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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM

CORPORATION

~ AND
BP EXPLORATION (DELTA) LIMITED

IN

NORTH GHARA AREA
GULF OF SUEZ
A.R.E.

This Agreement made and entered on ths .........day ot L ,
2003, by and between the ARAB REPUBLIC OF EGYPT (hereinafter
referred ié}_vaﬁt}m}ly as "A.R.E." or as the "GOVERNMENT"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended (hereinafter referred to as
"EGPC") and BP EXPLORATION (DELTA) LIMITED. a limited
hability company orgamzed and exssting under the laws of England

(hereinafter referred to variously as “BP” or as “CONTRACTOR™).
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WETNESSETH
WHEREAS. all minerals mcledimg pewoleum, existing v mines and
quarries i1 A RL. inclading the terrional waters. and 1n the  seabed
stbyect to Hs jurisdiction and extending bevond the weiritorial waters, are
the property of the State; and

WHEREAS, EGPC has applied for an exclusive concession for the
cxploration and explontation of petroleum in and throughout the area
referred to in Aticle 11, and deseribed in Annex "A" and shown
approxamately on Annex "B", which are attached hereto und made part
hereof (heremnatter referred 10 as the “Area’™): and

WHEREAS. BP agrees to undertake its obligations provided hercinafter
as @ CONTRACTOR with yespect to the exploration, development and
production of petroleum in North Ghara Area, GULE OF SUEZ; and

WHERFEAS, the GOVERNMENT desires hereby 10 grunt  such
Cloncession: and

WHEREAS, the Minister of Peuoleum pursuunt 1o the provisions of
faw No. 86 of 1936, iy emter irlo a concessicn agreement with
COGPC. and with "BP w2 CONTRACTOR 1t the sad Area.

NOW. THERBFORE, the purties hereto agree as faliows:
ARTICLE 1
DEFINITIONS

(ay  "Exploration” shall include such geologieal, geophysical. aerial and
othier surveys as may be contained 1o the approved Work Programs
antd Budgets. and the driling of such shot  holes, core holes,
stratigraphic tests. holes tor the  discovery of Petroleum or the
apprarsal of Petroleum  discoveries and other related holes and
wetls, and the purchase or acquisinon of such supplics, materials,
services wnd equipment therefor, all as may be contamned . the
approved Work Progiaoms and Budgets. The verb "explore™ means
the act of conducting BExploration
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(b} "Development” shall include, but pot be limited to, all the
operations and activities pursuant 1o approved Work Programs and

Budgets under this Agreement with respect to:

(i) the driling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wells. the changing of

the status of a well, and

(i) design, engineering, construction, installation, servicing and
maintenance of equipment, ines, systems facilities, plants and
related operations 10 produce and operate said development
wells, taking, saving, treating, handling, stornng, transporting
and. delivering Petroleum, repressunng, r&ﬂycling and other

secondary recovery projects, and

(i) transportation, storage and any other work or activities necessary

or ancillary to the activittes specified m (1) and (2.

(¢} "Petroleum” meuns liguid Crude O1l of vartous densities, asphalt, Gas,
casingh&ad gas and all other hydrocarbon substances that may be
tound in, :ﬁéd-*pmdﬁﬁed* or otherwise obtained and saved from the Area
under this Agreement, and all substances that may be extracted

therefrom,

(d) "Liquid C‘rﬁdé 11" or "Crude Oil" or "Ol" means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
tease separators or which is  extracted from the Gas or casinghead
oas in a. plant. Such  hquid stae shall cxist at sixty  degrees
Fahrenheit (60'F) and atmospheric pressure of 14.65 PSIA. Such

term includes distiliate and condensate.
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(e; "Gas” means natural gas both assoviated and non- associated and all
ob 1s constituent elements produced from anyv well 1 the Area
(other than Laquid Crude Oih) and all non-hydrocarbon substances

theremn Satd term shal) imelude  residuad gas, that Gas remaining

abfter removal of LG

(13 "LPG" means hiquefied petroleum ¢as, which is a mixturz principally
ot blitane and propane liquefied by pressure ind temperature.

(¢ A "Bamrel” shall consist of forty-two (42) United States  gallons.
hgud  measure. comected o a temperature of sixty degrecs
Fahrenheit (00 F) at atmospheric pressuie of 13.65 PSIA.

(hy (1) "Comumercial Oil Weli” meuns the first well on any  geological
icature which after testing tor a perad of not more thun thirty
(30) consecunve days where  practical, bat in any event in
decordance wath sound  and accepted industry production

pracuices, and  venfied by BEGPC s toune to be capable of

producmg b average rute of not fess than two thousand
(2003 Barrels of o per day (BOPD). The date of discovery
Of & "Commeraial Ot Well” is the date or. which such well is

lested and compicted according 1o the ghove.

(1) "Commercial Gas Well” means the first well on any  geological
feature wnich after testimg for a period of not more than thirty
(M) consecutive days where  practicul, but m any cvent in
accordance with sound  and accepted indusiry production
practiees and venbied by EGPC, s found to be capable of
oroducing at the  average rate of not iess than firteen million
(15.000.000) standard cubie teet of Gas par day (MMSCFED).
The dute of discovery ot a "Commercial Gas Well” is the date
o which such woil 13 tested and completed according 10 the

Above.
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(1} "A.R.E." means ARAB REPUBLIC OF EGYPT.

(1) "Effecuive Daic” means the date on which the twext of this
Agreement is signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law 1s 1ssued.

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

Gregorian Calendar.

(2) "Calendar Year” means a period of twelve (12) months
according to the Gregorian Calendar being Ist January to
3 fst December,

(I) "Financial Year’ means the GOVERNMENT's financial year according
1o the laws :ain.d-mgulatmﬂs of the A.RE.

(m) " Tax Year * means the period of twelve (12) months according, to the laws
and regulations of the A.RE.

(n}  An "Affiliated Company” means & company:

(i} of which the share capital, confernng o majonty of  votes at
stockholders' meetings of such company. 18 owned directly or
imdirectiy by a party hereto; or

(i1} which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a
party hﬂfﬁtm; or

(11i) of which the share capital conferring 4 majority  of votes at
stockholder’s meetings of such company and the share capital
conferring 4 majority of votes at  stockholders’ mestmgs of a
party hercio are owned directly or indirectly by the same

COMpany.
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“xploratien Block™ shall mean an-arca, the comer pomts of which
have to be cotncrdent with three (3) minutes by three (3) minutes
fatitude and longitude divisions. according 10 the Intermnational Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreeiment as set out 1 Annex "A"
"Development Block” shall mean an area, the corner points of
which have 1o be coincident with one (1) mimute !;;}f one {1} minute
antude and longitude divisions, accordmg to the International Gnd
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out i Annex "A".
"Development Lease(s)” shall mean the Development Block or
Blocks covering the geological strueture capable of production, the
corner peints of which have to be cometdent wath one (1) minute by
one (1) mmwe latitude and longitide divisions according 10 the
international Gind Svstem where  possible or with the existing
boundaries of the Area covered by this Concession Agreement as
set out in Annex "A",

"Agreement” shall mean this Concession Agreement dnd  its
ANNCXCS,

“Gas Sates Agreement’ shall mean 4 wnitten agreement between
FEOGPC and (fONTRAC TOR (as sellers) and EGPC or The Egyptian
Natural Gas Holding 'C*'ﬁm;mny “EGAS” or 4 mutually agreed third
party {48 buver). which contains the terms and conditions for Gas
sales from a Development Lease entered into pursuant 1o Article Vil (e).
"Standard C&bi{: Foot” (SCF) s the amount of Gas necessary 1o {1l
one (1) cubte foot of space at atmospheric pressure of 14.65 PSIA at

a buse temperature of sixty degrees Fuhrenhett (60° F).
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ARTICLE I
ANNEXES TO THE AGREEMENT

Annex “A™ is a description of the area covered and affected by this

Agreement, heremnafter reterved to as the "Area”.

