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CONCESSION AGREEMENT FOR

GAS AND CRUDE OIL
EXPLORATION AND EXPEOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN NATURAL GAS HOLDING
COMPANY

AND
RWE Dea Nile GmbH
IN
NORTH EL AMRIYA AREA
MEDITERRANEAN SEA
A.R.E.

This Agreement made and entered on this - day of --------—- 2006,
by and between the ARAB REPUBLIC OF EGYPT (hereinafier referred
to variously as the "ARE" or as the "GOVERNMENT"Y}, the
EGYPTIAN NATURAL GAS HOLDING COMPANY, a legal entity
created by the Prime Minister Decree No. 1009 of 2001, as amended, and
according to Law No. 203 of 1991, as amended (hereinafter referred 10 as
"EGAS™) and RWE Dea Nile GmbH a hmited hability company
organized and existing under the laws of the Federal Republic of
Germany (hereinafter referred to as "RWE" or "CONTRACTOR").
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WITNESSETH
WHEREAS, all minerals, including petroleum, existing in mines and
quarries in the A .R.E., including its territorial waters, and in the seabed
subject to its jurisdiction and extending beyond its territorial watcrs,
the property of the State: and -

WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the Exploration and exploitation of Petroleum in and

throughout the area referred to in Article II, and described in Annex "A"
and shown approximately on Annex "B”, which are attached hereto and
made part hereof; (hereinafter referred to as the "Area"); and

WHEREAS RWE Dea Nile GmbH, agrees to undertake its obligations
provided hereinafter as CONTRACTOR with respect to the Exploration,
Development and production of Petroleum in North El Amriya Area,
Mediterranean Sea; and

WHEREAS, the GOVERNMENT hereby desires to grant such
concession pursuant to this Agreement; and

WHEREAS, the Minister of Petroleum, pursuant to the provisiuns of
Law No. 86 of 1956, may enter into a concession agreement with EGAS,
and with RWE Dea Nile GmbH as a CONTRACTOR in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:
ARTICLEI
DEFINITIONS

(a) "Afflliated Company' means a company:

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

(ii) which is the owner directdy or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a
party hereto; or
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{b)
{c
(d)

(e)

{t)

(2)
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(ii1) of which the share capital conferring a majority of votes at
stockholders’ me&tings of such Compdry and theshare capital
conferring a majority of voles 2t stckholders” meetings'of a
party hereto are owned directly or indirectly by the same
company. | |

"Agreement' means this Concession Agreement and its Annexes.

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

A "Barrel" shall consist of fﬁny—twn (42) United States gallons,
liquid measure, corrected 1o & temperature of sixty degrees Fahrenheit
{60°F) at atmospheric pressure of 14.696 PSIA,

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

"Calendar Year” means 2 period of twelve (12) months from
1% January to 31 December according to the Giregorian calendar.

"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 in any event in accordance
with sound and accepted industry production practices and verified
by EGAS, is found to be capable of producing at the average rate of
not less than fifteen million {15,000,000) Standard Cubic Feet of
Gas per day (SCFD). The date of discovery of a Commercial Gas
Well is the date on which such well is tested and completed
according to the above.
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(h) "Commercial Oil 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 in any event in accordance
by EGAS, is found to be capable of producing at the average rate of
not less than three thousand (3,000) Barrels of Oil per day (BOPD).
The date of discovery of a Commercial Oi1l Well is the date on
which such well is tested and completed according to the above.

(i) "Commercial Production” means Petroleum produced and saved for
regular shipment or delivery, as may be applicable for Oil or Gas .

(§) "Commercial Production Commencement' means the date on which
the first regular shipment of Crude Oil or the first regular delivenes
of Gas are made.

k) "CONTRACTOR'" could be one or more companies {each company

‘to be individually referred to as a "CONTRACTOR MEMBER").

Unless modified in accordance with Articie XXI herein,

| CONTRACTOR under this Agreement shall mean RWE.

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

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

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

(iii) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and (11)
above.
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(m) "Development Block' means an area the corner peints of which
have to-be comncident with one (1) minute by one (1) minute
latitude and _luﬁgitude divisions according to the International
Coordinates Grid System, where possible, or with the existing
boundaries of the Area covered by this Agreement as set out in

Annex "A".

(n) "Development Lease(s)'' means the area that covers one or more
'Dcve]ﬁpnl'cnt Block(s) covering the geological structure capable of
-pmducﬁﬁn; the corner points .ﬂ_f which_ have to be coincident with
-la;itude apd longitude :divisions according to the International
Coordinates Grid System, where possible, or with the existing
boundaries of the Area cﬂvcr.ed'by this Agreement as set out in

Annex "A".

(0) "Effective Date" means the date on which the text of this Agreement
is signéd by the GOVERNMENT, EGAS and CONTRACTOR,
after the relevant Law.is issued. -

{p) _‘?‘EGPC" means the Egyptian General Petroleum Corporation, a legal
entity created by Law No. 167 of 1958, as amended.

(q) "'Exploration" includes such geological, geophysical, aerial and other
'sthyfs- as may be contained in ihe_ approved Exploration Work
.Programg-and _BUdgci:s, and the dﬁlliﬁg of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and équ_ip_ment therefore, all as may be contained in the
approved Work Programs and Budgets. The verb “explore” means

the act of conducting Exploration.
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{r} TExploration Block™ mezans an area the comer poinis of which are
coincident with threa (3) minutes by three (3) minutes latitude and
longitude divisions mmng to the Inmmmﬂ Coordinates Grid
System, where pesmblﬂ, or with the existing boundaries of the Area
covered by this Agreement as setout in Annex "A",

(s) "Financial Year" means the GOVERNMENTs financial Year
according to the laws and regulations of the ARE.

{1} “Gas™ means natural gas both associated and non-associated, and ali
of its constituent elements produced from any well in the Area
{other than Liquid Crude Qil) and il non-hydrocarbon subsiances
therein. Said térm shall include residual gas, that gas remaining
after removal of LPG. |

{(u) “Gas Sales Agreement* means a written agreement entered into
purseant to Article VII(e) between EGAS and CONTRACTOR (as
seilers} and EGAS and/or a third party (as buyvers), which containg
the terms and conditions for Gas sales from 2 Development Lease.

{v} *Joint Venture Campany” is a company to be formed in accondance
with Article VI and Annex "D” of this Agreement.

(w) “Liquid Crade Of" or “Crude O or “Oll" means any hydrocarbon
produced from the Area which is in a liquid state at the welthead or
lease separators or which is extracted from the Gas or casing head
gas in a plant. Such hiquid state shall exist at sixiy degroes
Fahrenheit (60°F) and atmospheric pressure of 14.696 PSIA. Such
term includes distiliate and condensate.
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(x) "LNG" means liquefied natural gas.

(y) "LPG" means liquefied petroleum gas, which is a mixture pnnc:lpally

of butane and propane liquefi cd by pressure and temperaturc

(z) Operatnr" means CONTRACTOR (if it is one company) or one of
the CdN-TRACTOR MEMBERS (if they are more than one
company), as the case may be, appointed by them to be the entity to
which, from which and in whose name all netifications related to or
in cnﬁnectiun with this Agreement shall be made. CONTRACTOR
shall notify the name of the Operator to EGAS.

{(aa) "Pefrnleum" means Liquid Crude Oil of various densities,
asphalt, Gas, casing head gas and alt other hydrocarbon
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 therefrom.

(bb) "Standard Cubic Foot (SCF)" is the amuﬁnt of gas
necessary to fill one (1) cubic foot of space at atmospheric
pressure of 14.696 PSIA at a base temperature of sixty
degrees Fahrenheit (60°F).

{cc) "Tax Year" means the period of twelve (12) months

according to the laws and regulations of the A.R.E.

(dd) "Year"” means a period of twelve (12) months according to

the Gregonan calendar.
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ARTICLE H
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the Area covered and affected by this
Agreemcnt hereinafter referred to as the "Area®.

Annex "B" is a provisional illustrative map on the scale of
approximately (1: 700,000) indicating the Area covered and affected by
this Agreement and described in Annex "A".

Annex "C" is the form of a Letter of Guarantee to be submitted by
CONTRACTOR to EGAS one (1) day before the time of signature by the
Minister of Petroleum of this Agreement, to guarantee the execution of
CONTRACTOR's minimum Exploration obligations hereunder for the
initial three (3) year Exploration period by paying and / or transferring a
quantity of Petroleum sufficient in value to cover the shortfall between
the sum of nine million U.S. Dollars ($9,000,000) and the amount of
money spent by CONTRACTOR and approved by EGAS during such
Exploration period. In case CONTRACTOR extends the initial
Exploration period for one (1) or two (2) additional periods, each of three
(3) years respectively, each in accordance with Article HI (b) of this
Agreement, a similar Letter(s) of Guarantee shall be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR exercises
its option to extend. The first such Letter of Guarantee related to the first
extension Exploration period shall be to guarantee the payment and / or
transferring a quantity of Petroleum sufficient in value to cover the
shortfall between the sum of eight million U.S. Dollars ($8,000,000) and
the amount of money spent by CONTRACTOR and approved by EGAS
during such Exploration period, and the second such Letter of Guarantee
related to the second extension Exploration period shall be to guarantee
the payment and / or transferring a quantity of Petroleum_sufficient in
value to cover the shortfall between the sum of eight million U.S. Dollars
($8,000,000) and the amount of money spent by CONTRACTOR and
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approved by EGAS during such Exploration period, less in both
instances any cxcess expenditures, incurred in the preceding Exploration
period permitted for carry fnrﬂ;rard in a&curdance with Article IV (b) third
paragraph of this Agreement, and ﬁppfﬂ#ed by EGAS in"a:;c_:ordﬁnce with
this Agreement. Each of the thfca (3) Letters of Guarantee shall remain
effective for six- (6) months after the end of the relevant Exploration
period for which it has been issued, except as it may expire upon
completion of CONTRACTOR's obligations hereunder.

Annex "D" is the form of a Charter of the Joint Venture Company

to be formed as provided for in Article VI hereof.
Annex "E" is 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 EGAS and CONTRACTOR under a Gas
Sales Agreement, which point of delivery shall be located at the flange
connecting the Development Lease pipeline to the nearest point on the
National Gas Pipeline Gnid System as depicted in Annex "F", or as
otherwise agreed by EGAS and CONTRACTOR.

