
computation of the net profits of EGPC and CONTRACTOR

respectively.
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(c) Provided that “ESHPETCO" 15 designated by EGPC and
CONTRACTOR to act as subcontractor of CONTRACTOR or the
Operating Company under this Agreement, EGPC  and
CONTRACTOR shall use their best efforts to the effect that the
officers, directors, other personnel and offices of the Operating
Company shall, as far as reasonably possible, be the same as those of
“ESHPETCQO", it is bemg understood that the CONTRACTOR
under this Agreement shall be represented on the Board of Directors
of the Operating Company under this Agreement.

ARTICLE XXVIII
ARABIC TEXT

The Arabic version of this Agreement shall, betore the courts of AR L.
be referred to In construing or interpreting this  Astrecment; provided
however, that in any arbitration pursuant to  Article XX[V herein above
between EGPC and CONTRACTOR the Engiish and Arabic versions
shall both be referred to as having equal force in construing or
interpreting the Agreement.,

ARTICLE XXIX
GENERAL

The headings or titles 10 each of the Articles to this Agreement  are
solely for the convenience of the partics hereto and shall not be used
with respect 1o the interpretation of said Articles.
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ARTICLE XXX
APPROVAL OF THE GOVERNMIENT

This Agreement shall not be binding upon any of the parties hereto
unless and untii a iaw 13 1ssued by the competent authontics of the
A R.E. authonizing the Mimister of Petrolcum 1o sign this Agreement
and giving this Agreement full force and effect of law notwithstanding
any countervalling Governmental enactment, and the Agreement 15

signed by the GOVERNMENT, EGPC and CONTRACTOR.
[LUKOIL OVERSEAS EGYPT LIMITED

BY: ——

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY: e

ARAB REPUBLIC OF EGYPT

By: o —

Date: e e
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ANNEX “A”
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
LUKOIL OVERSEAS EGYPT LIMITED

| IN
NORTHEAST GEISUM AREA
GULF OF SUEZ.
A.RE.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Anmnex "B" 1s a provisional ilfustrative map at an approximate scale of

(1:450,000) showing the Area covered and affected by this Agreement.

- The Area measure approximately eighty (wo square Kilometers
(82 km?) of surface Area. Tt is composed of all or part of Exploration
Blocks, the whole Blocks are defined on three (3) minutes latutude by

three (3) minutes fongitude grid.

- It is to be noted that the delineation Lines of the Area in Annex "B" are
intended to be only illustrative and provisional and may not show
accurately their true position 1n relation to existing monuments  and

geographical features.
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Coordinates of the cormer pomnts of the Area are given n the following
table which forms an integral part of Annex “A”

BOUNDARY COORDINATES

NORTHEAST(g‘EISUM AREA
GULF (I)Piﬁ SUEZ.
ngT LATITUDE/NORTH LONGITUDE/EAST
| 27" 52 18.336" | 33° 40’ 20.047
2 27" 50 00.00" | 33° 42 30.00"
3 27" aly 00.00" | 33° 41 00.00"
4 27 47 00.00" | 33 4]’ 00.00"
3 277 47 00.00" | 33° 42 00.00"
& 27 46’ 00.00" | 33° 472 00.00"
7 27" 46' 00.00" | 33° 45 00.00"
8 27 47 00.00" | 33 45 00.00"
9 27" 42’ 00.00" | 33" 43 00.00"
10 27" 41’ 00.00" | 33° 42 00.00"
11 27" 41’ 00.00" | 33° 41’ 00.00"
12 2T 42 45.00" § 33° 41’ 00.00"
13 27T 42’ 45.00" | 33° 42’ 00.00"
14 27 44 00.00" | 33° 42 00.00"
15 27T 44 00.00" | 337 41 00.00"
16 27" 46 (00.00" | 33° 41 00.00"
17 27 40’ 00.00" | 337 40’ 00.00"
18 27" 48’ 00.00" | 337 40 00.00"
19 27 48’ 00.00" | 33° 30 00.00"
20) 27" 51 00.00" | 33° 39 00.00"
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ANNEX ( i)

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN

TIHE ARAB REPUBLIC OFEGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND

LUKQIL OVERSEAS ECGYPT LIMITED
N

NORTHEAST GEISUM AIREA

CULF OF SUEZ
S E.
SCALE 1 : 434,000
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ANNEX “ B”

NORTHEAST GEISUM AREA
1w m_—m TET
N

| EASTERN
DESERT

| | B ]