Annex “B” 15 a provisional 1llustrative map on the scale of
approximately ¢1: 500.000) indicating the Area covered and affected by

this Agreement and described in Annex "A"

Annex “C” is the form of a Letter ot Guaranty to be submitted by
BP EGYPT Company as Guarantor on behalf of CONTRACTOR to
EGPC one (1) day before the time of signature by the Mimster of
Petroleum of this Agreement. for guaranteeing the execution of
C-ONTRACTGR’S minimum Exploration obligations hereunder for the
mitial three (3) year Exploration period by paying and/or rransterring a
quanuly of .(.‘mf;le- oil sufficient in vaiue to cover the shortfall between
the sum of four million U.S. Dolars (% 4.000,000) and the amount
of money spent by CONTRACTOR and approved by EGPC. In
case CONTRACTOR éands the initial Exploration Period for two
(2) additionat periods, each of three (3) years. cach in accordance with
Article TIL (b) of this Agreement, similar Letters of Guaranty shall be
issued and be submitted by BP EGYPT Company as Guarantor on behalf
of CONTRACTOR on the day the CONTRACTOR cxercises its option
10 extend. The first such Letter of ('ﬁiuararlty shall he for guaranteeing
the payment and/or transfer a quantity of Crude otl sufficient in value
O Cover Lh:e shortfall between the sum of four million U.S. Dollars
($ 4,000,000) and the amount of money spent by CONTRACTOR
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and aipprm--’f::{l' by EGPC and the second such Letter of Guaranty shall be
for guarameemng the pavment and / or transfer a quanity of Crude oil
suiftcient 1n value 1o cover the shortfall between the sum of four million
U5, Dollars {$4,000.000) and the amount of money spent by
CONTRACTOR ;iﬂa approved by EGPC less 1n both instances, any
excess expenditures of the preceding I?’éxplor;l'tmn neriod permitted for
carry forward in accordunce with Article 1V (h) third paragraph of ths
Agreemeni. Each of the three Letters of Guaranty shall remain effective
for six (6) months after the end of the mitial Exploration period or any

successive Exploration period(s). as the cuse may be.

Annex “ 15 the form of a Charter of the Operating Company to be

tormed as provided for in Article VI hercof.
Annex K" is the Accounting Procedure.

Anmnex “F” 1¢ acurrent map of the National Gas Pipeline Giid - System

established by the Crovernment.

The point of delivery for gas shalf be agreed upon by EGPC and

CONTRACTOR under a Gas Sales Agreement, which point of delivery

shall be located at the tlange connecting the development lease pipeline
to the nearest point on the National Gas pipeline Grnid System as
depicted n Annex P oor as otherwise  agreed by EGPC and
CONTRACTOR .

Annexes ”z-‘&;_*';., "BY, "CT. "D, "E" and "FT 1o this Agreement are
herehy made pait dereof, and they shall be considered as having equal

tovce and effect with the provisions of this Agreement.
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ARTICLE I
" 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 1nsofdar as they are contrary to or inconsistent with any
provisions of Law No. 66 of 1953, as amended, shall have the force of
Law, an exclusive concession in and to the Area described in Annexes
"A"and "B".

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

(b}

provided ‘to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area
during the Development period including renewal. Said royalty
shall be b{}rﬁc and paid by EGPC and shall nol be the obligation of
CONTRAC’T OR. The payment of royaities by EGPC shall not be
deemed to resuit in income  attributabie to the CONTRACTOR.

An in—itiaﬂ Exploration period of three (3) vears shall start from the
Effective Date. Two (2) successive extensions to the initial
Exploration: period, each of three (3) years shall be granted to
CONTRACTOR at its option, upen not less than thirty (30) days
prior written notice to EGPC, such notice to be given not later than
the end of the then current period, as may be extended pursuant to
the pmvisit}ns-of Article 'V (a), and subject only to its having
fulfilled its obligations hereunder for that period. This Agreement
shall be termunated if neither a Commercial Oil Discovery nor a
Commercial Gas Discovery is established by the end of the ninth
(9} year of the Exploration period, as may be extended pursuant to
Articte V (a). The election by EGPC to undertake a sole risk
venture under paragraph (c) shall not extend the Exploration period
nor affect the termination of this A greement as (o CONTRACTOR.
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Commercial Iiscovery:

(1)

(1)

A Commercial Discovery - whether of Oif or (Gas - may consist
of one producing reservotr or 4 group of  producing reservoirs
which is worthy of being developed commercially.  After
discovery of a Commercial (il or Gas Well CONTRACTOR
shall. unicss otherwise agreed upon with EGPC, undertake as
part of its Exploration progran: the appraisal of the discovery by
drilling one or more appraisal wells. to determine whether such
discovery is worthy of being developed commerctally. taking
nto  consideration the recoverable reserves, production,
pipeline and termunal facilities required, estimated Peiroleum
nrices, and all other relevant technical and economic factors.
The provisions laid down hercin postolate the unity and
mdivisihility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to  Oil and
(Gras unless otherwise specitied.

(1i1) CONTRACTOR shall give notice of a ( onunercidl Discovery

o EGPC immediately after the discovery is  considered by
CONTRACTOR to be worthy of commercial development but
in any event with respect to ¢ Commercial Oil Well not later
than thirty (30) days following the completion of the second
uppraisal well or iwelve (12) months following the date of the
discovery of the Commercial Oil Well, whichever is 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
mav be extended) except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery with
respect [0 any  reservoir or reservoirs even i the well or wells
therecn are nol  "Commercial”  within  the definition  of
"Comercial Well” if, in its opinion. a reservoir or a group of
reservorrs, considered  collectuively, could be  worthy of
commzercial development.
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CONTRACTOR may also give a notice of a4 Commercial O1l
Discovery in the event it wishes to undertake o Gas Recycling
Project.

A notice of Commercial Guas Discovery shall contain  al
detailed particulars of the discovery and especially the area o
(145 reserves. the esumated production potential and profile and
field hfe.

vy

Within sixty (60) days {ollowing receipt of a notice of a
Comiercial Oil or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the
date FGPC and CONTRACTOR jointly agree in writing that a
Cominercial Discovery exists.