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

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

force and effect with the provisions of this Agreement.
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| ARTICLE Il
GRANT OF RIGHTS ANDTERM . _ -

The GOVERNMENT hereby grants EGAS and CONTRACTOR,
subject to the terms, covenants and conditions set out in this Agreement,
which insofar as they may be 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 to, as hereinafter
provided, to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petrolenm produced amd saved from the Area
during the Development period (including its extension, if any).
Said royalty shall be bome and paid by EGAS and shall not be the
obligation of CONTRACTOR. The payment of rovalties by EGAS
shall not be deemed to result in an income attributable to the
CONTRACTOR.

(b} An initial Exploration period of three (3) years shall start from the
. Bffective Date. Two {2} successive exiensions to -the inifial
Exploration period, each of three (3) years respectively, shall be
granted to CONTRACTOR at its option, upon written notice given
to EGAS not less than thirty {30) days prior to the end of the then
current Exploration period, as may be exitended pursuamt to the
provisions of Article V(a), and subject only to CONTRACTOR
having fulfilled its obligations hereunder for that period. This
Agresment shall be terminated if neither a Commercial Oil
Discovery nor 3 Commercial Gas Discovery is established by the
end of the ninth (9%) year of the Exploration period, as may be
extended pursuant to Article V(a). The. election by EGAS to
unklertake a sole nisk ventute under paragraph {¢) below shall
neither extend the Exploration period nor affect the termination of
this Agreement as 10 CONTRACTOR.
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{(¢) Commercial Discovery:

(i) A "Commercial Discovery" - whether of Qil or Gas - may consist
of one (1) producing reservoir or a group of producing
reservoirs which is worthy of being developed commercially,
After discovery of a Commercial Oil or Gas Well,
CONTRACTOR shall, unless otherwise :agreed upon with
EGAS, undertake as part of its Exploration program the

appraisal of the discovery by drilling one (1) or more appraisal
wells, to determine whether such discovery is worthy of being
developed commercially, taking into consideration the
recoverable reserves, production, pipeline and terminal facilities
required, estimated Petroleum prices, and all other relevant
technical and economic factors.

(i1) The provisions iaid down herein postulate the unity and indivisibility
of the concepts of Commercial Discovery and Development
Lease. They shall apply uniformly to Oil and Gas, unless"
otherwise specified.

(iii)) CONTRACTOR shall give notice of a Commercial Discovery to
EGAS immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development but
in any event, with respect to a Commercial Qil Well, not later
than thirty (30) days following the completion of the second

appraisal well or twelve (12) months following the date of the

discovery of the Commercial Oil Well, whichever 1s earler; 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 EGAS agrees to extend such

period); except that CONTRACTOR shall also have the right to

give such notice of Commercial Discovery with respect to any
reservoir or reservoirs even if the well(s) thereon are not
commercial within the definition of Commercial Oil or Gas

Well if, in its opinion, a reservoir or a group of reservoirs,

considered collectively, could be worthy of commercial

development. |

CONTRACTOR may also give a notice of a Commercial Oil

Discovery in the event it ‘wishes to undertake a Gas recycling

project.
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A notice of Commercial Gas Discovery shall contain all detailed
pamr.:ulam of the discovery, and especially the area containing
recoverable reserves, the estimated productibn potential and
profile and field life, Gas analysis, the required pipeline and
terminal facilities, estimated Petroleum prices, and all other
relevant technical and economic factors {unless otherwise
agreed upon by EGAS).

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

~ agree in writing that a Commercial Discovery does exist.
(iv)If Crude il or Gas s discovered but is not deemed by

CONTRACTOR to be a Commercial Qil or Gas Discovery
under the above provisions of this paragraph {c), EGAS shall
one {1) month after the expiration of the period specified above
within which CONTRACTOR can give notice of a Commercial
Qil or Gas Discovery, or thirteen  (13) months after the
completion of a well not considered to be a Commercial Qil
Well or twenty five (25) months after the completion of a well
not considered to be a Commexcial Gas Well, have the right,
following sixty (60) days written notice to CONTRACTOR, at
its sole cost, risk and expense, to develop, produce and dispose
of all Crude Oil or Gas from the gaological feature on which the
well has been drilled. Said notice shall state the specific ares
covering said geological feature to be developed, the wells to be
drilled, the production facilities to be instaHed and EGAS'
estimated cost thereof. Within thirty (30) days after receipt of
said notice CONTRACTOR may, in writing, elect to develop
such area as hereunder provided for in the ease-of Commercial
Discovery. In such event all terms of this Agreemt shall
continue o apply 1o the specified area.
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If CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole
risk uperatin'ns by EGAS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petroleum
industry practice. EGAS shall be entitled to perform or, in the
event the Joint Venture Company has come into existence, to
have the Joint Venture Company perform such operations for
the account of EGAS and at EGAS' sole cost, risk and expense.
When EGAS has recovered from the Petroleum produced from
such specific area a quantity of Petroleum equal in value to three
hundred percent (300%) of the cost it has incurved in carrying
out the sole risk operations, CONTRACTOR shalli have the
option, only in the event that there has been a separate
Commercial Oil or Gas Discovery, elsewhere within the Area,
to share in further Development and production of that specific
area upon paying EGAS one hundred percent (100%) of such
costs incurred by EGAS.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such
payment, the specific area shall either (i) revert to the status of
an ordinary Development Lease under this Agreement and
thereafter shall be operated in accordance with the terms hereof;
or (1) alternatively, in the event that at such time EGAS or its
Affiliated Company is conducting Development operations in
the area at its sole expense and EGAS elects to continue operating,
the area shall remain set aside and CONTRACTOR shall only
be entitled to its production sharing percentages of the Crude
O1l or Gas as specified in Article VII(b). The sole risk Petroleum
shall be valued in the manner provided for in Article VII{c).
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In the event of any termination of this Agreement under the
provisions of Article I(b), this Agreement shall, however,
continue to apply to EGAS' aperation. of any sole risk venture
hereunder, although this Agreement shall have been terminated
with respect to CONTRACTOR pursuant to the prﬁvisiuﬁs of
Article III(b).

(d) Conversion to a Development Lease:

(i) Following a Commercial Discovery of Oil or Gas, the extent of
the whole area capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGAS
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area shail then be converted
automnatically into a Development Lease without the issue of
any additional legal instrument or permission.

(ii) Following the conversion of an area into a Development Lease
based on a Commercial Gas Discovery (or upon the discovery
of Gas in a Development Lease granted following a Commercial
Oil Discovery), EGAS and CONTRACTOR shall endeavor

- with diligence to find adequate markets capable of absorbing
the production of Gas. With respect to the local market EGAS
shall advise CONTRACTOR if EGAS requires such Gas for the
local market, and the expected annual schedule of demand for
such Gas. Thereafter, EGAS and CONTRACTOR shall megt
with a view to assessing whether the outlets for such Gas and
other relevant factors warrant the Development and production
of the Gas and, in case of agreement, the Gas thus made
available shall be disposed of to EGAS under a long-term Gas
Sales Agreement in accordance with and subject (o the
conditions set forth in Article VI
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(i11) The Development perniod of each Development Lease shall be
as follows: | |
(aa) In respect of a Commercial “Qil’ Discovery, twenty (20)
years from the date of such Commercial Oil Discovery plus
the Extension Period (as defined below); provided that, if
after the conversion of a Commercial O1l Discovery into a
Development Lease, Gas is discovered in the same
Deveiopment Lease and 1s used or is capable of being used
locally or for export hereunder, the penod of the
Development Lease shall be extended only with respect to
such Gas, LPG extracted from such Gas and Crude Oil in
the form of condensate produced with such Gas for twenty
(20) years from the date of first deliveries of quantities of
Gas locally or for export plus the Extension Period (as
defined below); provided that the duration of such
Development Lease based on a Commercial Qil Discovery
shall not be extended beyond thirty-five (35) years from the
date of such Commercial Qil Discovery.

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

{bb) In respect of a Commercial Gas Discovery, twenty (20)
years from the date of first delivenies of Gas locally or for
export plus the Extension Period (as defined below);
provided that, if after the conversion of a Commercial Gas
Discovery into a Development Lease, Crude Oil is discovered
in the same Development Lease, CONTRACTOR's share
of such Crude Oil from the Development Lease (except
LPG extracted from Gas or Crude Qil in the form of
condensate produced with Gas) and Gas associated with
such Crude Oil shall revert entirely to EGAS upon the
expiry of twenty (20) years from the date of such Crude Oil
Commercial Discovery plus the Extension Pertod (as
defined below).
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Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on
a Commercial Gas IDiscovery shall in no case exceed
thirty-five (35) vears from the date of such Commercial
{ias Discovery.

CONTRACTOR shall immediately notify EGAS of any
Crude Ol discovery but shall not be required to apply for a
new Development Lease in respect of such Crude Qil

(cc) The notification 0 EGAS of the discovery of Gas in a
Development Lease based on Commercial Oil Discovery,
or vice versa; should include all fechnical information
mentioned in Article HEc){(i) and {inn) above.

(dd) The * Extension Pericdd” shall mean a period of five {5)
years which may be elected by CONTRACTOR upon six
{6) months prior written reguest sent by CONTRAUTOR
to EGAS prior fo the expiry of the relevant twenty (20}
year period supplemented by technical studies, including
the evaluation of procduction period, the expected levels of
production during the Extension Period, CONTRACTOR's
pbiigations and relevant economic considerations. The
Extension Period is subject to the approval of the Minister
of Petrofeumn.

{e} Development operations shall, upon the issuance of a Development
Lease granted following a Commercial O Discovery, be started
promptly by the Joint Venture Company and conducted in
accordance with good petroleurmn fields' practices and accepted
petroleum engineering principles, until the field is considered to be
fully developed. It being understood that if associated Gas is not
utilized, EGAS and CONTRACTOR shall aegotiate in good faith
on the best way to avoid impairing the produclion in the interests of
the parties.
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In the event no Commercial Production of Qil in regular shipments
1S established from any Development Block in any Development
Lease within four (4) years from the date of Commercial Qil
Discovery, such Development Block shall immediately be
relinquished, unless it is sharing in production with another
Commercial O1l or Gas Discovery in the same Development Lease.