ANNEX ( 3}

CONCEASSION AGREEMENT FOIR PETROLE UM
EXPLORATION AND EXTLOITATION

[ =) Gt
ATAGA g S il G5 L) ot Al A

BETWELEN O
THE ARAB REPUBLIC OF EGYDPT A pll e 4o gpan
AND 3 !
THE EGYPTIAN GENERAL PETROLEUM g sl Al Ay seaadl Adugh |
CORPORATION
AND 3
LUKOIL OVERSEAS EGYPT LIMITED Hiaad Craannl S 53 gl (gl Jigl 4K L2
iN o
NORTHEAST GEISUM AREA 2 presn (5t Jhat adlniy

GULF OF SUEZ
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el kg

LA - ;...._._pjlunL__liﬂ




(PR SO U P (U} Ja¥1 saall = i Jlin 3 VYA

Jy dd makadt & ] iz g

i s ozic eia sl aziay g mall JaY1 sl gl sl a3l
Yy Py PRSI SRy O LUV VR VR UE S PIN] TP U PN pULW S TPty
38 4 i ol LS Y i sl LY Moy Vs (Y A - ) el skl
i Cu Jalidl o e e el Lay ) s G| i) sl )
LUl oo e oo Ji Y e Gl Sl Ol har st A1 Lol 2]l
(¥ ) Ot I 2080 ¥ Soomad l LY Y g e ¥ (VAL - y il
L] lios ) odon ldVT it e Rl I 5ol) piacis Condl a2 e (nd Y
ST A IO P S I JRNORN § -1 51U B0 F U | [ - {02 [ PR V) W
Ll Lliuy ) Al —a A g o Lady ot da L LYY o2
.................... @Jjwu@b(“.t.r‘@,&i@

JS S O g U] L cmt paliall L yna s Bloall s »agibl oy s
e a3 (VAL b il Dlihad s s s e G| 38 IV A o,
P PRV U P L W (R P PRJPE S (U SCIL (R REET (AT S PUATS PP
it oy Sl i o s IS - B 5 JS I ol s
RV TS PO | U PR 3. P E g |

o P gl el Ul o o JLall gl e gt o, 13) L s 4,
it e il 1 53kal) WEde GLESYL aal 3t e L Sl go¥1 G ¢ U1 Jod 3 lis|
il as e ol bl galall e i Jpr s sl Wl 5,55 Y Wi L 3Li]
Sl il l oty Lo gl o a8 S 1FL 3 dlsde Cos ol s ol Le dn gl
cdslNl iazig




ANNEX “(C”
LETTER OF GUARANTY

Letter of Guaranty No. ...................... (Cairo ........oove s .. 2003),
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

The wundersiened. National Bank of Egypt as Guarantor, hcreby
cuarantees to  the EBEOYPITAN  GENERAL  PETROLUEM
CORPORATION (heremafter referred to as “EGPC”) to the limit of
scven million and cight hundred theusand (7,800.000) U.5. Dotllars, the
performance by “LUKOIL OVERSEAS EGYPT LIMITED™ (hereinalter
referred to as TCONTRACTORT) of 118 obligatons required for
Exploration operations to spend a mimmmum of seven mllion and eight
hundred thousand (7,800,000} U.S. Dollars dunng the imual two (2) year
of the Exploration period under Article IV of that certain Concession
Acreement (hereinalter referred 1o as the “"Agreement”™) covering that
Area described in Annexes “AT and "B of said Agreement, by and
between the Arab Republic of Egypt (hereinafter referred to as "A R.E"}
LEGPC and CONTRACTOR, dated ~---------

[t is understood that this Guaranty and the habihity of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
sard seven miellion and ei1ght hundred thousand (7.800.000) U.S. Dollars
by thce amount of money expended by CONTRACTOR for such
Exploration operations during cach such quarter. Bach such reduction
shall be established by the jomnt wntten statement of CONTRACTOR
and EGPC,

In the ecvent of 4 claim by EGPC of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fullillment of said
minimum cxpenditnre obligations under Arucle IV of the Agreement,
there shall be no lwsbifity on the undersigned Guarantor for payment 1o
EGPC unless and uvntil such habihty has been established by written
statement of EGPC setting torth the amount due undcer the Agreemeni.
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It is a further condition of this Letter of Guaranty that :

(1) This Letter of Guaranty will become avatlable only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and EGPC that the Aprcement between CONTRACTOR, ARE.
and EGPC has become effective according to its terms and said
Guaranty shall become cffective on the Effective Datc of said
Agreement.