(1v) It Crude Onl is discovered but 1s not deemed by CONTRACTOR
to be o Commercial Oil Discovery under the above provisions
of this. puragraph (¢), EGPC shall on¢ (1} month after the
expration of the period specified above within which
CONTRACTOR can give notice of a4 Commercial Oil
Discovery, or thirteen (13) months after ihe completion of
4 well not considered to be 2 “Commercial Ol Well", have the
right, following sixty (60) days notice in writing o
CONTRACTOR, at its sole cost, risk and expense, to develop.
produce and dispose of all Crude Onl from the geologica:
teature on which the well has been dnlled.  Said notice shal;
state the specific area covering said geological feature to be
developed, the wells to be drilled, the production facilities to be
instalied and EGPC'S cstimated cost thereof, Within thirty (30)
days after receipt of said notice CONTRACTOR may, in
writing, elect to develop such area as provided for in the case of
Commeraal ascovery hereunder. In such svent all terms of
this Agreement shall continue 10 apply to the specified area.
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I CONTRACTOR clects not th develop such area, the specific
srea covermg satd geological teature shall be  set aside tor sole
risk operations by EGPC, such area 10 be mutually agrecd upon
v BEGPC and CONTRACTOR on the basis of eocd petroleum

ndustry practice BEGPC shait be entited 1o pertorm or i the

cvenit Operatuing Company has come mto existerce. 10 have

Operating Company perform such operations tor the account of
EGPC and at EGPC's sole cost, risk and expense. When EGPC
has recovered from the Crude Oil produced from such specific
area a- quantity of Crude O1) equal in value 1o three hundred
porcent (300%) of the cost 1t has mmcurred 1 carrying out the
sole sk operations. CONTRACTOR shall have the option,
only 1t the event there has een u separate Conunercial Onl
Discovery, clsewhere within the Agea, e share i further
develapment and  production of that specilic ares upon payving
FEGPC one hundred j|:)ér-::¢nt (100%:) of such costs mcurred by
EGPC. '

Such one hundred percent (100%) payment shall not be

recovercd by CONTRACTOR. Immediately following such
payrmeat the specific area shail either (1) revert to the status of
an ordinary Development Lease under this Agreement and
thereadter shall be operated o accordance with the teyms
hercol: or 1) alternatively, in the event that st such time EGPC
or 1t Afhliated  Company 1s o conducting Development
opcrations in the area at its sule expense and BEGPC  clects to
continue  operating, the arca shall reman set  aside and
CONTRACTOR shall only be entitled to 118 production sharmg
1__1131‘&&5}1&13(:5 of the Crude O1) as speaihed v Adticle VI (b).
The sole risk Crude Ot shall be vatued in the munner provided
i Articte VIF iy In the event of any rermination of this
Acreement under the provisions of Arpcie HE (b thas
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Agreement shail, however, continue o apply 1o EGPC's
operation OF any sote tisk venture hereunder, although such
Agreement shall have  been terminated with respect to
CONTRACTOR pursuant to the provisions of Article 111 (b) .

(d) Conversion 1o a Development Lease:

(1) Folowing a Commercial Oil Piscovery or a Commercial Gas
Discovery the extent of the whiole area capable of production to
be covered by a Development Lease shall be imutually agreed
upon by EGPC and CONTRACTOR and be subject to the
approval of the Minister of Petroleum.  Such zrea shall be
converted automatically into & Development Lease without the
issue of any additional legal ivstrument or permission.

(11} Foliowing the conversion of an area 1o a Developmen! Lease
hased on a Commercial Gas Discovery (or upon the discovery
of Gas in a Devclopment Lease granted  followmng a
Commercial nl Discovery), EGPC and CONTRACTOR shall
endeavor with diligence to find adequate markets capable of
absorbing the production of (3as and with respect to the local
market, BEGPC shall advise CONTRACTOR of the potential
outlets for such  Gas and the expected apnual schedule of
demand. Thereafter, EGPC and CONTRACTOR shall meet
with a view 1o assessing whether the outlets for such Gas and
other reieévant factors warrant the development and production
of the Gas and m case of agreement the Gas thus made available
shall be disposed of to EGPC or EGAS under a long-term Gas
Sales  Agreement in accordance with and subject to the
conditions set forth in Article VII .

(i} The Development period of cach Development Lease shall be
as tohows:

(aa) In respect of a Commercial Oil Discovery, twenty (20)
years from the date of such Commercial Discovery plus the
Extension Perod (as defined helow) provided that, in the
event that, subsequent to the conversion of a Commercial
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Oil Discovery inte a Devzlopment Lease. (Gas is discovered
. the same Development Lease and is used or is capable
of being used locally or for export hercunder, the period of
‘he Development Lease shall be extended only with respect
.0 such Gas. LPG extracted from such Gas and Crude Oil
= the form of condensate produced with such Gas for
rwenty (20) vears from the date of first deliveries of Gas
lacatly or for export plus the Extension Pericd (as defined
below) provided that the duration of such Development
Lease based on a Commercial Oil Iiscovery may not be
extended beyond thirty-tive (35) years from the date of
siich Commercial Oil Discovery, unless otherwise agreed
upon between EGPC and CONTRACTOR and subject to
the approval of the Mimisier of Petroleurn.

- CONTRACTOR shall immediately nofify BGPC of any

- Gas Discovery but shall not be required to apply for a new
Ilevelopment Lease in respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20)
vears from the date of first deliveries of Gas locally or for
export plus the Extension Period (as defined below)
provided  that, if subsequent to the conversion of
a Commercial Gas Discovery into a Development Lease,
Crude Oil s discovered in the same Development Lease,
CONTRACTOR's sharc of such Crude il from the
Development Lease (except LPG extracted from Gas or
Crude Oil in the form of condensate produced with Gas)
and Gas associated with such Crude Gil  shall revert
“entirely to EGPC upon the lapse of (wenty (20) years trom
the date of such Crude Oil Discovery plus the kxiension
Period (us defined below).
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Notwithstandmg, anything (o the contrary under  this
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall w1 no case exceed
thirty-five (3%) years from the dute of such Commercial
Gas ‘Discovery,. unless otherwrse agreed upon between
BEGPC and CONTRACTOR  and subiject to the upproval of
the Minister of Petroleum,

(?IQ]NTRACT(JR shall tmmediately notify  EGPC of any
il Discovery but shall not be vequured to apply for a new
Pevetopment Lease in respect of such Crude Ohl

The "Extension Pertod” shall mean a4 penod of five {(35)
vears which may be elected by CONTRACTOR upon six (6)
‘months wotten 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 penoad, expected levels of production during
exiension ponud, CONTRACTOR’s  obhipations  and
retevant econonic consideration. This extension period is
subject to the approval of the Minmster of Perroleum. This
approval  wlt bhe given it the Development Lease s
cconomically producing ovis capable of production.

{e} Development operations shail upon the tssuance of 2 Development
Lease granted following a Commercial (1l Discovery. be started
prompily by Operating Company and be  conducied i accordance
with good oil feld practices and  accepted petrolcurs engincering
principles. antil the freld is considered o be fully developed, it being
understood  that f associated  gas s not unlized, BEGPC and
CONTRACTOR shall negotiate in good faith on the best way o
avoid impairing the production in the interests of the parties.