Upon the issuance of a Development Lease granted following a
Commercial Gas Discovery, 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 started promptly by the Joint Venture Company
and be conducted in accordance with good gas field practices and
accepted petroleum engineering principles and the provisions of
such agreement or scheme.

In the event no Commercial Production of Gas is established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished,
unless otherwise agreed upon by EGAS.

In the event no Commercial Production of Gas in regular deliveries
15 established from any Development Block in any Development
Lease within four (4) Years from the date of the first Gas deliveries
either locally or for export, such Development Block shatl
immediately be relinquished, unless it is sharing or will be sharing
in production with another Commercial Qil or Gas Discovery in the
same Development Lease.

Each Development Block in a Development Lease being partly
within the radius of drainage of any producing weill in such
Development Lease shall be considered as participating in the
Commercial Production referred to above.
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If, upon application by CONTRACTOR,; it is recognized by EGAS
that Crude Oil or Gas is being drained from an Exploration Block
under this Agreement into a Development Block on an adjoining
concession area held by the same CONTRACTOR or another
contractor such Exploration Block being drained shall be
considered as participating in the Commercial Production of the
development block in question and the Exploration Block being
drained shall be converted into a Development Lease with the
ensuing allocation of costs and production (calculated from the
Effective Date or the date such drainage occurs, whichever is later)
between the two concession arcas. The allocation of such costs and
production under each concession agreement shali be in the same
portion that the recoverablie reserves in the drained geological
structure underlying each 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
area,

In case of failure by the CONTRACTOR or contractor(s) in each
concession area to agree on the allocation of costs and /or
production for such separate Development Leases under each
concession area, shall be resolved by expert determination, the
expert to be agreed upon by the two concemed CONTRACTOR
and contractor(s). EGAS shall have the right to interfere and induce
the CONTRACTOR and contractor(s) in each concession area to
fully cooperate and resolve the drainage matter in expedient manner
as per the expert decision, such that neither contractor shall be
unjustifiably enriched. The cost of the expert shall in no event be
recovered in both concessions.
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(f) CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement, but
such costs and expenses shall not include any interest on
investment. CONTRACTOR shall look only to the Petroleum to
which it is entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
in Article VI During the term of this Agreement, the total
production achieved in the conduct of such operations shall be
divided between EGAS and CONTRACTOR in accordance with
the provisions of Article VII.

{g) (1) Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws in A.R.E. and shall comply with the
requirements of such laws with respect to the filing of returns,
the assessment of tax, and keeping and showing of books and

records.

(2) CONTRACTOR shall be liable to prepare the mcome tax return
statement. Such statement shall also include the non
recoverable costs, which shall be subject to audit only by the
tax authority. CONTRACTOR shall submit the tax return
statement to EGAS at least twenty five (25) days prior to the
due date of submitting thereof to the tax authority. EGAS shall
have the right to review the tax return statement in order to
approve the tax calculation therein. EGAS shall provide
comments on such tax return statement within fifteen (15) days
of the date of receiving the tax return statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for submitting the tax return statement to the tax

authority within the legal due date.
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(3) CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount caiculated

as follows:

The total of the sums received by CONTRACTOR from the sale or
other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Article VII(a) and (b);

Reduced by :
(i) The costs and expenses of CONTRACTOR; and

(ii) The value a;_dﬂtennined accnrding to Articlie VII(c), of
EGAS' share of the Excess Cost Recovery Petroleum (as
defined bélﬂw) to be paid to EGAS in cash or in kind, if any;

plus :

An amount equal to CGNTRACTOR'S Egyptian income taxes

grossed-up in the manner shown in Article VI of Annex "E”,

For purposes of above tax deductions in any Tax Year, Article
VII(a) shall apply only in respect of classification of costs and
expenses and rates of amiortization, without regard to the
percentage limitation referred to in the first paragraph of
Article VII(a)(1). Al costs and expenses of CONTRACT OR
in conducting the operations under this Agrcenicnt which are
not controlled by Article VII(a) as above qualified shall be
deductible in accordance with the pmﬁisinns of the Egyptian

Income Thx Law.
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(4} EGAS shail assume, pay and discharge, in the name and on

(5)

(6)

(7)

behalf of CONTRACTOR,  CONTRACTOR's Egyptian
income tax out of EGAS' share of the Petroleum produced and
saved and not used in operations under Article VIL. All taxes
paid by EGAS in the name and on behalf of CONTRACTOR
shall be considered as income to CONTRACTOR.

EGAS shall fumish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR's Egvptian
income tax for each Tax Year within ninety (%)) days
following the receipt by EGAS of CONTRACTOR' income
tax return statement for the preceding Tax Year. Such receipts
shall be issued by the proper tax authorities and shall state the

amount and other particulars that are customary for such

receIpis.

As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the A R.E. {inciuding tax on tax} such
as the tax on income from movable capital and the tax on
profits from commerce and indusiry and mclusive of taxes
based on mcome or profits, including all  dividends,
withholding with res;;eﬂc{ to shareholders and other taxes
imposed by the GOVERNMENT of A.R.E. on the distnbution
of income or profits by CONTRACTOR.

In calculating its A.R.E. income taxes, EGAS shall be entitled
to deduct all royalties paid by EGAS o the GOYERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGAS
on CONTRACTOR's behall.
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{b)

ARTICLE LY

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

CONTRACTOR shall commence Bxplomation operations
hercunder not later than six (6) months from the Effective
Diate. Not later than the end of the eighteenth {18%) month
from the Effective Date, CONTRACTOR shall stant
Exploration drilling operations in the Area with a commitment
of dnlling two {2} exploratory wells dunng the initig
Exploration period. EGAS shall wmake available for
CONTRACTOR's use all seismic, wells and other Exploration
data with respect to the Arca as EGAS is entitled to do so.

The initial Exploration period shall be of three {3} years,
CONTRACTOR may extend this Exploration period for one
{1} or two (2} successive extension periods of three (3} years
for the first extension and three {3) years for the second
extension, in accordance with Articie Il (b), each of which
upon at least thirty (3Q0) days prior written notice to EGAS,
subject to CONTRACTOR's fulfiliment of s minimum
Exploration obligations hereunder for the then curment
Exploration period.

CONTRACTOR shall spend a minimum of nine million US.
Doliars ($9,000,000} on Exploration operations and activities
refated thereto, during the initial three (3} year Exploration
periodd; provided that CONTRACTOR shall drill two (2)
exploratory welis duning the initial three {3) Year Exploration
period. For the first three (3) year extension period that
CONTRACTOR elects (o extend beyord the initial Exploration
periced, CONTRACTOR shall spead a mamimum of eight
million U.S. Dollars ($8,000,000), provided that CONTRACTOR
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shall drill one (1) exploratory well. For the second three (3)
year extension period that CONTRACTOR elects to extend
beyond the three (3) year first extension period, CONTRACTOR
shall aiso spend a oummum of eight mullion U.S. Dollars
{3$8,000,000), provided that CONTRACTOR shall drill one (1)
expioratory weil

Should CONTRACUTOR spend more than the minimum
amount required to be expended or drill more wells than the
mintmum required to be drilled during the initial three (3) vear
Exploration period, or dunng any Expioration period thereafter,
the excess may be subtracted from the minimum amount of
money required 10 be expended by CONTRACTOR or minimum
number of wells required to be drilled by CONTRACTOR
during any succeeding Exploration period(s), as the case may
be.

In case CONTRACTOR surrenders its Exploration rights under
this Agreemeni as set forth above before or at the end of the
third (39} year of the initial Exploration period, having
expended less than the total sum of nine million U.S, Dollars
($ 9.000,000) on Exploration operations, or in the event that at
the end of the third (3"} year of the initial Exploration period,
CONTRACTOR has expended less than said sum in the Ares,
an amount equal to the difference between the said nine million
U.S. Dollars (39,000,000) and the amount actually spent on
Exploration amd approved by EGAS according to the
provisions of this Agreement shall be paid by CONTRACTOR
fo EGAS at the time of surrendering or within six {6) months
from the end of the third (3"} year of the initial Exploration



YoV i A g (o) ale YY sl ~ Deas JU i 48
Gy 5 ol Rl dse Jylalt Gy 0 AT g 5o T L L
el elons ¥ JoRh) gy of () JEL o330 S Ll qalndS Ll
JHLE 5l il ety J bl sl ALY sde Sdb Ulhy ol
Lpeds o prancht i Jally s HLES WAL A5 pn LT 5 5me OF  3s
gttt Bl b Al 3201

wiludinfl sl cse Wl | Al 4 {op) AL SUL LAY as pa
Tl Lyl b il (5,0 LS Ui Y e 5 il g L
i e ol () Rl d 0l Ly in 020 e { 8 il
o] S N cguyLatl ol JoF ZodUisVT s coammgs AR gy gL
Al a3 Jyladt 5,8 1 ST i ooliy pall o U

o Y e gl () Gl G B S Kl Ju3 sla) gl ()

bl shiely oyl ot Oy Leals LR 2y (g 51 sl
it 1 o s e e il o] HasY 5y o
3 o] T Bt ik iy LU Gdl S Ly (Lol Uil
Lol D530l Jnall ol Kbl Y] 0k g oy sy oL
oot asd Lk 3y 20 Sindl oo 585 5 il Jlacle

o ogie (P XN oo Lmel (V) Bt o " gl ¥ a7
el Ridk oy o] ks ol g (F) AN 5 polonite]
A ARV ol D iy prtinds ppdll ¢ iV i e &l ¥
Conelin o7 628 T H 05 5 o il Lot 23515 Jout puali pird
pody A lban N o] 2k 83 pat el (s < LV ey tepls
Eunfly nnolibl K34 5 Jamtd! gl ol ¥ iy 5wzl g s Ll
. Ladslaze®

b&




a9

{c)

R BN TR S S PRCR £ W (B SO STV X

——

period, as the case may be. Any expenditure deficiency by
CONTRACTOR at the end of any additional Exploration
period for the reasons stated above shall similarly result in a
payment by CONTRACTOR to EGAS of such deficiency.
Provided that this Agreement 3s still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such payments as Exploration expenditure in the manner
provided for under Article VH in the event of Commercial
Production.