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

(a) Two (2) years and six (6) months after the date it becomes
ctiective, or

(b) At such time as the total of the amounts shown on quarterly joint
statements of EGPC and CONTRACTOR cquals or exceeds the
amount of said mimimum expendilure obligation, whichever is

earlier.

(3) Consequently, any claim, in respect thercof should be made 10 the
Guarantor prior to either of said expiration dates at the latest
accompanicd by EGPC s written statement, setting torth the amount
of under-cxpenditure by CONTRACTOR (o the effect that

(a) CONTRACTOR has fatled to perform its expenditure
obligations referred to 1n this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGPC.

Please return o us this Letter of Guaranty in the event it does not
become effective, or upon the expiry date.

Yours Faithfulky,
Accountant & ——— -

Manager & - —o-mmmm e
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ANNEX “D”
CHARTER OF OPERATING COMPANY
ARTICLE ]

A joint stock company having the nationahity of the ARAB REPUBLIC
OF EGYPT shali be formed with the authonzation of the GOVERNMENT

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

The Company shall be subject to all laws and regulations in force in the
A RE. to the extent that such laws and regulations are not mmconsistent

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

The name of the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum.
ARTICLE IIi

The Head Office of Operating Company shall be in the A.R.E. 11 Cairo.
ARTICLE 1V

The object of Operating Company 1s to act as the agency through which
EGPC and CONTRACTOR, carry out and conduct the Development
operations required in accerdance with the provisions of the Agreement
signed on the ——-— day of ——nn by and betwecn the ARAD
REFUBLIC OF EGYPT, THE EGYFTIAN GENERAL PETROLEUM

CORPORATION and CONTRACTOR coverning Petroletum  operanions
i NORTHEAST GEISUM Arca, Gulf of Suez described therein.
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Opcrating Company shall be the agency 1o carry out and conduct
Exploralion operations after the date of Commercial Dhscovery pursuant
o Work Programs and Budgetls approved 1 accordance with the
Agreement.

Operating Company shall keep account of all costs, expenses and
cxpenditures for such operations under the terms of the Agreement and
Anncx "E" thereto.

Operating Company shall not engage 1n any business or undertake any
activity beyond the performance of siid operations unless  otherwise
aereed upon by EGPC and CONTRACTOR.

ARTICLE V

The authorized capital of Operating Company 1s twenty  thousand
Eevplian Pounds divided into five thousand shares ot common stock
with a value of four Egvptian Pounds per share having equal voung

nehts, fully paid and non-assessabie,

EGPC and CONTRACTOR shull cach pay for, hoid and own, throughout
the life of Opcerating Company. one half (1/2) of the capital stock of
Operating Company provided that only in the event thalt either party
should transfer or assign the whole or any percentage of s ownership
interest in  the entirety ol the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock of Operating
Company and, in that event, such transferring or assigning party (and its
successors  and  asstgnees) must transfer and assign a stock interest
in Operating Company equal to the transferred or assigned whole or

percentage of ity ownership interest in the entirety of the sad Agreement.
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ARTICLE VI

Operating Company shall not own any right, title. intercst or cstate in or
under the Agrecment or uny Development Lease created  thereunder or
im any of the Petroleum produced from any Exploration Block or
Developmemt Lease thercunder er in any of the assets, equipment or
other property obtained or used in connection therewith, and shall not be
obligated as a principal for the finuncing or performance of any of the
duties or obligations of cither EGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any
source whatsocver.
ARTICLE V11

Operating Company shall be no more than an agent for TGPC and
CONTRACTOR. Whenever it is indicated hercin that Operating
Company shall decide, take action or make a proposal und the like., it is
understood that such decision or judgment is the result of the decision or

judgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR. s

may be required by the Agreement.

ARTICLE VII
Opcrating Company shall have a Board ol Direclors consistine of cight
(8) members, four (4) of whom shall be designated by EGPC  and the
other four {4) by CONTRACTOR. The Chairman shall be designated by
EGPC and shall aiso be a Managing Dircctor. CONTRACTOR shall

designate the General Manuger who shall also be o Managing Divector
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ARTICLE iIX

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

by another Director.