In the ovent no Commercial Production of O in regular shipments
or Gas deliveries trom any Development Block within four (4) years
from.the date of the Commercial Qi Discovery, or from the date of

first Gas delivertes for Jocal or eaport, such Development Block
shall immediately be relingquished, unless there s & Commerctal Oil
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or Gas discovery on the Development Leuse. Each Development
Block \in a Development fease 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.,

Developrment operations o respent of Gas and Crude Oil in the form
of condensate or LLPG 10 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 m Article VI or otherwise, be started promptly
by Operating Company aud be eonducted in sccordance with good
gas ficld practices and accepted petroleum engineering principles
and the provisions  of such agreement or scheme. [n the event no
Commercial Production of Gas s established in accordance with
such Gas Sales Agreement or scheme, the Development Lease
relating @ such Gas shall be relinquished, unless otherwise agreed
upon by BGPC.

toupon apphication by CONTRACTOR it is revognized hy EGPC
that Crude Ol or Gas 1s being drained from the Exploration  block
unaer - this Agreement mto a Development Block on an adjoining
concessiun ey held by CONTRACTOR, the Block seing drained
shiall be comsidered as participating in the Comenercizl Production
of the Development Biock in question and the Block semng drained
shail be converted mto a Development  Lease with the ensuing
allocation of costs and production  {calcolated from the Effective
Date o1 the date such drainage ovcurs, whichever 1s Tater) between
the twa concession areas. The allocation of sach costs ard production
under cach Concession Agreement shall be in the same portion that
the recoverable reserves i the drained geological structure underlying
cach concession arca bears to the wotal recoverable resarves of such
structure nnderlyimg both concession areas, The production allocuted
to & concession area sphall be priced sccording 1o the concession
a@reemait covering that concessiun arca.
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(t) CONTRACTOR shall bear and pay all the costs and expenses
required tn-carryving out all the operations under this Agreement but
such costs and expenses shall not include any interest on investment.
CON'-I'RACT()R shall ook only 10 the Petroleum to which it is
entitied under this Agreement to recover such costs and expenses.
Such custs anrd expenses shall be recoverable as provided in
Artcle Vi During the term of this Agreement and its renewal.
the iotal production achieved in the conduct of such operations shall
be divided between EGPC and CONTRACTOR in accordance with
the provisions of Article V1L

(g) (1} Unless otherwise provided, CONTRACTOR shall be subject to

Egyptian income tax laws and shall comply with the
requircments of such laws with respect to the filing of returns,
the assessment of tax. and keeping and showing of books and
records.

(2) CONTRACTOR's annual income for Egyptian income tax
purposes ander this Agreement shall be an amount  calculated
as follows:

The i_j_(jta'i ot the sums received by CONTRACTOR from the
sule or other disposition of all Petroleum acquired by
CONTRACTOR pursuant to Article VI (a) and (b):

Reduced by:

(i) The costs and LX]}GH'SC‘: of CONTRACTOR;

(11) 'Iht, vdlue as determined according to Article VII (¢). of
EGPC's share  of the Excess Cost Recovery Petrolcum
repard to EGPC in cash orin kind, if any.

Plus:

An amount equal to CONTRACTOR's Egyptian icome tuaxes
arassed up in the manner shown in Arucle VI of Annex "E" .
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For purposes of above tax deductions in any Tax Year, Article
VIT (a) shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
perecentage Hmitation referred to in the ftirst paragraph of
Article VI (a) {1). All costs and expenses of CONTRACTOR
in conducting the opcrations under this Agreement which are
not controtled by Article V11 {(a) as above quahficd shall be
deductible in  accordance with the provisions of the Egyptian

Income Tax Law.

EGPC. 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 Petroleum produced and saved
and not used 1n operations under Arucle VILL All taxes patd by
EGPC 1n the name and on bechalt of CONTRACTOR shall be
considered income to CONTRACTOR.

EGPC shall furnish to CONTRACTOR the proper official
receipts evidencing the pavmeat of CONTRACTOR's Egyptian

income tax for each Tax Year within mnety  (90) days
following the receipt by EGPC of CONTRACTOR's  tax
declaration for the preceding Tax Year. Such receipts shall be
issued by the proper Tax Authorities and shall state the amount
and other particulars customary for such receipts.

As used herein, Egyptan Income Tax shall be mclusive  of atl
income taxes payable in the AR.E. (including tax on tax) such
as the tax on income from movable capital and the tax on

profits from conmerce and  industry and inclusive of taxes

based on income or profits including all dividends, withholding
with tcﬁ&;pec:l 1o shareholders and other taxes 1mposed by the
GOVERNMENT of ARE. on the distnibuiion of mcome or
profits by CONTRACTOR. '
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(6) In calculating its AR.E. income taxes, EGPC shall be entitled
to deduct all royalties paid by EGPC to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGPC
on CONTRACTOR's behalf.

ARTICLE 1Y
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not ‘later than six (G) months after the Effective Date. Not
latal_"_ than the end of the eighteenth (IS{h} month after the
Effective Date, CONTRACTOR shall start Exploratory drilling
cxpefatii}n_s-in the Area during the imitial Expleration period and
dnlling .'éne {1 well. EGPC shall make available for
CONTRACTOR’s use all setsmic survey. wells and other
Fxploratnon data in EGP(s possession with respect to the Area
AS LGP(IS entitled to so do. I

(b) The initial Exploration period shall be three (3) yeuars.
CONTRACTOR may extend this Exploration period for two (2)
Suc:c.eszéivt-extensi on periods cach of three ( ’3) years In accordance
with Article HT (b), each of which upon at least thirty (30) days
frri'o_r- written notice to EGPC, subject to its expenditure of 1ts
minimym Exploration obligations and of its fulfillment of the
drilling obligations hereunder, for the then curtent period.
CONTRACTOR shall spend & minimum of four million U.S
Dallarﬁl-(ﬁ;fl:i,(){](},{}(}ﬁ} on Explbruti(}n_nperati{ms and activities
related thereto during the imtial three (3) year Exploration
perind; provided that C()NTRA’CTOR shail driii one (1) well 1n
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the Tirsi cigtheenth (18" months of this initial Expioration
period. For the fhirst three (3) vear extension period that
CONTRACTOR elects 1o exwend beyond the initial Exploration
pegkﬁt CONTRACTOR shall spend & minimum of four mitlion
U.S Dollars ($ 4.000,000) und for the second three (3) vear
cxlension peri{id that CONTRACTOR elecis to extend beyond
i‘h{t three {3) vear first extension period, CONTRACTOR shall
M50 spend a minimum of four million U.S. Dollars ($ 4.000.000).
During cach of the first and second extension pertods that
CONTRACTOR elects to extend beyond the imtial Exploration
period, CONTARCTOR shall drill one (1) well in cach.

Should CONTRACTOR Speﬁd more than the mimmum amount
required to be expended or dnill more wells than the mintmum
reguited  to he dilled dunng the ntial thiee (3) vears
Exploration period, or during any period thereafter, the c¢xcess
ey be subtracted from the minimum amount-of money required
0 be. t:za;}énded iﬁ}f CONTRACTOR or mimimum number of
wells required to be dniled durnng any succeeding BExploration

periad(s), as the case may be.