Without prejudice to Article Hi(b), in case no Commercial Ol
Discovery is established or no notice of Commercial Gas
Discovery is given by the end of the ninth (9% year, as may be
extended pursnant o Anticle V{a), or in case CONTRACTOR
surrenders the Area under this Agreement prior 0 such time,
EGAS shall not bear any of the aforesaid expenses spent by
CONTRACTOR,

At least four {(4) months prior to the beginning of each
Financial Year or at such other times as may mutually be
agreed to by EGAS and CONTRACTOR, CONTRACTOR shall
prepare an Exploration Work Program and Budget for the Area
setting forth the Exploration operations which CONTRACTOR
proposes to carry out during the ensuing Year.

The Exploration Work Program and Budget shall be reviewed
by a joint committee fo be established by EGAS and
CONTRACTOR after the Effective Date of this Agreement.
This committee, hercinafter referred to as the "Exploration
Advisory Committee”, shall consist of six {6) members, three
{3) of whom shall be appointed by EGAS and three (3) by
CONTRACTOR. The Chatrman of the Exploration Advisory
Commitice shall be designated by EGAS among the members
appointed by i, The Exploration Advisory Committes shall
review and give such advice as it deems appropnate with
respect 10 the proposed Exploration Work Program and
Budget. Following review by the Exploration Advisory
Commitiee, CONTRACTOR shall make such revisions and
submit the Exploration Work Program and Budget to EGAS
for its approvai.



Y. VLuwidu A g () @U Yy .'I.l.l.”-;.,_..-u,”'i.l.'_}l

!

: ahn?lﬂnmdlh‘qhﬁmau

Jamadl ol &b yr 3y gy S my 5 iy ol Jsbiald 5o ¥ =
Okt i3l Sdezall QAL aisy 51y, Sl Sl &35l gay
- elona] il
Pl licis ks e sbs LRI O, B DL 3y - Y
L LoW! U O s ol Jsliad) g 6 &) 5,20 f ASUzal! o
s Joe 5y i) i3y 5,55 03 3y Tjlult G oyl 2
Camy LA .H,Jlx;uwauwl 1id puas g il 5] e
Yl ade b Tl 53U o paad Uiy Wola piae coume s
bl Sobalaa¥ly colaally ol A5 a1 WL g JoLill oty € 5)
oIy ool i35y Jaadl gl - Gy Sl ;I_.,_i"a*l_;,_,:.: |
ST G o 5 shiss 5] Juk 8 U ptan el 5555 Y
ol ] L5101y Jrandl nuall 2 g s slas| e Vs JyUill 50 ()
G J ¥l o gty U 5 Lo 30 Uy 0dends oy 1 5 Sl
Szl iebis 3 duc t
iilaze ¢ 31 olalys Gl LSy Zpdijuigad | 5 Loyl | LU B
AU JUT PRI Y FUS DRPIRP IR S 5 I W1 | PN P S 12
Wila! Ghal e 055 Wy Laainal! L phaddly Lpaediglly Ld5ad st

. I-J"‘L"'ll iddlya ak 2 ti’CCJL"m-’ﬂ-"U’



oY

. nlebiebbti b

e

T ——

Following such approval, it is further agreed that:

N CONTRACTOR shall neither substantially revise or
modify said Exploration Work Program and Budget nor
reduce the approved budgeted expenditure without the
approval of EGAS;

(i1} In the event of emergencies involving danger of loss of
lives or property or damage to the environment,
CONTRACTOR may expend such additional unbudgeted
amounts as may be required to alleviate such danger or
damage. Such expenditure shall be considered in all
aspects as Exploration expenditure and recovered pursuant
1o the provisions of Articte VIl hereof,

{dy CONTRACTOR shall advance all necessary funds for all

materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget, and EGAS shall not be responsible to bear or repay
anv of the aforesaid costs.

{2} CONTRACTOR shali be responsible for the preparation and

performance of the Exploration Work Program and Budget
which shail be implementied in a workmanlike manner and
consistent with good petroleum industry practices,

Al geological and geophysical studies as well as any other
studies related to the performance of this Agreement shall
be made in the AR.E., except as is appropriate for the
specialized geophysical, geologic, enginearing, and development
studies thereon, that may be made in specialized ceniers
outside the A.R.E,, subject to EGAS approval.
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CONTRACTOR shall entrust the management of
Exploration operations in the AR.E. to its technically
competent General Manager and Deputy General Manager.
The names of such General Manager and Deputy General
Manager shall, upon appointment, be forthwith notified to
the GOVERNMENT and to EGAS. The General Manager
and, in his absence, the Deputy General Manager shali be
entrusted by CONTRACTOR with sufficient powers to
carry out immediately all lawful written directions given to
them by the GOVERNMENT or its representative under the
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
CONTRACTOR.

(f) CONTRACTOR shall supply EGAS, within thirty (30) days

from the end of each calendar quarter, with a Statement of
Exploration Activity relating to Exploration which has been
conducied in any portion of the Area not converted into a
Development Lease, showing costs incurred by
CONTRACTOR during such quarter. CONTRACTOR's
records and necessary supporting documents shall be
available for inspection by EGAS at any time during regular
working hours for three (3) months from the date of
receiving each Statement of Exploration Activity.
Within the three (3) months from the date of receiving each
Statement of Exploration Activity, EGAS shall advise
CONTRACTOR in writing if it considers: |
{1) that the record of costs is not correct; or
(2) that the costs of goods or services supplied are not in line
with the intermational 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 subject to
Article XX VI; or
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{3} that the condition of the materials fumished by
- CONTRACTOR does not taily with their prices; or

{4} that the costs incurred are not mascnahiy required for

aperations.
CONTRACTOR shall confer with EGAS in connection with

the problem thus presented, and the parties shall attempt to
reach a mutualiy satisfactory settlement.

Any reimbursement due to EGAS out of the Cost Recovery
Petroleum as a result of reaching agreement or as a result of
an arbitral award, shail be promptly made in cash to EGAS,
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 t0o EGAS according to
Article VII(a)(2) and Annex "E" of this Agreement (i.e., the
date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shail be
the average of the figure(s} published by The Financial
Times of London representing the mid-point of the rates
{bid and ask} applicable to one (1) month 1S, Dollars
deposits it the London Interbank Burocurrency Market on
each fifteenth {15™) day of each month occurring between
the date on which the disputed amount(s) would have been
paid to EGAS and the date on which it is settled.

If the LIBOR rate is available on any fifteenth (15 day but
1s not published in the Financial Times in respect of such
day for any reason, the LIBOR rate chosen shatl be that
offered by Citibank N.A. to other leading banks in the
L.ondon Inter bank Eurocurrency Market for one (1) month
U.S. Dollar deposits.
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If such fifteenth (15%) day is not a day on which LIBOR
rates are quoted in the London Interbank Eurocurrency
Market, the LIBOR rate to be used shall be that quoted on
the next following day on which such rates are quoted.

If within the time limit of the three (3) month period
provided for in this paragraph, EGAS has not advised
CONTRACTOR of its objection to any Statement, such
Statement shall be considered as approved.

{(g) CONTRACTOR shall supply all funds necessary for its

operations in the AR.E. under this Agreement in freely
convertible currency from abroad. CONTRACTOR shall
have the right to freely purchase Egyptian currency in the
amount necessary for its operations in the AR.E. from
EGAS or EGPC or from any bank authorized by the

GOVERNMENT to conduct foreign currency exchange.
Priority shall be given by CONTRACTOR to purchase the

Egyptian currency from EGAS or EGPC, at the discretion of
EGAS at the same applicable rate and date as such currency
may be purchased from the National Bank of Egypt.

{(h) EGAS and EGPC are authorized to advance to CONTRACTOR

the Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official A.R.E. rate
of exchange, such amount in U.S. Dollars shall be deposited
in an EGAS or EGPC account abroad (as the case may be)
with a correspondent bank of the National Bank of Egypt,
Cairo, A.R.E. Withdrawals from said account shall be used
to finance EGAS’ or EGPC's (as the case may be) and their
Affiliated Companies’ foreign currency requirements, subject
to the approval of the Minister of Petroleum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

(a) MANDATORY:
At the end of the third (3™) year after the Effective Date hereof,
CONTRACTOR shall relinquish t¢ the GOVERNMENT a total of
twenty five percent (25%) of the original Area on the Effective
Date not then converted into a Development Lease or Leases. Such
relinquishment shall be in a single unit (unless otherwise agreed
upon by EGAS and CONTRACTOR) of whole Exploration Blocks
or originally existing parts of Exploration Blocks not converted into
Development Leases so as to enable the relinquishment requirements
to be precisely fulfilled.
At the end of the sixth (6') year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent (25%) of the original Area on the
Effective Date not then converted into a Development Lease or
Leases. Such relinquishment shall be m a single umt (unless
otherwise agreed upon by EGAS and CONTRACTOR ) of whole
Exploration Blocks or originally existing parts of Exploration
Blocks not converted to Development Leases so as to enable the
relinquishment requirements to be precisely fulfilled.
Without prejudice to Articles III and XXIII and the last three
paragraphs of this Article V(a), at the end of the ninth (9 year of
the Exploration period, CONTRACTOR shall relinquish the
remainder of the Area not then converted into a Development
Lease(s).
It is understood that at the time of any relinquishment the areas to
be converted into a Development Lease(s) and which are submitted
to the Minister of Petroleum for his approval according to Article
[1I{(d) shall, subject to such approval, be deemed converted into a
Development Lease(s).
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CONTRACTOR shall not be required to relinquish any Exploration
Block(s) in respect of which a Commercial (hl or Gas Well is
discovered before the period of time refeired to in Article 1l(c)
given to CONTRACTOR to determine whether such well i3 a
Commercial Discovery worthy of Development or to relinquish an
Expioration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGAS, subject to EGAS’ night to agree
on the existence of a Commercial Discovery pursuant to Article Il
{c), and without prejudice to the requirements of Article Hi(e).

In the event that af the end of the initial Exploration period or either
of its the two {2) successive extensions of the initial Exploration
‘period, a well is actually drilling or testing, CONTRACTOR shall
be allowed up to six (§) months to enable it to discover a
Commercial Qil or Gas Well or to establish a Commercial
Discovery, as the case may be. However, any such extension of up
to six {6) months shall reduce the duration of the next succeeding
Exploration period, as applicable, by that amount.

() VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks; provided that at the time of such voluntary
relinquishment its Exploration obligations under Asticle IV(b} have
been fulfilled for such period.

Any relinquishments hereunder shall be credited toward the
mandatory provisions of Article V(a) above.

Foliowing Commercial Discovery, EGAS and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for above at the end of the
total Exploration period.
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ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Cominercial Discovery, EGAS and CONTRACTOR may form
in the A.R.E. a company to carry out operations pursuant to Article
VI {b) and Annex "D" (heremnafter referred to as the "Joint Venture
Company”), which company shall be named by mutual agreement
between EGAS and CONTRACTOR provided that such name shall
be subject to the approval of the Minister of Petroleum. Said
company shall be a private sector company. The Joint Venture
Company shail be subject to the laws and regulations in force in the
ARE. to the extent that such laws and regulations are not
inconsistent with the provisions of this Agreement or the Charter of

the Joint Venture Company (the "Charter”). .

Hnwever, the Joint Venture Company and CONTRACTOR shall,
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, promulgating the law 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 promulgating the law conceming public sector
organizations and companies;

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

- Law No. 95 of 1992 promulgating a capital markets law; and

- Provisions of Chapter 2 of Part 6 of Law No. 88 of 2003 ,
organizing dealings in foreign currencies in accordance with
Central Bank of Egypt and the A.R.E. banking system law.



¥V iy A S () b YT sl - B i 4 Y-

Do g 70" e LaliW sy 38,00 35,580 28,201 Ll sie (O)

N I 5 5l cusll goland)l GLazSNI ) Ay Lags (Y2 ) 080

o il il gy 5 s deall 5 SLAN gy e iy dny Ly (T )

ok A (55 + (S5 o] e a3 NS e iz o o) L)1

Sk Lo iyl Jlials g9s WU Yo LB 18 2l 18,201 5,55, Ml

Bl WS e L el aie Dt Nl ol icd iy L g3
et (gh) She J| Lo o2y o (2] didacl

Eol Sldas oo dyseal] Bjlpmy Jat gl &5, 2td) L,000 aas ()
oleall SLESYIE Les i I ASUL Ll g il o 5ad) Dol
(8 ) Onmna? g allsy i die ] oy o7 Tibaill o o5 1 3
18 it sy o0el (o) 3, Wik 48,2800 28201 oL b e L
L ILa LU Zaaad) 25518 Sl gl s g g il puals 18 il
S oy 5 aakill e o5 ol daidlly Condl Oldas o 50 012
L] ol Jod gt (6) Toap)l bty ¥ dsgea b @iy cdais e
9 (Walilly bl o agle 3z 31 as g gl B 1) i, LHIZJU
Sl o) a3 ey 26 G i JS' Dolaed ZiLl 20 (£) dag Y
£U0 gL ol e - (slilly oo O ake iy 31 ds e
ks o215 . gt Al gald 35 2dl 25,20 5500] ulod L5luk15 Jaall
o ol Oldas o & 5al) D51ty Jaall gl o Ahilglly Kanrl ey
gl 53l Uiy 2ass e I by o2 o ikl e e



¥

L - I TN N § ) sl YV dandt ~ G 1 B

ol oL

{b)

(¢}

i “I I I“.

The Charter of Joint Venture Company is hereto attached as Annex
"I, Within thirty (30) days after the date of Commercial Oil
Discovery or within thirty (30) days after the signature of a Gas
Sales Agreement or the commencement of a scheme to dispose of
Gas {unless otherwise agreed upon by EGAS and CONTRACTOR),
the Charter shall take effect and the Joint Venture Company shall
automaticaily come inlo existence without any further procedures,
The Exploration Advisory Committee shall be dissoived upon the
final relinquishment of all portions of the Area not converted into a
Development Lease (s).

Ninety (90) days after the date the Joint Venture Cormpany comes
into existence in accordance with paragraph (b) above, it shall
prepare 2 Work Program and Budget for further Exploration and
Deveiopment in any portion of the Ama converted imto a
Development Leass for the remainder of the Financial Year in
which the Commercial Discovery has been made. And not later
than four (4} months before the end of the current Financial Year
{or such other date as may be agreed upon by EGAS and
CONTRACTOR) and four (4) months preceding the commencement
of each succeeding Financial Year thereafter {or such other date as
may be agreed upon by BGAS and CONTRACTOR]), the Joint
Venture Company shall prepare an annual production schedule and
Work Program and Budget for {urther Exploration and
Development in any portion of the Area converted into a
Development Lease for the sucveeding Financial Year, The
production schedule, Work Program and Budget shall be subimitted
to the Joint Venture Company's Board of Directors for approval.
The Exploration Work Program and Budget for further Exploration
in any portion of the Area not converted inte a Development Lease
shall be implemented, reviewed and approved in accordance with
Article IV,
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At

Not later than the twentieth (20°%) day of each month, the Joint
Venture Cnmpany shall furnish to CONTRACTOR a writien
estimate of its total cash requirements for expenditure for the first
hait and the second half of the succeeding month expressed in U,
Daollars consistent with the approved Work Program and Budget.
Such estimate shall take into consideration any cash expected to be
in hand at month end.

Payment for the appropriate period of such month shall be made
the correspondent bank designated in paragraph {e¢) below on the
first (1%) day and fifteenth (15" day respectively, or the next
following business day, if such day is not a business day,

The Joint Venture Company is authorized to keep al #Hs own

-disposal abroad in an account opened with a correspondent bank of

the National Bank of Beypt, Caro, ARE, the foreign funds
advanced by CONTRACTOR. Withdrawals from said account shali
be used for the payment for goods and services acquired abroad and
for transferring to & local bank in the AR.E. of the required amount
to meet the expenditures in Egyptian Pounds for Joint Venture
Company in connection with its activities under this Agreement,

Within sixty {60) days after the end of each Financial Year, the
Joint Venture Company shall submit to the appropriate exchange
controd authorities in the ARE. a statement, duly certified by 8
recognized firm of auditors, showing the funds credited 1o that
account, the disbursements made out of that account and the
outstanding balance at the ead of the Financiat Year,

If and for as long during the pericd of production operations there
exIsts An excess capucity in facilities which can not dunng the
pertod of such excess be used by the Joint Venture Company,
EGAS shall have the right to use the excess capacity if it so desres
without any financial or operational disadvaniage ©  the
CONTRACTOR or the Joint Venture Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING
(a) COST RECOVERY:
(1) Cost Recovery Petroleum:

Subject to 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-five percent (35%) of all Petroleum produced and saved

- from al'l Development Leases within the Area hereunder and not
used 1n Petroleum operations. Such Petroleum is hereinafter
referred to as "Cost Recovery Petroleum",

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

shall apply:

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

2. "Development Expenditures” means all costs and expenses for

Development (with the exception of Operating Expenses) and
the related portion of indirect expenses and overheads.

3. "Operating Expenses” means all costs, expenses and
expenditures made after the Commercial Production
Commencement, which costs, expenses and expenditures are

not normally depreciable.
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However, Operating Expenses shall include workover, repar
and maintenance of assets, but shall not include any of the
following: sidetracking, re-dnilling and change of a well status,
replacement of assets or a paﬁ of an asset, additions,
improvements, renewals or major overhauling that extend the
life of the asset.

Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum in the following manner:

{i} "Exploration Expenditures”, including those accumuisied
prior to the Commercial Production Commencement, shall
be recoverable at the rate of twenty percent {20%) per
annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in
which the Commercial Production Comimencement occurs,
whichever is the later date.

(i1} "Development Expenditures”, including those accumuiated
prior to the Commercial Production Commencement, shall
be recoverabie at the rate of twenty percent (20%) per
annum starting either in the Tax Year in which such
expendifures are incurved and paid or the Tax Year in
which the Commercial Production Commencement occcurs,
whichever is the later date.

(iii) "Operating Expenses”, incurred and paid on or after the
Commercial Production CTommencement, shall be
recoverable either in the Tax Year in which such costs and
expenses are incuned and paid or the Tax Year in which the
Commercial Production Commencement occurs, whichever
i the later date.
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{tv) To the extent that, m a Tax Yeasr, costs, expenses or
gxpenditures recoverable per preceding paragraphs (1), (i)
and (i11), exceed the value of all Cost Recovery Petroleym
for such Tax Year, the excess shall be carmied forward for
recovery in the next succeeding Tax Year(s) until fully
recovered, but in no case after the termination of this
Agreement, as to CONTRACTOR.

(v} The recovery of costs and expenses, based upon the rates
referred to above, shall be allocated to each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in ong quarter
as thus allocated, shall be carried forward for recovery in
the next quarter.

{2} Except as provided in Article VIH2)(3) above and Anticle Vii{e)
{1} below, CONTRACTOR shall each guarter be entitled to take
and own ail Cost Recovery Petroleum, which shall be taken and
disposed of in the manner determined pursuant to Article Vike).
To the extent that the value of sll Cost Recovery Petroleumn [as
determined in Anicle VI exceeds the actual recoversble
costs and expenditures, including any camry forward under
Article VH{a)}(1)(iv), to be recovered in that quarter, then the
total value of such Excess Cost Recovery Petroleum shall be
paid by CONTRACTOR to EGAS either (i) in cash in the
manner set forth in Article IV of the Accounting Procedure
contained in Annex "E", or (it} in kind in accordance with
Article VIIQX}3).
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(3) Ninsty (90} days prior (0 the commencement of euch Calendar
Year EGAS shall be eatitied to elect by notice in writing to
CONTRACTOR to require paymént of up to one hundred
percent {100%) of EGAS share of Excess Cost Recovery
Petroleum in kind. Such payment shall be in Crude Oif from the
Area F.O.B. export terminal or other agreed delivery point;
provided that the amount of Crude O] taken by EGAS in kind
in a quarter shall not exceed the value of Cost Recovery Crude
Qil actually taken and separately disposed of by CONTRACTOR
from the Arca during the previous quarter. If EGAS entitlement
fo receive payment of its share of Excess Cost Recovery
Patroleum in kind is limited by the foregoing provision, the

balance of such entitlement shall be paid in cash.