ARTICLE X

General meetings of the Sharcholders shall be valid if a majority of the
capital stock of Operating Company 1s represented thereat. Any decision
taken at such meetings must have the affirmative vote of Shareholders

OwWnIng or representing a rmajority of the capital stock.
ARTICLE X1

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

The Bourd shall, in due course, draw up the By-Laws of Operaling
Company, and such By-Laws shalt 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 XII

Operating Company shall come into existence within thirty (30) days
afler 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 ot (as, as provided for in the Agreement (unless otherwise
agreed by EGPC and CONTRACTOR).

The duration of Operating Company shall be for a period equal to the
duration of the said Agreement, including any renewal thereof.

The Operating Company shall be wound up if the Agreement referred to
above 1s terminated for any reason as provided for therein.

LUKOIL OVERSEAS EGYPT LIMITED
BY

EGYPTIAN GENERAL PETROLEUM CORPORATION
BY
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ANNEX “E”
ACCOUNTING PROCEDURE
ARTICLE 1

GENERAL PROVISIONS
(a) Definitions:

T'he definitions contaimmed in Article T of the Agreement shall apply

to this Accounting Procedure and have the same meanings.
(b) Statements of activity:

(1) CONTRACTOR shal}, pursuant to Article IV of this Agreement,
and until the coming nto extstence of the Operating Company-
in accordance with Article VI of the Agreement-render to EGPC
within thirty (30) days of the end of each calendar quarter a
Statement of Exploratron  Activity reflecting all charges and
credits related to the Exploration Operations for that quarter
summanzed by appropriate classifications indicative of the

nature thercof.

(2} Following its coming into existence, Operating Company shall
render to EGPC and CONTRACTOR within fifteen (15) days
of the end of each calendar quarter a Statement of Development
and Exploraton Actvity reflecting all charges and credits
related 10 the Development and Exploration operations for that
quarter summarized by appropriate classifications indicative of
the nature thereot, except that items of controllable material and

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

(1) Each quarterly Statement of Exploration Activity pursuuant to
Article T (b) (1) of this Annex shall conclustvely be presumed
to be true and correct after three (3) months following the
receipt of cach Statement by EGPC unless within the said three
(3} months EGPC takes written exception thereto pursuani to
Article IV (1) of the Agreement. During the said three (3)
monih perniod supporting documents wiil be available for

inspection by BGPC during all working hours.,

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

(2} All Statements of Development and Explocation Aclivity for any
calendar quarter pursuant (o Article I (h) (2) of this Annex, shall
conclusively be presumed to be true and comrect three (3)
monihs following the receipt of such Statement, unless within
the said thrce (3) months period EGPC or CONTRACTOR
takes written exception thercto. Pending expiration of said three
(3} months EGPO or CONTRACTOR or both of them shall
have the nght to audil Operating Company accoeunts, records
and supporting documents for such quarter 1in the same manner

as provided 1n Article 1V (f) of the Agreement.

(d) Currency Exchange:
CONTRACTOR's books for Exploration and Operating Company's

hooks for Development and Exploration, if any. shall be kept in the
ARE. mn US. Dollurs. All U.S. Dollars cxpenditurcs shall be



YL hi b Jal () DY suall - Jlaag 41 VAR

SN S gpalt it b cd D claidl isls Jfy L 0 it ULl
ot e salalt udezll colyl o el ot Tids 280 a1 sasal oY
LS, il e on 3 gl il e J¥1 Lt 5 pall 559
oY s Jd e LS Y samad |l OLY S Ol s s ol i
2y sl idaad] sis < (i) Ol acd T 4l S e Y Baadl LY
sl VoY i el poama) c aza ) mr ey JU 80 el
PP ITSIPCHE 21 U JCIVUR JPS\| PSS | PREPSYURL Y JUCE RO UL Y
claidl 5l L all olend U Sl Jopf S dearad | il jlasy Joe
RS el Y Il aSe N s | LY DY s iy Y]

: Bt U1 e 0 G o] 5 ()
s s eld] B2 U2 o gecd Iy RS sl g gl 2y Al 3
LYl o s ol WSl F 3t dolan S Dl I g A3l
T S TR P L

: il | AUELT Jiasd (4)
Llas sl 2l Ls Lo o Jp Ll 2ol on Jabztl GLYL ;e
il ol e ys Je 2Y Sy e

oo A | o Bl il | fuod i ()
el gf gy B T leian¥] e Sl oL lad | Joa 5 Sl s spmd
a1y W Wi eSS oy e 5k bl LU Elace Y pae Sl L5