In case CONTRACTOR surrenders s Exploration righis under
‘this Agreement as set forth above before or at the end of the
third (3") year of the imitial Exploraton period, having
expended less than the total sum ot tfour matlion ULS. Dollars

(% 4,000.000) on Exploration or in the event  at the end of the
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third (3'%) year, CONTRACTOR has expended less than said
summ i the Area, an amount equal to the difference between the
sard four nallion U8, Dollars ($ 4.0000000) and the amount
actually spent on Exploration shall be paid by CONTRACTOR
i EGPU at the ume of surrendering or within six (6} months
from the end of the third (3" year of the initial Expioration
perivd, as the case may be Any expenditure deficiency
by CONTRACTOR at the end of any additional period for the
reasons above noted  shall similarly result 1n a payment by
CONTRACTOR to EGPC of such deficigncy. Provided this
Agreement 18 sttil in force as 1o CONTRACTOR, CONTRACTOR
shalt he entitled to recover anv such payments as Exploration
Expenditure in the manner provided for under Article VI in the
event of Commercial Production,

Without piejudice to Article 11 (h). in case no Commercial Oil
Ihscovery 1§ established or no notice of ommercial Gas
{i}iﬂﬂﬂﬁ:}}'}*‘ 1$ given by the end of the ainth (9" yeur, as may be
extended pursuant to Article V. {aj or in case CONTRACTOR
suirenders the Arca under this Agreement prior to such time.
EGPC shall not bear any of the aforesaid cxpenses spent by
CONTRACTOR.

(€} Afjcast tour {4} months prior {o the beginnmg of each Financial
Year or at such other times as may mutually be agreed to by
EGPC and CONTRACTOR, (;fONTRf%CT{JR shall prepure an
Exploration Work Program and Budget for the Area selling
forth the Exploration operations which CONTRACTOR
proposes 1o carry owt during the ensving Year.
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The bBxploration Work Program and Budget shall be reviewed
by ajomt commitiee o be established by EGPC and CONTRACTOR
atter the Effective Date of this Agreement. This Committee,
heremnafter referred to as the "Exploration Advisory Committee”.
shall consist of six (6} members, three (31 of whom shall be
appointied by EGPC and thiee (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be

designated by EGPC from ansong 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 Commiitee. CONTRACTOR  shall make such

revisions as CONTRACTOR deems appropriate and submit the

Exploraton Work Program and Budget 0 EGPC for its

approval.

Following such approval, it 1s further agreed that:

(1) CONTRACTOR shall not substantially ievise or modify
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC;

(it} In the event of emergencies mvolving danger of loss of
Hves  or property  or damage to  the  enviroment.
CONTRACTOR may expend such additional unbudgeted
ampounts as may be required to  alleviate such danger or
danrage. Such expenditure shall be considered in all aspects
as Exploration Expenditute  and shali be recovered
pursuant to the provisions of Article VI hereof,

CONTRACTOR shall advance all nccessary funds for all

matenals, equipment. supplies, personnel administration and

operattons pursuant o the Exploration Work Program and

Budget and EGPC shall not be responsible to bear or repay any

of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and

performance of the Exploration Work Program which shall be

implemented i g workmanlike manner and consistent with
good indusiry practices.
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Except as 18 appropriate for the processing of data. specialized
laboratory enginecring and development studies thercon, to be
made 1in specialized centers outside A RULE., all geological and
geophysical studies as well as any other studies related to the
performance of this Agreement, shall be made in the ARE.

CONTRACTOR shall entrust the management of Exploration
operations in the \Rf to 1S technically competent General
Maﬁélgm" and Depury General Manager. The names of such
Manager and Deputy General Manager shall, upon appointment,
be forthwith notified (o the GQVERNMENT&Q{! o EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient
powers (o carry out immedhately all lawiul writien directions
aiven 10 them by the GOVERNMENT or its representative
under the terms of this Agreement. All lawful regulations issued
or hereatter to be issued which are applicable hereunder and not
m conilict with this Agreement shall apply 1o CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (30) days from
the end of each calendar quarter, with o Statement  of
Exploration acuvity showing costs meusred by CONTRACTOR
during such quarter. CONTRACTOR's records und necessary
supporting documents shall be available for mspection by

EGPC at any time during regalar working hours for three (3)
_m»:mth_sf from the date of receiving each statement,

Within the three (3) months irom the dute of receiving such
Statemient. EGPC shall advise CONTRACTOR m writing i 1

consyders:

(1) that the record of costs 18 nat correct;
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(2) that the costs of goods or services supplied are not in line

~ with the intéemational market prices for goods or services

ot simlar quility 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 subject 1o Article XX VI

(3} that the condition of the matenals furnished by
'CONTRACTOR does not tally with their prices; or

(4) that the costs incurred are not reasonably required for
Toperalions.
-CON;TRACTOR shall confer with EGPC in connection with the
pmblf:;m thus preserited, and the partiés shall attempt to  reach
a settlement which is _mutuallly's;-ltisfziclmy.
Ari}? reimbursement due to EGPC out of the Cost Recovery
Petroleurmn as a result of reaching agreemen: or of an arbitral
award shall be promptly made in cash to EGPC. plus simple
interest at LLIBOR plus two and one - half percent (2.5%) per
annglm from the date on which the disputed amount(s) would
have been paid to EGPC according o Article VH (a) (2) and
Annex "Lk of this Agreement (i.e., the date of rendition of the
relevant Cost Recovery Statement) to the date of payment. The
LIBOR rate applicable shall be the average of the figure or
ﬂg_ui‘ﬂs publis‘h-ec;:i by the Financial Times representing  the
mid-point of the rates (bid and ask) applicable to one month
LL.S, Dollars deposits in the lLondon Interbank Eurocurrency
Market on each hifteenth (15th) day of each month occurring
between the date on which the disputed amount(s) would have
been [j.uid to EGPC and the date on which 1L is settled.
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If the LIBOR rate is available on any {ifteenth {15th}) day butis
ot published in the Financial Times in respect of such day for
any reason, the LIBOR rate chosen shail be that offered by
- Citibank N.A. 1o other ieading banks in the London Interbank
Eurocurrency Market for one month U.S. Dollar deposits.

If such fifteenth (15th) day is not a day on which LIBOR rates
are quoted in the London Interbank Eurocurrency Market, the
LABOR rate (o be used shali be that guoted on  the next
f;:nllowiﬁg day on which such rates are quoted.

It within the time hmit of the three (3) month penod provided
for ia this paragr ttph EGPC has not advised CONTRACTOR of
118 ﬂb;emfm to anv Statement, such Statement shall be
caonsidered as approved.,

§:3 CONTEACTOR shall supply all {unds necessary for its
:;:pei atons in the AR.E. under this Agreement in freely
convertible cur rency {from abroad. C ONTRACTOR shall have
the right to frecly purchase Egyptian currency in the amounts
necessary for its operations in the A'R.E. from any bank or
entity authorized by the GOVERNMENT to conduct foreign
currency exchanges.

(h) EGPC is authorized to advance (0 CONTRACTOR the Egyptian
currency required for the operations under this Agreement
against receiving from CONTRACTOR an cquivalent amount
of U.S.Dollars at the applhicable rate of exchange. such amount
m .S, Dollars shall be deposited 1n an EGPC account abroad
with.a correspondent bank of the National Bank of Egypt, Cairo.
Withdr ;:zwa}f-; from sal accouni shail be used tor lhmancing
EGPC's and its Affiliated C ompames' foreign cunency requirements
subject to the approval of the Minister of Petroicum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the third (3™} year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOV ERNMENT a total of
twenty five percent (25%) of the original Area on the Effective date
not then converted to a Developmemi Lease or Leases. Such
relinq.uishﬂiem shall be in a single unit of whole Expioration Blocks
not converted to Development Leases unless otherwise agreed upon
between EGP‘(" and CONTRAUCTOR so a8 to enable the
relmqumhmem requlrcmenla to be precisely fulfilled.