{b} PRODUCTION SHARING

{1} The remaining sixty-five percent {(653%) of the Peproleum shall
be divided between EGAS and the CONTRACTOR according

1o the following shares.
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(i) Crude Oil

a) Onshore :
Crude Oil produced and
saved under this Agreement
and not used in Petroleum
operations. Barrels of Oil
Per Day (BOPD) (quarterly
average).
That portion or increment
less than 5,000 BOPD

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

That portion or increment
from 10,000 BOPD and
less than 25,000 BOPD

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

That portion or increment

from 50,000 BOPD and
less than 100,000 BOPD

That portion or increment
equal or more than 100,000
BOPD

EGAS
SHARE

Seventy - eight
percent
(78%)

Seventy - nine
percent
(79%)

Eighty
percent
(80%)

Eighty - one
percent
(81%)

Eighty - two
percent
(82%)

Eighty - three
percent
(83%)

CONTRACTOR

SHARE

Twenty - two
percent
(22%)
Twenty - one
percent
(21%)

Twenty
percent
(20%)

Nineteen

percent
(19%)

Eighteen
percent
{(18%)

Seventeen
percent
(17%)
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b) Offshore :

Crude Oi! produced and
saved under this Agreement
and nof used in Petroleum
operations. Barrels of (il
Per Day (BOPD)guarterly
average).

That portion or Increment
less than 3,000 BOPD

That portion or increment
from 5,000 BOPD and iess
than 10,000 BOPD

That portion or increment
from 10060 BOPD and less
than 25,000 BOPD

That portion or increment
from 23,000 BOPD and less
than 30,000 BOPD

That portion or increment
from 50,000 BOPI and less
than 100,000 BOPD

That porlion or increment
equal or more than 100,000
BOPD

EGAS
SHARE

Seventy - five percent
(75%)

Seventy - six percent
(76%)

Seventy-seven

percemt
{77%])

Seventv-gight
percent
(78%)

Seventy-nine
percent
(79%3

Eignhty percent
(80%)

CONTRACTOR
SHARE

Twenty - five
percent
(25%)

Twenty - four
percent
{249

Twenty-theee
percent
{(23%)

Twenty - two
percent
{(22%)

Twenty - ong
percent
(24%)

Twenty

pereent
(20%)
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{iy Gas and LPG
a) Onshore :

(ias and LPG produced and
saved under this Agreement
and not used in Petroleum
operations. Standard Cubic
Feet per Day (SCFPD)
(quarterly average).

That portion or incrememt
less than 25 Mithon SCFPD

That portion or increment
from 23 Miilion SCFPD
and less than 50 Million
SCFPD

That portion or increment
from 50 Million SCFPD
and less than 150 Million
SCFPD

That portion or merement
from 150 Million SCFPD
and less than 250 Miilion
SCFPD

That portiorn or increment
from 250 Million SCFPD
and iess than 500 Million
SCFPD

That portion or increment

equal or more than 500
Million SCFPD

EGAS
SHARE

Seventy - seven

percent
(T7%)

Seventy - cight

percent

{78%)

Seventy-nine
percent
(79%)

Eighty percent
(80%)

Eighty - one
percent
{81%)

Eighty - two
percent
{82%:}

CONTRACTOR

SHARE

Twenty - three

percent
{(23%)

Twenty - two

percent
(22%)

Twenty-one
percent
(21%)

Twenty
percent
{20%)

Ninetesn
percent
{19%)

Fighteen
percent
{18%}
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b} Offshore ;

Gas and LPG produced and
saved under this Agreement
and not used i Petroleum
operations. Standard Cubic
Feet per Day (SCFPD)
{guarterly averagel.

‘That portion or increment
less  than 25 Million
SCFPD

That portion or increment
from 25 Million SCFPD
and less than 50 Million
SCFPD

‘That portion or increment
from 50 Million SCFPD
and less than 150 Million
SCHPD

That portion or increment
from 150 Million SCFPD
and less than 250 Mialhion
SCFPD

That poriion or increment
from 250 Million SCFPD
and less than 500 Milhon
SCFPD

That portion Or mcrement
cqual or more than 3500
Witlion SCFPD

Such Production Shares referred to in Arnticle VII (b) (1) ) and (i)

EGAS
SHARE

Seventy percent
{10%)

Seventy - one

percent
{71%)

Seventy-two

percent
(72%)

Seventy-three

percent
{73%)

Seventy-four
percent
(74%)

Seventy-five

percent
{75%)

CONTRACTOR
SHARE

Thirty
percem
(30%)}

Twenty - mne
percent
(25%}

Twenty-eight
percent
(28%)

Twenty-seven
percent
{(27%)

Twenty-six
percent
(26%}

Twenty-five
percent
{25%)

above shall be taken and disposed of pursuant to Asticie VIi{e).
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(2) After the end of each contractual year during the term of any
Gas Sales Agreement entered into pursuant 1o Article Vii{e),
EGAS and CONTRACTOR {(as seillers) shall render to EGAS
{as buyer) a statement for an amount of Gus, if ariy , equal to the
amount by which the quantity of Gas of which EGAS {(as buyer).
has taken delivery falls below seventy - five percent (75%) of
the contract quantities of (as as established by the applicable
Gas Sales Agreement (the "Shortfall"}, provided that the Gas is
available. Within sixty (60) days of receipt of such statement,
EGAS {(as buyer) shall pay FGAS and CONTRACTOR (as
sellers) for the amount of the Shortfall, if any. The Shortfall
shall be included in EGAS' and CONTRACTORs entitlement to
Gas pursuant fo Article VII(a) and Article VII(b) in the fourth
(4" quarter of such contractyal year.

Quantities of Gas not taken but to be paid for shall be recorded
in a separate "Take-or-Pay Account . Quantities of Gas ("Make
Up Gas") which are delivered in subsequent years in excess of
seventy-five percent {(75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the "Take-or-Pay
Account © to the extent thereof and, fo that extent, no payment
shall be due in respect of such Gas. Such Make Up Gas shall not
be included in CONTRACTOR's entitlement to Gas pursuant to
Article VI¥a) and (b). CONTRACTOR shall have no rights to
such Make Up Gas.

If at the end of any contractual year, EGAS and CONTRACTOR
(as sellers) fail to deliver seventy-five percent (75%) of the
annhual contract quantity of (Gas as defined in Gas Sales
Agreement with EGAS (as buyer), the difference between
seventy-five percent (75%) of the annual contract quantity of
Gas and the actual delivered Gas quantity shall be referred to as
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the "Deliver-or-Pay Shortfall Gas”. EGAS (as buyer) shall have
the right to take a quantity of Gas equal o the Deliver-or-Pay
Shortfall Gas and such gfuantity shali _be valued with ninety
percent {90%) of the Gas price as defined in the Gas Sales
Agreement,

The percentages set forth in Article Vil{a) and this Article Vi
(b} in respect of LPG produced from a plant construcied and
operated by or on behalf of EGAS and CONTRACTOR shall
apply (o all LPG available for delivery.

£} VALUATION OF PETROLEUM:
{13 Crude Oit:

(1) The Cost Recovery Crude Oi 1o which CONTRACTOR »
entitied hereunder shall be wvalued by EGAS and
CONTRACTOR at "Market Price” for each calendar
quarter.

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

{1) Sales, whether direct or indirect, through brokers or
otherwise, of EGAS or CONTRACTOR to any
Affrhated Company.
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{2} Sales involving a quid pro quo other than payment in
a freely convertible currency or motivated in whole
or in part by considerations other than the usual
gconomic incentives for commercial anm’s length
crude oil sales,

(1i1) It is understood that in the case of "C.LF." sales, appropriate
deductions shall be made for transport and insurance
charges o calculate the F.Q.B. point of export price; and
always taking into account the appropriate adjustment for
quality of Crude Oil, freight advantage or disadvantage of
port of loading and other appropriate adjustments. Market
Price shall be determined separately for each Crude Ol or
Crude Oil mix, and for each port of loading.

{iv} If during any calendar quarter, there are 1o such sales by
EGAS and/or CONTRACTOR under the Crude Oil sales
contracts in effect, EGAS and CONTRAUTOR shall
mutually agree vpon the Market Price of the Bamei of
Crude Qil to be used for such quarter, and shall be gwided
by all relevant and available evidence including current
prices in freely convertible currency of leading crude oils
produced by major oil producing countries {in the Arabian
Guif or the Mediterranean area), which are regularly sold
in the open market according 10 actual sales contracts
terms but excluding paper sales and sales promises where
no cride oil is delivered, to the extent that such sales are
effected under such terms and condibons {excluding the
price} not significantly different from those under which
the Crude Qil to be valued, was sold, and always taking
into consideration appropriate adjustments for Crude Otl
quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may
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be, for differences in gravity, sulphur, and other factors
generally recognized by sellers and purchasers, as
reflected in crude oil prices, transportation ninety (90)
dayvs insurance premiums, unusual fees borne by the seller,
and for credit terms in excess of sixty {60} days, and the
cost of loans or guarantees granted for the benefit of the

sellers at prevailing interest rates.

It is the intent of the parties that the value of the Cost
Recovery Crude O shall reflect the prevailing market
price for such Crude Oil.