AWl b



VAY Y il ol 5 () YT saadh - e 5 2

charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to 1U.S. Dollars at the applicable rate of
exchange issued by the Central Bank of Egypt on the first day of
the month 1n which expenditures are recorded, and all other
non-U.5. Dollars expenditures shall be translated to U.S. Dollars at

the buying rate of exchange for such currcncy as quoted by National

Westrinster Bank Limuted, London at 10.30 am. GM.T., on the
first day of the month in which expenditures are recorded. A record

shail be kept of the exchange rates used i translating Egyptian

Pounds or other non-U.S. Dollars expenditures to U.S. Doilars,
(e) Precedence of Documents:

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

Agreement shall prevail.
(f) Revision of Accounting Procedure:

By mutual agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised 1n writing from time to time

in the hight of future arrangements.
{g2) No Charge for Interest on [nvestment:

Interest on investiment or any bank fees, charges or commissions
related to any bank guarantees shali not at any tume be charged as

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

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, duectly or through Operating Company , pay the following
costs and expenses, which costs and expenses shall be classified and
atlocated to the activities according to sound and generally accepted
accounting pnnciples and treated and recovered tn accordance with
Article Vil of this Agreement;

(a) Surface Rights:

All direct cost attributable to the acquisttion, rtencwal  or
relinquishment of surface rights acquired and maintained tn force
for the Area.

(b) Labor and Related Costs:

(1) Salarics and Wages of CONTRACTOR's or Operating
Company's employces, as the case may be, directly engaged in
the vartous activitics under the Agreement including  salanes
and wages paid 1o geologists and other employees who are
lemporarily assigned to and cmpioyed in such activities. Such
salaries and wages to be certified by a cerufied public
accounting firm.

Reasonable revisions of such salares and wages shall be
effected to take mio account changes in CONTRACTOR's
policies and amendments of laws applicable to salaries. For the
purpose of this Article II {b) and Atticle Il {c), salaries and
wages shall mean the assessable amounts tor A R.E. Income
Taxes, including the salaries during vacations and sick leaves,
but excluding all the amounts of the other items covered by the
percentage lixed under (2) below.
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(2) For expatnate employees permanently assigned o Egypt:

. All aiiowances applicable to salaries and wages:

2. Cost of established plans; and

3.

Alb travel and rclocanon costs of such expatriaie
employees and their families o and from the employee’s
country or point of origin at the time of emplioyment, at
the time of separation, or as a result of transfer from one
location 1o another and for vacation (transportation costs
for emplaoyees and their familics transferring from the
A.RE. to another location other than thewr country of
origin shall not be charged to A.R.E. Opcrations).

Costs under this Article H { b )} ( 2 ) shall be deemed to be equal o

seventy-two percent (72%) of basic salanes and wages paid lor

such expatriate personnel including those paid during vacations
and sick leaves as established in CONTRACTOR s intemational
policies. chargeable under Articte I1 (b} (1), Article T (i), Article 11
(k) (1Y and Article 11 (k) (3) of this Anngx.

However, sataries and wages during vacations, sick leaves and

disability are covered by the foregoing percenlage. The percentage
outlined above shall be deemed 1o reflect CONTRACTQOR's actual
costs as of the Effective Date with regard to the following benefuts,

allowances and costs ;-

|

o

. Housing and Utihines Allowance.

. Commodities and Services Allowance.

. Special Rental Allowance.
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4. Vacation Transportation Allowance.

J. Vacauon Travel Expense Allowance.

0. Vacation Exccss Baggage Allowance.

7. Education Allowances (Children of Expatriate Employees).

8. Hypothetical U.5. Tax Offset (which resulis in a reduction

of the chargeable percentage).

9. Storage of Personal Effects,

10, Housing Returbishment Expense.

1L

12

]

13,
14.
13.
16.

17.

18.
15.
20).
21.

22

Property Management Service Fees.
Recreation Allowance.

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

sickness and Disability.

Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).

Savings Plan,

Educational Assistance.
Military Service Allowance.

FILC.A.

Warkman's Compensation.
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23. Federal and State Unemployment Insurance,
24. Personnel Transfer Expense.
25. National Insurance.

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

The percentages outlined above shalt be reviewed at intervals
of three (3) years from thc Effective Date und at such tume
CONTRACTOR and EGPC will agree on new percentages 1o
be used under this paragraph.