At the end of the sixth (6" year after the Effective Date hereof.
CONI‘RACT(JR shall  relinquish to the GOVERNMENT an
additional twenty five percent (25%) of the onginal Area on the
Effective date not then converted to a Development Lease or Leases.
Such reti:nguishmenf shall be in u singie unit of whole Exploration
Blocks “not converted 1o Development Leases unless otherwise
agrm':-:dtipt)ﬁ between EGPC and CONTRACTOR 50 as to enable the
relinquishment requirements to be precisely fulfilled.

Without prejudice to Articles Il and XXIH and the last  three
paragraphs of this Articic-V (a), at the end of the pinth (9t yvear of
the Exploration penod, CONTRACTOR shali relinquish the
remainder of the Aréa not then converted to a Development
lcases.

It is understood that at the time of any relinquishment the areas to
be converted into Development Leases and which are submitted to
the Minfi;stér of Petroleurn for his approval according to Article 111
(cl} :5h5113],_ subject to such  approval, be deemed converted to
Development Leases.
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CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks on which a Commercial Ot or Gas  Well s
discovered bélfore the perniod of time referred 1o in Article HI (¢}
given 1o CQNT RACTOR 1o determine whether such Well s
2 Commercial Discovery worthy of Development or to relinquish an
Exploratton Block in respect of which a netice of Coramercial Gas
Dit&(‘.‘t"ﬁﬂf‘.!‘y- has been given to EGPC subject to EGPC's right to agree
on the existence of a Commercial Discovery pursuant to Article 1H
(¢ ). and without prejudice to the requirements of Arucle il (e).

In the event at the end of the imtal Exploration pertod or either of
the two successive exiensions of the initial Tixploration period,
a well is actually drilling or testing, CONTRACTOR shall be allowed
up o s$1x (6) months o enable it to discover a Commercial Oil or
Gas Well or to establish a Commercial Discovery, as the case may
be. However, any such extension of up o six (6) months shall
reduce the lengpth of the next succeeding Exploraton Pernod, as
applicable, by thal amount

(h) VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish  all
or any part of the Area in  whole Exploration Blocks or parts of
'Expim:n;jim. Blocks provided that at the time of such voluntary
relinquishment its Exploration obligations under Article 1V (b) have
been satisfied for such pertod. '

Anv rehinguishments hereunder shall be credied toward the
mandatory provisions of Articie 'V (a) above.

Following Commercial Ihscovery, EGPC and CONTRACTOR shall
mutually agree upon anv arca to be rehinquished thereafter, except
for the relinguishment provided for above at the end  of the total
Expiermilmﬂ--p{*;‘iu:)d. |
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

ta) On Cormmercial Discovery, EGPC and CONTRACTOR may form in
the A.RE. an operating company pursuant 1o Artcle VI (b) and
Amnex (D} (heretrafior referred o as “Operating Company™y which
company shatl 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 (j;"tﬂi‘i’ﬂii“]g Company shall be subject to the laws and
regulations mm force i the ALR.E. 1o the extent that such faws and
fegma'zigms are not pconsistemt with the provisions  of  this
Agreement or the Charter of Operating Company .
However, Dperating Company and CONTRACTOR shall. for the
purpose of this Agreement, be exempted from the {following laws
and regulations as now o herealter amended or susstitated:

- Law No. 48 of 1978, on the employee regulationy of public sector
COMpaNics;

- Law No. 1539 of 1981, promulgating the low on jont stock
companies, . parinership hmited by shares and hnvted lLability
COMPUnIes;

- Law Noo Y7 of 1983 promulgating the law concorming public sector
Orgarnzaiions and CONPANICS;

CLaw No. 205 of 1991 promuleating the law on public business sector
COMPAnIes; & il

- Law No. 38 ot 1994, organizing dealings in foreign currencies.
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(b) The Charter of Operattng Company is hereto attached &és Annex “D”.
Within thurty (30) days after the date of Commercial Oil Discovery
or within :th'ii't}-* (30} days after signature of a Gus Sales Agreement
or commencement of a scheme 1o dispose of Gas (un‘ess otherwise
agreed. ‘upon by EGPC and C ON]RL&CTORJ the Charter shall take

effect and Oper almw Company  shall autmmztmally come  1nto
existence without any further procedures, The Exploration Advisory
Commutice shail be dissolved forthwith uporn the coming into

existence of the Operating Company.

(¢) Ninety (90} days after the date Operating Company comes 1nto
existence in accordance with paragraph (b) above, it shall prepare
2 Work Pl‘()gmm and Budget tor further Exploration and Development
for the remainder of the: yeur in which the Commercia! Discovery 1s
made: and not later thun four {4) months before the end of the
current Financial Yeay {or such other date as may be agreed upon by
EGPC and CONTRACTOR) and four (4) months preceding the
commengcement of each succeeding Financial Year thereafter (or
such  other date as may be agreed upon by LEGPC and
(ONIRACTOR) Operating Company  shall prepare dan annual
Production Schedule, Work Program. and Budgel for further
Exploration and Development for the succceding Financial Year.
The Producuon Schedule, Work Program an¢ Budger shall be
submitied to the Board of Directors for approval.

(d) Not fater than the twenueth (20th) day of each month, Operating
Company shall fumish 1o CONTRACTOR a written estimale of its

total cash requirements for cxpenditure for the first halt and the
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second half of the succeeding month expressed in LS. Dollars
having regard 1o the approved Budget. Such estimate shall take into

consideration anv ¢ash expected to be on hand at month end.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1st) day and fifteenth (15th) day respectively, or the next

following business day, if such day is not a business day.

(e) Operating Company is authorized to keep at its own disposal abroad
in an zecgunt opened with a correspondent bank of the National
Bank of Egypt, Cairo. the foreign funds advanced by CONTRACTOR.
W iihiif:.%waiﬂ from. sawd 3{2{‘;{}&:{3{- shall be used for puvment tor goods
and services aa:qﬁir&d abroad and for transferrmg to a Tocal bank in
the f‘\RfihL reguared amount 10 meet the expenditures in Egyptian
Pi}uﬁdﬁ “for Operating Company mn wnnﬂaiim with its activities

under this Agreement.

Within sixty (60) days after the end of cach Financial Year,
Operating Company shall submit o the appropriate exchange control
m.,ltl;tf:,;ﬁ-l:?és m the ARE. a statement, duly centificd by a recognized
firm of | auditors, showing the funds credited to that account, the
{:iif;m{rmmems made out of that account and the balance outstanding

at the end of the Year.
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1y 11 and for as long dunng the penod of production operations there
eXiSts an excess capacity n facilities which can not during the period
of such excess be used by the Operating Company, EGPC shall use
the excess capacity. i 1t s0 lestres without any fmancial or
()}'}{fratitmﬂl' dhisadvantage to the CONTRACTOR or Operating
Company.