I either EGAS or CONTRACTOR considers that the
Market Price as determined under sub-paragraph (i)
above does not reflect the prevailing Market Price or in
the event EGAS and CONTRACTOR fail to agree on the
Market Price for any Crude Oil produced under this
Agreement for any quarter within fificen (15) days after
the end thereof, any party may elect at any time thereafter
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 Qil in question. The arbi{rator shall make hs
determination as soon as possible following the guarter in
guestion, His deiermination shall be final and binding
upon all the parties. The arbitrator shall be selected in the

sanner described below,
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In the event EGAS and CONTRACTOR fail to agree on
the arbitrator within thirty (30) days from the date any
party notifies the other that it has decided to submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appointing authority
designated in accordance with Adticle XXIV(e), or such
other appointing authority with access 10 such expertise as
may be agreed to between ECGAS and CONTRACTOR,
with regard to the qualifications for arbitrators set forth
below, upon written application of one or both of EGAS
and CONTRACTOR. Copy of such application by one of

- thern shall be promptly sent to the other,

The arbitrator shall be as nearly as possible a person with
an estabiished reputation in the international petroleum
mdustry as an expert in pricing and marketing crude oil in
international commerce. The arbitrator shall not be a
citizen of a country which does not have diplomatic relations
with the ARE. and the country(ies) of CONTRACTOR.
He shall not be, at the time of selection, emploved by, or
an arbitrator or consultant or a2 continuing or frequent
basis to, the American Petroleum Institute, the Organization
of the Petroleurn Exporting Countries or the Organization
of Arab Petroleum Exporting Countries, or a consultant on
a continuing basis to BOAS, CONTRACTOR or an Affiliated
Company of either, but past occasional consuliation with
such companies, with other petrofeum  companies,
governmental agencies or organizations shall not be 2
ground for disqualification. He shall not be, at any time
during the two {2) years before his selection, an employee
of any petroleum company or of any governmental agency
OF organization.
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Should a selected person decline or be unable 1o serve as
arbitrator or should the position of arbitrator fall vacant
prior to the decision called for, another person shall be
chosen in the same manner provided for in this paragraph.
EGAS and CONTRACTOR shall share equally the expenses
of the arbitrator.

- The arbitrator shall make his determination i accordance

with the provisions of this paragraph, based on the best
evidence available to him. He shall review Crude Oil sales
contracts as well as other sales data and information but
shall be free o evaluate the extent to which any contracts,
data or information is substantiated or pertinent
Representatives of EGAS and CONTRACTOR shall have
the right to consult with the arbitrator and fumish him
written materiais; provided that the arbitrator may impose
reasonable  limitations on  this right. EGAS and
CONTRACTOR, each shall cooperate with the arbitrator
10 the fullest extent and each shall insure such cooperation
of its trading companies. The arbitrator shall be provided
access to Crude il sales contracts and related data and
information which EGAS and CONTRACTOR or their
trading companies are able to make available and which in
the judgment of the arbitrator might aid the arbitrator in
making a valid determination.

{vi} Pending Market Pace agreement by BGAS and CONTRACTOR

or determination by the arbitrator, as applicable, the
Market Price agreed for the quarter preceding the quarter
in question shall remain temporarily in effect, In the event
that either EGAS 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 simpie
interest at the LIBOR plus two and one - half percent
(2.3%) per annum rate provided for in Article IV(f) from
the date on which the disputed amount(s) should have
been paid 1o the date of payment.



S RS XY SN O DR T SNV RS SO T THF UL P

irdirinkinbirk A N

(LPG) Juuk! Jo 5l jib g Jbtt (V)
ot M g EL:J?1 rL...:..il_, "B aly 2y aeaied| ST 5l = Y
Lias) pobamad ooty omenils Lagtinay) Jylihly lon] o 5L
—:“_:Yl H;Mlﬁ,ﬁ L__‘,.‘.-.‘- SAMI pRaut U'lq"-!! Lt.I-u;_,._t L_prind 3
AXd=ro
2 S
AN Y (YD) lind e sk il U LS =
visng oY1 Sammd
(st F ot iagmbe ) Tl VLT Colas T 0 By (el dad =
b Syl Tid gt 52 L8 ¥ dumall LY oY s,

1S I PRTEIENN PO s 1Y I I [N WO S PR RUA I

y,6-
VY /{4 =Conb e ) T4,

Y.o.

JsJ :L:S.J__,Jtﬂ sl l LY DY gl ot il Jae s = O I.U- v v
olsie G S ppmy el pl e st N kel (DTDY GO o s Joa
odl gl D all3y {Spot Crude Price Assessment - Intemational)

o5 i IS (s ot upele) Kbl iyl Shis JF s e = 2
vt it Jlas! eked e A e (15D el S
PP P PR T - B pE apnnt (03] duad Wb IR te D>
e o (pidsgy Jylily o] pasmy o gl (oo et S GABYT Lo L
slalloion s dpms pis Ul o5 . atkrn gl solian I g g I i oL
paions 3] e 3 LT 555 U Lih 5 ol Rad o oSy oI 15 1 0 ikl
C S b Rand  J Ly y ST uland



VoYY N LSy A S (L) @.UH" saadl « Lo JI 34, 4

reeireininlir it S l— e v ol ir——— i il e —

{2} Gasand LPG
(i) The Cost Recovery and Production Shares of Gas subiect to a
Gas Sales Agreement between EGAS and CONTRACTOR {as
sellers) and EGAS (as buyer) for the local market entered into
pursuant {o Article Vi{e) shall be valued, delivered to and
purchased by EGAS at a price determined monthly according
to the following formula:

PG=FxH

Where:

PG = the value of the Gas in U.S. Dotllars per thousand Standard
Cubic Feet (MSCF)

F = a value m U.S. Dollars per mitlion BTUs (MMBTUj}
determined month ly according t¢ the tollowing table:

Brent Price (US$ ! Barrel) F (USS$ / MMETU)

[ Less than or e;quai o 10 1.5
Greater than 10 but less than 22 | 1.5 + {{Brent Price - 10)/ 12}
Equal to or greater than 22 2. S L

Brent P‘HGE = Tﬁa mﬂnthiy average przce: expressed in U.S.
Dollars per Barrel for Brent (DTD) quoted in
"Phatt’s Oiigram Price Report”™ for "Spot Crude
Price Assessment - International” for the month
i question.

H = the number of million BTUs (MMBTUs) per thousand
Standard Cubic Feet of Gas (MSCF), based on gross
catorific value.

In the event that the value of F can not be determined because
Platt's Qilgram Price Report is not published at afl during a
month, EGAS and CONTRACTOR shall meet and agree upon
the. value of Brent by reference to other published sources. In
the avent that there are no such published sources or if the
value of Brent can not be determined pursuant to the foregoing
for any other reason, EGAS and CONTRACTOR shall meet

an¢d agree on a value of Brent.
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(1) The Cost Recovery and Production Shares of (LPG) produced

from a plant constructed and operated by or on behalf of
EGAS 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

EGAS and CONTRACTOR) :
PLPG = 095xPR

Where:
PLPG = LPG price (separately determined for Propane and

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

The average over a period of a month of the figures
representing the mid-point between the high and low
prices in U.S. Dollars per metric ton quoted in "Platt’s
LPGaswire" during such month for Propane and
Butane FOB Ex-Ref/Stor. West Mediterranean.

In the event that "Platt’s LPGaswire” is issued on certain day
(s) during a month but not on others, the value of (PR) shall be
calculated using only those 1ssues which are published during
such month. In the event that the value of (PR) can not be
determined because "Platt's LPGaswire” is not published at all
during a month, EGAS and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
sources. In the event that there are no such other published
sources or if the value of (PR) can not be determined pursuant
to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree the value of (PR) by
reference to the value of LPG {Propane and Butane) delivered
FOB from the Mediterranean area.

Such valuation of LPG is based upon delivery at the delivery
point specified in Article VII{e)(2)(iii).
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(111) The prices of Gas and LPG so calculated shall apply during the

(iv)

same month.

In case Gas 1s disposed of for export by EGAS and
CONTRACTOR to a third party, pursvant to Article VI (e},
then the Cost Recovery and Production Shares of such Gas
shall be valued according to the netback price.

In case the development economics according to that netback
price is not feasible and the netback price of such Gas is less
than the local market Gas price according to Article VII (¢) (2)
(i) above, then only the price of cost recovery of such Gas may
be adjusted, if necessary, based on economic basis mutually
agreed upon by EGAS and CONTRACTOR and provided that
it will not exceed the local market Gas price referred to above.
Production Shares of such Gas disposed of for export shall be

valued at the netback price.

(v) The Cost Recovery and Production Shares of LLPG disposed of

for export by EGAS and CONTRACTOR pursuant to Article
VIke) shall be valued at its actual realized pnce.

FORECASTS:

The Joint Venture Company shall prepare (not less than ninety (90)

days prior to the beginning of each calendar semester following first
regular production) and furnish in writing to CONTRACTOR and

EGAS a forecast setting out a total quantity of Petroleum that the

Joint Venture Company eslimates can be produced, saved and

transported hereunder during such calendar semester in accordance

with good petroleum industry practices.
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The Joint Venture Company shall endeavor to produce the forecast
quantity during each calendar semester, The Crude Oil shall be run
to storage tanks or offshore loading facilities constructed, maintained
and operated according o Government Regulations, by the Joint
Yenture Company, in which said Crude Oil shall be metered or
otherwise reasured for rovalty, and other purposes required by this
Agreement. Gas shall be handled by the Joint Venture Company in
accordance with the provisions of Article Vii{el.

DISPOSITION OF PETROLEUM:

{1} EGAS and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude O3 to which each is
entitied under Article Vii{a) and {b). Subject to payment of
sums due to EGAS under Aricle VI{aX2) and Anicle IX,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of
its share of Petroleum.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meet the requirements of the A R.E.
market from CONTRACTOR's share ander Article Vi (a) and
{b) of the Crude OH produced from the Area and EGAS or
BEGPC shall have the preferential right 1o purchase such Crude
Oif at a price 10 be determined pursuan! o Article VIi{c). The
amount of Crude Ot so purchased shall be a portion of
CONTRACTOR's share under Article Vil{a) and (b). Such
amount shall be proportional to CONTRACTOR's share of the
total production of crude oil from the concession areas in the
AR.E. that are also subject to EGAS' or EGPC's preferential
right 1o purchase. The payment for such purchased amount
shail be made by EGAS i 118, Dollars or in any other freely
convertible currency remitiable by CONTRACTOR abroad.
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It is agreed upon that EGAS shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the calendar
semester, of the amount to be'pumhased 'during such semester
under this Article VII(e}(1). o

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

(i) Priority shall be given to meet the requirements of the local

(i1)

market as determined by EGAS. In case of unavailability of
local market, EGAS or EGAS and CONTRACTOR shall be

entitled to export the Gas.

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

(as buyer).

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

(a) In the event no LPG plant is constructed to process such
Gas, the delivery point shall be at the flange connecting
the Development Lease pipeline to the nearest point on
the National Gas Pipeline Grid System as depicted n
Annex "F” hereto, or as otherwise agreed by EGAS and
CONTRACTOR.