Revisions of the percentages will take into consideration variances
in costs and changes in CONTRACTCGR's intermational policies
which change or exclude any of the above allowances and benefits.

The revised percentages will reflect as ncarly as  posstble
CONTRACTOR’s actual costs of all its established allowances and
benefits and ol personnel transtfers.

(3) For expatriate emplioyecs temporarily assigned to Egypt all
allowances, costs of established plans and afl travel relocation
costs for such expatriates as paid in  accordance with
CONTRACTOR's international policics. Such costs shall not
include any  administrative overhead other than what i3
mentioned in Article L1 (k) (2) of this Aanex.

(4) Costs of expenditure or contributions made pursuant 1o taw or
assessment imposed by Governmental authorily which are
applicable 10 labor cost of salaries and wages as provided under
Article T (b)Y (1), Article 1T (b) (2). Anicle H i), Article 11 {k)
(1) and Article IL (k) (3) of this Annex.
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(c) Benefits, allowances and related costs of national employees:

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for o1l companies operating in the A.R.E.,
all as chargeable under Article H (b) (1), Anticle II (i), Article IT (k) (1)
and Article 1I (k) (3) of this Annex. Severance pay will be charged at
a lixed rate applied to payrolls which will equal an amount equivalent

to the maximum lhability for severance payment as required under
the AAR.E. Labor Law.

(d) Material

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or Operating Company.

{1) Purchases:

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

(2) Material Furnished by CONTRACTOR:

Materal required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR's or CONTRACTOR's
Affiliated Companies stocks outside the AR.E. under the
following conditions:

1. New Material {(Cendition ""A")

New Matenal transterred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than international prices for
matenal of similar quality supplied on similar terms,
prevaifing at the time such material was supplied.
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2. Used Material {Conditions "B" and ""(C"")

a) Material which s 1 sound and serviceable conditron and
is suitable for reuse without reconditioning shalf be classed as
Conditionr "B" and priced at seventy-five percent {(753%) of
the price of new material.

b) Material which cannoi be classified as Condition "B but
which 1s serviceable for onginal funcuon but substantially
not suwitable for reconditioning, shall  be classed as
Condition "C" and prced at filty percent (50%} of the
price of new matenal.

¢) Material which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate
with s use.

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

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warram the material  furnished
bevond or back of the dealer's or manufacturer's guaranty; and
in case of defective material, credit shall not be recorded until
adjustiment has  been  yeceived by CONTRACTOR  from
manutacturers or their agents.

(e) Transportation and Employee Relocation Costs:

(1)

Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR's or Operating Company's
activities.

(2} Business travel and transportation expenses to the extent covered

by ¢stablished policies of CONTRACTOR or with regard 1o
expatriate and national employees, as  incurred and pad by, or
for, employees in the conduct of CONTRACTOR's o Operating
Company’'s business.
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(3) bEmployees transportation and relocation costs tor national
employees 1o the extent covered by established policies.

(f) Services:

(1)} Outside services: The costs of contracts for consuliants, services
and utihities procured from third parties.

(2} Cost of services performed by EGPC, by CONTRACTGR or by
their Affihated Companies in facilities inside or outside the

A R_E, Regular, recurring, routine services, such as interpreting
magnetic tapcs and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or their Aifiliated
Companics at an agrecd contracted price. Major projects
mvolving engineering and design services shall be performed

by EGPC and/or CONTRACTOR or their Affiliated Companics
at a negotiated contract amount.

(3) Use of EGPC's, CONTRACTOR's or thetr Affiliated
Companies’ wholly owned equipment shall be charged at- a
rental rate commensurate with the cost of ownershup and

opcration, but not 1n excess of competitive rates currently
prevailing in the A R.E.

(4) CONTRACTOR's and CONTRACTOR's Aftiliaied Companies'

rates shall not include any administrative or overhead costs other
than what 1s mentioned 1 Article IT (k) (2).

(2) Damages and Losses:

All costs or expenses, necessary to replace or repair damages  or
losses incurred by fire, {lood, sterm, thefl, accident or any other
cause not controtlable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operaling Company shall fumish EGPC and CONTRACTOR
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written notice of damages or losses incurred in excess of ten
thousand ($10,000) U.S. Doilars per occurrence, as soon s
practicable after report of the same has becen  received by

CONTRACTOR or Operating Company.
(h) Insurance and Claims:

The cost of any public liability, property damage and other
insurance  against  liabilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and/or outsiders as may be requircd by the laws, rules and
regulations of the GOVERNMENT or as the parties may agree

upon. The proceeds of any such insurance or claim collected, less
the actual cost of making a claim, shall be credited against
operations.