ARTICLE VIi
RECOVERY OF COSTS AND EXPENSES AND
~ PRODUCTION SHARING
(a) (1) Cost Recovery Petroleum :

Subject to the audiing prowvisions under this Agreement,

CONTRACTOR shall recover quarterly all rosts, expenses and
expenditures in respect of all the Expiotation, Development and
related {}?éﬁiﬁ{}ﬂi‘? under this Agrecment 10 the extent and out of
thirty pereent (30%3 of wll Petroleum produced and saved from
ail Development Leases within the Area hereunder and not used
in Pewrolcum operations. Such Petroleum s heremaiter veferred

o as "Cast Recovery Petroleum”,

For the purpose of determining the classification of all costs,

expenses and expenditures ior their recovery, the following

terms shall apply:

- "Exploration Bxpenditures” shall mean all cosls and
“expenses for Exploration and the related  portion of indirect

pxpenses and overheads.
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2. "Development Expenditures” shall mean all costs  and
expenses for Development  {with the e¢xception  of
Operating Expenses) and the related portion of  idirect

expenses und overheads.

3- “Operating Expenses” shall mean all costs, expenses and
~expenditures made after mital Commercial Production,
which costs, expenses and expenditures are not normally
depreciable.

However, Operating Expenses shail include workover, repair

and maintenance of assets but shall not include  any of the

following: sidetrucking. redrilling and changmg of the status of

a well, replacement of assets  or part of an usset, additions,

improvements, renewals or major overhauling that extend the

life of the asset.

Lxplaration  Expenditures, Developmem - Expenditures  and
Operatimg Expenses shall be recovered from Cost  Recovery

Petrolewum in the {following manner:-

(1) “Exploration bxpendutures,” including those  accumulated
priov to  the commencement of mtial Commercial
Production, which for the purposes of this Agreement shall
mean the date on which the hirst regular shiprent of Crude
Ol or the {irst  deliveries of Gas are made, shall be
recoverable at the rate of twenty five percent (25%) per
anrum starting etther 1n the Tax Year in which such
expendiiures are incurred and paid or the Tax Year in
which  inittal Commercial  Production comumences,

whichever 1s the later date.
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(i “Development Expenditures.” sncluding those accumulated
prior 1o the commencement of mtal Commercial
Production which for the purposes of this Agreement shall
mean the date on which the first regular shipment of Crude
O or the first deliveries of Gas  are made, shall be
recoverable 4t the rate of twenty five percent (25%) per

Codnnum starting either i the Tax Year i which such
expenditures are mcurred and paid or the Tax Ycar 1n
which initial  Commercial  Production commences.

whichever is the later date.

(it} “Operating Expenses,” incurred and paid after the date of
mitral Commercial Production, which for the purposes of
this Agregment shall mean the date on which the first
reguiar shipment of Crude Ofl or the first del:veries of Gas
are made. shall be recoverable either in the Tax Year in
which such costs and expenses are mcurred and paid or the

CTax Year in owhich mitial Commercial Production occurs,

ﬁhi-ﬁhﬂ%fﬁf 15 the later date,

(iv: To the cxient that, in ¢ Tax Year, Costs, expenses  Of
gxpendiiures recoverable per paragraphs (13, (1) and (1)
pzﬂfeﬂfﬁz}mg, ¢xceed the vatue of all Cost Recovery Petroleum
for such Tax Year, the excess shull be carvied forward for
recovery s the next succeeding Tax ‘:’ﬁ:zir(_i-;) until fully
recovered., but in no case after the termination of  this

A grmmem, as to CONTRACTOR.
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(v The recovery of cosis and expenses. based upon the  rates
 referred to above, shall be allocated 0 cach quarter
propertionately (one fourth to each quarter). However, any
recoverable cosis and expenses not recovered 11 one quarter
as thus allocated. shall be carmied forward for recovery in

the next guarter,

(2) I:'*ixcgcpt'a's provided m Article VII (a} (3) and Articte VI (€) (1)
CONTRACTOR shall cach quarter be entitledd to take and own
all Cost Recovery Petroleum. which  shall be faken and
disposed of in thé manner determined pursuant to Article VII (e}
To the extent that the value of alt Cost Recovery Petroleum [as
determined in Article VII (¢)! exceeds the actuul recoverable
costs and expendiures, including any carey forward under
Article 1’%“' H (a) (1) {iv), to be recovered i that quarter, then the
value of such bxcess Cost Recovery  Petroleum shall be split
between BOGPC and CONTRACTOR 1 accordance with the
percentages specified in Article VIE (b) (1} below and EGPC's
shares shall be paid by CONTRACTOR to EGPC in cash in the
rrianner set torth in Articie 1V Accounting Pracedure contained
in Annex “E.

(b) Production Sharing

(1) The rém;z;mmg seventy percent (70%) ot the Petroteum shall be
divided between EGPC and the CONTR ACTOR according to
the t**{}%}m%«fi}'zg shares: Such shares shall be taken and disposed of

pursoant 1o Articie Vi (o)
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(i) Crude Ol

Crude Oil produced and
saved under this Agrec-
ment and not used in Petro-
lcum operations. Bawrels ol
per day (BOPD) (quarterly

AVErage).

That portion or increment
up o lcs:e._ than 10,000
BOPD.

That poron or mcrement
irom 10.000 and up to less
than 25.000 BOPH.

That portion Of ‘increment
from 23,000 and up to less
than 50,000 BOPD.

That portton O increment

from 0,000 BOPD and

above.

EGPC
SHARE

(sevenly seven
porcent}
(77 )

(seventy eight
percent)
(78 %)

(erghly percert)

(o0 Y08

(cighty two percent)

(32 T}

CONTRACTOR
SHARE

(twenty three
percent)

(23 %)

(twenty two
percent)

(22 %)

(twenty percent)
{ 20 %)

(cighteen percent)
( 18 %)
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(ii) Gas and LPG

Gas and LPG produced and
saved under this Agree-
ment and ;3{.}# used in Petro-
leum operations (SCFD)
(quarterly average)

That portion; or increment
up to less than 125,000,000
SCFD. o

That portion or increment
from 125000000 and wup
o less than 250,000,000

SCFD.

That portion or increment
from 250,000,000 and up

o less than 500,000,000

SCHD.

That portion or increment

from %OE}OGOGG{) SCFD

and gbove.

EGPC
SHARE

{eighty percent)
(80%)

(e ghw (WO percent)
g% }

n..m-l J’fi

(eighty four percent)
(849

(eighty six percent)
(86%)

b K Junl A () gl V0 samdl ~ Rl 3y A

CONTRACTOR
SHARE

(twenty percent)
( 20 %)

(e1ghteen percent)
{ 18 %)

(sixteen percent)
(16 %)

(fourteen percent)
( 14 %)
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(21 After the end of each contractual year during the term  of any

Gas Sales Agreement entered into pursuant to Article VII (e),
EGPC and CONTRACTOR (gs sellers) shall render 10 EGPC
or EGAS {as buver) a statement for an amount of Gas, if any,
cquat to the amount by which the quantily of Gas of which
EGPC or EGAS (as buyer) has taken dehvery talls below
seventy five percent (75%) of the Contract quantities of Gas as
cstablished by the applicabie Guas Sales Agreement (the
"Shorfall”), provided the Gas 1s available.  Within sixty (60)
days of receipt of the statement, EGPC  or EGAS (as  buver)
shatl  pay EGPC and CONTRACTOR (us selers) for the
amount of the Shontfall, if any. The Shortfall shall be included
m LEGPC's and CONTRACTOR's entitiement to Gas pursuant
o Article VI {a) und Article Y11 (b) in the fcurth (4th) quarter
of such contractual vear.