It no insurance 1s carried for a particular risk, in accordance with
good international o1l field practices, all related actual expenditures
tncurred and paid by CONTRACTOR or Operaung Company in
settlement of any and all tosses, claums, damages, judgments and any

other expenses, including legal services.
{1) Indirect Expenses:

Camp overhead and facelities such as shore base, warchouscs, water
systems, road sysiems, salaries und expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indircctly servineg the Area.

(j) Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hercinafter provided, together with
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all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses mcurred
by any party or partics hereto in securing evidence for the purpose of
detending against any action or claim prosecuted or urged against
the operations or the subject mutter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handled
by the legal staft of one or more of the parties hereto, a charge
commensurate with cost of providing and furmishing such services

may be made 10 operations.
(k) Administrative Overhead and General Expenses:

(1) Whtle CONTRACTOR 1s conducting Exploratnon operations,
the cost of staffing and maintaming CONTRACTOR's head
office 1in the AR.E. and/or other offices estabhished in the
A.R.E. as appropriate other than field offices which will be
charged as provided in Article II (i), and excepting salaries of
employees of CONTRACTOR who are temporarly assigned 1o
and directly serving on the Area, which will be charged as

provided in Article 11 (b) of this Annex.

(2) CONTRACTOR's administrative overhead outside the ARE.
applicable to Exploration operations 1 the A.R.E. shall be

charged each month at the rate of five percent (3% ) of total kx-

ploration expenditures, provided that no administrative over-
head of CONTRACTOR outside the A.R.E. applicable to

A.R.E. Exploration operations will be charged for Exploration
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operations conducted by Operating Company. No other durect
charges as such [or CONTRACTOR's administrative overhead
outside the A.R.E. wiill be applied against the Exploration
obligavons. Examples of the type of costs CONTRACTOR 158
incurring and charging hereunder due to activities under this

Aprcement and covered by said percentage are:

1. Executive - Thiime of execulive officesrs.

2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring matenials, ecquipment and supplies.

4. Exploration and Production-Directing, advising and controlling

the entire project.

5. Other departments such as legal, comptroller and engineening
which contnbute time, knowledge and  experience to the

operations.

The foregoing does not preclude charging for direct service
under Article H {H) (2) of this Annex.

(3) While Operating Company is conducting opcrations, Operating

Company's personnel engaged in general clerical and oilice
work, supervisors and officers whose timc 1s generally spent in
the main office and not the field, and all employees generatly
considered as general and administrative and not charged to
other types of expense will be charged to operations. Such
expenses shall be allocated each month between Exploration
and Development operations according to sound and practicable

accounting methods.
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{1 Taxes:

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR or
Operating Company with respect 1o this Agreement other than
those covered by Article IH (g) (1) of the Agreement.

(m) Centinuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after Operating Company is
tormed. No sales expenses incurred outside or inside the A.R.E.
may be recovered as a cost.

(nn) Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article 11,
incurred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE T
INVENTORIES
{a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating Company
of the opcrations materials, which shall include all such materials,
physical asscts and construction projects. Written notice of intention
to take mventory shall be given by Operating Company to EGPC
and CONTRACTOR at least thirty (30) days before any inventory
1s to begin s0 that EGPC and CONTRACTOR may be represenieu
when any inventory 18 taken. Failure of EGPC andfor
CONTRACTOR 10 be represented at an inventory shall bind them to
accept the inventory taken by Operating Company, who shall in that
event furmish the party not represented with a copy thereof’
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(b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and a list of overuges and shortages shall be jointly
determined by Operating Company and CONTRACTOR and EGPC,
and the inventory adjusted by Operating Company.

ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery
Petroleum:

CONTRACTOR shall, pursuant to Artticle VII of the Agreecment,
render to EGPC as promptly as practicable but not later than fifiecen
(13) days alter receipt from Operating Company of the Statements
for Development and Exploration Activity for the calendar quarter a
Statement for that quarter showing:

. Recoverable costs carried forward from the previous quarter. if
any.

Z. Recoverable costs incurred and paid during the quarter.
3. Total recoverable costs for the quarter (1} + (2).

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

5. Amount of costs recovered for the uarter.

6. Amount of recoverable costs carried into the succeeding quarter.
17 any.

7. Excess. if any, of the value of Cost Recovery Petroleum taken and
separatcly disposed of by CONTRACTOR over costs recovered
tor the quarter.
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(b) Pavments:

[t such Statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment (o EGPC on the date when such payment 1s due, then
CONTRACTOR shall pay mterest of two and onc half percent

{(2.5%) per annum higher than the London Interbank Bomowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits

prevailing on the date such interest is calculated. Such interest

payment shall not be recoverable.
{c) Settlement of Excess Cost Recovery Petroleum:

EGPC has the right to take its entitlement of Excess Cost Recovery
Petroleum under Article VI (a) (2) of the Agreement 1 kind
during the sard quarter. A settlement shall be  required with the

rendition of such Statements 1in case CONTRACTOR has taken

more than its own entitlement of such Excess Cost Recovery

Petroleum.
(d} Audit Right:

EGPC shall have a peniod of twelve (12) months from receipt of
any Statement under this Article IV in which 10 audit and raisc
objection to any such Statement. EGPC and CONTRACTOR shall
agrec on any rtequired adjustments. Supporting documents and

accounts will be available to EGPC during said twelve (12) month

period.
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ARTICLE, V
CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offseuting contra account to control thercin the total
amount of Exploration cxpendiwures reported on  Statements of
activity prepared per Article I (b) (1) of this Annex, less  any
reductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by a non-operator pursuant to Article I {c)

(1) of this Annex, in order to determine when minimum Exploration
obligations have been met.

(b) Cost Recovery Control Account:

CONTRACTCGR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost remaimng to be recovered, if any, the amount of cost recovered
and the valuc of Excess Cost Recovery Petroleum, if any.

(c) Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
mimmum Exploration obligations have been met, costs, cxpenses

and expenditures shall be recorded in major accounts including the
tollowing:

- 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 {or the control of recovery of costs and the
ircatment of Cost Recovery Petrolcum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood thai CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by EGPC on CONTRACTOR's behalf
constitute additional income to CONTRACTOR, and this additional
income 1s also subject to A.R.E. income tax, that is "grossed up”.

“CONTRACTOR's annual income”, as determined in Article 11 (g) (2)
of this Agreement, less the amouni equal to CONTRACTOR's
grossed-up Egyptian income tax liabifity, shall be CONTRACTOR's

"Provisional Income".

The "gross-up value™ is ap amount added to Provisional Income 1o give
"Taxable Income”, such that the grossed-up value is cquivalent (o the
A.R.E. Income Taxes.

THEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value

and

Grossed-up Value = AR E. Income Tax on Taxable Income.

If the "AR.E. Income Tax rate", which means the effective or composiie

tax rate due to the vanous A.RE. taxes levied on income or profits,

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

Combining the first and last equations above



Yoot i pldyl 5 (ab) JaVlsaadl — i Jisu 4l ¥AA

D O ey (S AU E 3Ny LYY ot slall ey

il Jaae % Sadl Jaall
- = ihasd| 2ol

LHJ.;.HJ.L...-\
it S by pa) | Jhas e e s
kel 5, ST b o Ll JW gsund] JLL iy s
N N RV IR | ST TP P FP BN P { BtV A I TN R
: ol Aandf Ll 5300 (/€)Y SUT 3 5pm,l a
L E X GV Y

J-EJ}.\,WV= —
P

:-l.:.LEﬁLL!
J.S__}_"i Y. , * ® JJ,LI&JJI

Y |_5

1,0 dlasml| 2]l

FRFEI R iy pal) ol fo ol
| : Lasls

N AN N T o\ S
1,0Y /f,Jm
-J-i!_j.h\-,-- -i._..‘r';dJ'r.d.;-.Ll.rJ_gu.“Jp-b



Y4 T*'ihﬂL:-_l_JJi‘_é{t!U) J_f:” sl — Ao Il 2y 41

Provisional income X Tax Rate
| - Tax Rate

Grossed-up Value =

where the tax rate 1s expressed as a decimal.

The above computations are illustrated by the f{ollowing numerical
example. Assuming that the Provisional Income 1s $10 and the A.R.E.
Income Tax rate is forty percent (40%), then the Grossed-up Value is

equal to:

¢ 10x 0.4 — $6.67

1 - 04

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

CONTRACTOR's Income after taxes $ 10.00
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ANNEX “F*"

_.ﬂ MAP OF THE NATIONAL GAS PIPELINE GRID SYSTEM 7
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