Quanuties of Gas not taken bu! 1o be paid tor shall be recorded
n a separate Take-or-Pay Account. Quantitics of Gas ("Make
L'p Gas"y which are delivered in subsequent vears in excess of
SEVENLv five percent (75%) of the contract quantiies ol Gas as
cstublished by the apphicable Gas Sales Agrecment, shall be set
:igai'nfgf-;ii'aﬁ'rf:{iiicé-(']tllaniilie,s of Gas in the Take-or-Puy account
10 the extont thereot und, to  that extent, no payment shall be due
i respect of such Gas. Such Make Up Gas shall not be included
in CONTRACTOR's entitlement to Gas pursuant to Asticle VI
(i) smd Article VII (b). CONTRACTOR shall have no rights
to such Make Up Gas.

It at the end of uny Contract vear, EGPC and CONTRACTOR
(as seilers -') fail to deliver seventy live percent {75%) of the annual
contract quantity of Gas as detined in the Gas Sales Agreement
with EGPC ar EGAS (as buyer), the difference between seventy
fve percent (753%1 of the annual contract quantity of Gas and
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the actual gas quantity delivered shall be referred to as the
“Deliver-or-Pay Shortfall Gas”. EGPC or EGAS (as buyer)
shall have the right to take a quantity of Gas equal to
Deliver-or-Pay the Shortfull Gas and such quantity shall be
valued al ninety percent (90%) of the Gas price s defined in the
Gus Sales Agreement. The mechanism for the delivery-or-pay
concept will be determined i the Gas Sales Agreement.

The percentages set torth Article VII (a) and -Ihis Article VIl
(b} m respect of IFG pmdua,ed from 4 plam constructed and
Dperdted by or on behalf of EGPC and CONTRACTOR shall
dpph to all LPG available for de livery.

(¢} Valuation of Petroleum:
( I) Crude Oil:

' The Cost .Recovery Crude Oil 1o which CONTRACTOR s
-::nt:ith::d hereunder  shall be  valued by LEGPC  and
CONTRACTOR at "Market Price” for cach calendar quarter.
(1) "Market Price” shall mean the weighied averygze prices
_I"f;”zii'?f-ﬂ from sutes by BGPC or CONTRACTOR during the
quarter, whichever is higher. provided that the sales (o be
used JI"IVME at the weighted average(s) shall be sales of
comparable quantitics on comparable credi terms in freety
convertible currency from F.O.B. point of export sales to
non-affilrated corpanies at arm’s length under atl Crude Onl
sales contracts then in effect. but excluding Crude Oil sules

'ct)mrzmé' involving barter an:i.
(1} Sales. whcther direct or indirect. through brokers or
otherwise. of EGPC or CONTRACTOR to any Affiliated

Company.
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(11 Sales involving a quid pro quo other than payment in a
freciy convertuble currenicy or  motivated in whole or n
part by considerations other than the usual economic
meentives for commercial arm's length crude ol sales.

?????

deductions snall be made for transport amd insurance charges
o catoutate the FLOB. pomt of export price; and always
taking to account the approprate adjustinent “or quality of
Cruade Ol freight advantage or  disadvaotage of port of
loadhing and other appropnate adjustments. Market Price shall
be  determimed separately for cach Crude O or Crude  Oil
myx, @nd for each port of loading.

(ivy B duning any calendar quarter, there ore no such sales by
EGPC and/or CONTRACTOR under the Crude Ot sales
contravts o cliect, EGPU and CONTRACTOR  shall
iy agree upon the Market Price of the barrel of Crude
O 1o be used for such quarter, and  shad be surded by all
reievent and uvailable ovidence mmcluding  curren: prices 1in
freely convertibde currency of leading crude oils produced by
mggor ot producing countries (in the Awnabian Gulf or the
Mediterruneun Area), which are regulariy sold 1 the open
marker according to actual sales contracts tarms but excluding
paper sales and sales promuses where no crude ol s
ceitverad, to the extent that such sales are eitected under such
terms and condintons {exciuding the price} not ssgnhicantly
i fterent fromy ihose under which the crudge oil to be valued,
was soid, and wiways wking into consideration  sppropriate
adpustmients for crude o quality.  frerxbt advantage or
chisadvantage of port of  loading and orher approprate
arfjustments, as the case may be. {or differences in gravity,
sulphur. and other tactors generally recognzed by sellers and
purchasers, as refleciad in crude prices. lransporiation ninety
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(90) days msurance premiums, unusual fees borne by the
seller, and for credit terms in excess of sixty (60) days, and
the cost of foans or guarantees granted fon the benefit of the

setlers af prevailing interest rates.

It is the mtent of the Parties that the value of  the Cost
Recovery Crude Oif shall retlect the prevailing market price
for such Crude Ol

{(v) If cither EGPC or CONTRACTOR considers that the Market

Price as determned under sub-paragraph {u) above does not
retlect the prevarhing Marcket Price or in the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude
Oif produced under this  Agreement for any quarter within
fiftcen {13) days afier the end thereof, any party may
clect al any tme thereafter to submit 1o a single arbitrator
the guestion. what single price por barrel, in the arbitrator'’s
wdgment, best represents for the pertinent quarter the Market
Price for the Crude Gil in question. The arbitrator shall make
his doetermmmation as soon as possibie following the quarter m

westion, His determination shall e final and bimding up
estion. His det nation shall he fimal and bmnding upon

~all the partics, The arbirator shall be selecied in the manner

descerihed helow.

In the event EGPC and CONTRACTOR fud 1o agree on the
arbirator withi thaty (30) days from the date any party
notifies the other that it has decided 10 submit the determination
of the Market Price (o an arbitrator. such arhitrator shall be
chosen by the appointing authority designated 1 accordance
with Articie XX1V (¢, or such other appaointing authorty with
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gecess to such expertise  as may be agreed to between EGPC
and CONTRACTOR, with regard to the qualifications for
arhitrators  set forth below, upon written application of one or
both of EGPC and CONTRACTOR. Coptes of such apptication
by one of them shall be promptly sent to the other.

The arbitrator shall be us nearly as possible 4 person with an
estublished reputation in the international petroleum industry as
an expert in pricing and marketing crude ot in international
commerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with both the AR.E.
and England, He may not be, at the time of selection, employed
by, or-an arbitrator or consultant on a continuiny or {requent basis
to.. the American Petroleum Institute, the Organization of the
Perroicum Exporting Countries or the Organization of Arab
Petroleum Exporting Countries, of a consultant on a continuing
hasis to EGPC. CONTRACTOR or an Affilisted Company of
eith:c:t-; but past occasional consultation with such compames,
wilhe other petrolcum companies, governmental agencies or
organizations shall not be a ground for disquahfication. He may
not have been. at any time during the two (2) vears before
selection. an  ecmployee of any petroleum company or of any
governmental agency or organization.

Shouki a selecied person deciine or be unable to  serve as

arbitrator Or should the position of arbitrator fall vacant prior to

the decision called for. another person shatl be chosen 1a the
same manner provided in  this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determination in accordance with
the pravisions of this puragraph, based or the best evidence
avariable to him. He will review oil sales contracts as well as
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