(b) In the event an LPG plant is constructed to process such
Gas, such Gas shall, for the purposes of valuation and
sales, be metered at the outlet of such LPG Plant. In case
such LPG plant processes Gas from different concession
areas, the Gas supplied by each concession area shall be
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metered separately at the inlet of the LPG plant and
proper allocation of the outlet Gas and LPG shall be
established based on the material balance of the plant.
However, notwithstanding the fact that the metéﬁng shall
take place at the LPG Plant outlet, CONTRACTOR shall
through the Joint Venture Company build a pipeline
suitable for transport of the processed Gas from the LPG
plant outlet to the nearest point on the National Gas
Pipeline Gnd System as depicted in Annex "F" hereto, or
otherwise agreed by EGAS and CONTRACTOR. Such
pipeline shall be owned in accordance with Article VIII(a)
by EGAS, and its cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant
to this Article VII.

(111) EGAS and CONTRACTOR shall consult together to determine
whether to build an LPG plant to recover LPG from any Gas
produced hereunder. In the event that EGAS and
CONTRACTOR decide to build such a piant, the plant shall,
as 1s appropriate, be in the vicinity of the point of delivery as
determined in Article I and Article VII{e)(2)(i1}. The delivery
of LPG for, royalty and other purposes required by this
Agreement shall be at the outlet of the LPG plant. The costs of
any such LPG plant shall be recoverable 1n accordance with
the provisions of this Agreement, unless the Minister of

Petroleum agrees to accelerated recovery.
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(iv) EGAS (as buyer) shall have the right to elect, by ninety

(90) days prior written notice to EGAS and CONTRACTOR
(as sellers), whether p&yment for the. Gas which is subject
to a Gas Sales Agreement between EGAS and
CONTRACTOR (as sellers) and EGAS (as buyer) and
LPG produced from a plant constructed and operated by
or on behalf of EGAS and CONTRACTOR, as valued in
accordance with Article VII{c), and to which CONTRACTOR
15 entitled under the Cost Recovery and Production
Sharing provisions of this Article VII, shall be made 1) in
cash or 2) in kind.

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

abroad.

Payments in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR is
entitled into equivaient Barmrels of Crude Qil to be taken
concurrently by CONTRACTOR from the Area, or to the
extent that such Crude Qil is insufficient, Crude Qil from
CONTRACTOR's other concession areas or such other
arcas as may be agreed. Such Crude Qil shall be added to
the Crude Onl 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.



¥V i A (o) s YY saall = da Il

\R R

s

rgh i i3
i (sl he (LPGY JUudl 2l 5Ly 5L Lasd slane 05 (0
| Lo Jslial) o8 A LS, Y asmad | LY I Ol
cL:.ll rl_'vf-l Cudl o LS L s poes Ul S uelddy g L3l
3 -adlay ade o gaia g LS by o]
ool Je (LPG) Jualldy =l 5y 5Ll i slia 5,5 (o o)
D pd A el oL e Wl 5 cllig caddlay ol U b s
PRPIY LTSI LTV UR T YO VAV IR U PE S {POTPPENT L
wisein oW IS s 2 Jaasd] Jy 2J Lilaze o S
sanaidl Jg,xdly e sly,muly ol ! Skl slen JyLatl
s (@) Gl oo gl JI 500G o515 o0 LaS GRS 51y 2
LY

o S J2 Y1 b e (Gadn L) plou] ol ] phe Do 5 =0
MY e, e Sl (£) )l IUS (nily o) J5lally ol
e gl 85 o L) ¢ LB Las, 5L Sl LSS 5 gy
Lagmieas) sty ool of (21 Leinar) olas¥ 0y o (J31 5,53
3 {LPG) JLdl Jg 200 55 5Ll 30a8 e Jyuad! 3 Gl o (unilS
i, gl ¢ s O peadlly « g ko)l SLERSYL s Lplay kel
oS LPG) JLdldy 2zl 5ty W ez, sy

L ymcﬂawm@uuaﬁmjwﬂwjuh -1
el (0) des 13,5l by laged 3 padll 43 o3 (LPG) Ll Jy 200 512

Jy 2l 5Ly LAl sha cpemiio Jud e J5lally o] Glist UL 4 -V
o e Ltz S Catey Jile camaty el ] (il



\Y

VooV R ey A (o) pls YV sl = doans S iy 41

-kl

iy

Pevlnisnlnbabid v

Praovided that:

(za} Payment of the value of Gas and LPG shall always be
made in cash in US. Dollars remittabie by
CONTRACTOR abroad to the extent that there is
msufficient Crude Oil available for conversion as
provided for above; and

(bb) Payment of the value of Gas and LPG shalt always be
made i kind as provided for above o the extent that
payments in cash are not made by EGAS.

Payments to CONTRACTOR {(whether in cash or in
kind), when related o CONTRACTORs Cost Recovery
Petroleur, shall be inciuded in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article IV of Annex "E” of
this Agreement.

(v} Should EGAS (as buyer) fail to enter into & fong-term Gas
Sales Agreement with BGAS and CONTRACTOR {as
sellers) within four {4) vears from the date of the notice
of Commercial Gas Discovery pursuant to Article III
{uniess shorter period is agreed upon by BGAS), EGAS
{as seller} or EGAS and CONTRACTOR (as sellers)
shall have the right to take and freely dispose of the
quaniily of Gas and LPG in respect of which the notice of
Commercial Discovery has been given by exporting such
Gas and LPG,

{vi} The proceeds of sale of CONTRACTOR's share of Gas
and LPG disposed of pursuant to the above sub-paragraph
(v) may be freely remitted or retained abroad by
CONTRACTOR.

{vit) In the event that EGAS and CONTRACTOR agree to
accept new Gas and LPG producers 1o join in an ongoing
expoit project, such producers shall have o contribute a
fair and equitable share of the investment made.
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(bb)

{©c)

Upon the expiration of the four (8) years penod
referred 10 in Article VI(eX2Xv), CONTRACTOR
shall have the obligation to exert its reasonable
efforts to find an export market for the Gas reserves,

In the event that at the end of the four (4) year
period referred to under Asticle VIHe}2)(v),
CONTRACTOR and EGAS have not entered into
a Gas Sales Agreement, CONTRACTOR shall
retain Hs rights to such Gas reserves for a further
neriod of up 10 four (4) years, subject to Article
Vil{eX (2} viii}¥cc), during which period EGAS
and CONTRACTOR shall atternpt to find 2
market for such Gas reserves.

in the event that CONTRACTOR is not exporting

" the Gas and CONTRACTOR has not entered into

a Gas Sales Agreement pursuant to Article Vil{e)
{2} prior to the expiry of eight (8) years from
CONTRACTORs notice of Commercial (as
Discovery, CONTRACTOR shall surrender the
(Gas reserves in respect of which such notice has
bean given, It is understood that CONTRACTOR
shall, at any time prior 10 the expiry of the eight
{8) year period from CONTRACTOR's notice of
Commercial Gas Discovery of such Gas pursuant
1o Article I, surrender such Gas roserves, if
CONTRACTOR is not exporting the Qas and
CONTRACTOR does not accept an offer of a Gas
Sales Agreement from EGAS within six {6)
months from the date such offer is made; provided
that the Gas 3Sales Apmement offered 10
CONTRACTOR shall take into consideration the
relevant technical and economic factors 1o enable
g commercial contract, including:

A sufficient delivery rate;

Delivery pressure to enter the National Gas Pipeline
Grid System at the point of delivery;
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- Delivered Gas quality specifications, to be not
more stringent than those imposed or required for
the National Gas Pipeline Grid System; and.

- 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 has not otherwise found an
acceptable scheme for commercial disposal of
such Gas, at the time of the expiration of eight (8)
years from CONTRACTOR's notice of
Commercial Gas Discovery or failing agreement
with EGAS on Gas disposal at the expiration of
the aforesaid eight (8) years, CONTRACTOR
shall surrender to EGAS such Development
Lease(s) in which such Gas Discovery was made.

(1x) CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commerciai Gas
Discovery, if Ciude Oil has been discovered in
cominercial quantities in the same Development Lease.

() OPERATIONS:

If following the reversion to EGAS of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following the surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Oil in the same
Development Lease, operations to explore for or exploit the
Petroleum, the rights to which have been reverted or surrendered
(Oil or Gas, as the case may be) shall only be carried out by the
Joint Venture Company which shall act on behalf of EGAS alone,
unless CONTRACTOR and EGAS agree otherwise.

(g2 TANKER SCHEDULING:

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

EGAS shall become the owner of all CONTRACTOR acquired and
owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or the Joint Venture Company in accordance with
the following:

{1} Land shall become the property of EGAS as soon as it 1s
purchased.

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

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

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

During the term of this Agreement and its renewal period, EGAS,
CONTRACTOR and the Joint Venture Company are entitled to the
full use and enjoyment of all fixed and movable assets referred to
above in connection with operations hereunder or under any other
petroleum concession agreement entered into by the parties. In that
case, proper accounting adjustment shall be made. CONTRACTOR
and EGAS shall not dispose of the same except with agreement of
the other.
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(c)

CONTRACTOR and the Joint Venture 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 in
accordance with good industry practices, including but not limited to
the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGAS as a signature bonus the sum of

(b)

two million U.S. Dollars ($2,000,000) on the Effective Date.

CONTRACTOR shall pay to EGAS as a Development Lease bonus
the sum of fifty thousands U.S. Dollars ($50,000) on the date of the
approval of any Development Lease.

(c) CONTRACTOR shall pay to EGAS the sum of one million U.S.

Dollars ($1,000,000) as an extension bonus on the approval date of
entry into the five (5) year Extension Period pursuant to Article I

(d)(iii }dd).

{d) CONTRACTOR shall also pay to EGAS as an assignment bonus the

sum of one hundred thousand U.S. Dollars {($100,000) on the date of
approval of each assignment requested by any of the CONTRACTOR
MEMBERS to any assignee other than an Affiliated Company of the
same CONTRACTOR MEMBER in accordance with Article XXI.

(e) Crude Oil Bonuses:

i - CONTRACTOR shall pay to EGAS the sum of tw¢ hundred -
thousand U.S. Dollars {$200,000) as a production bonus when
the total average daily production from the Area first reaches the
rate of five thousand (5000) Barrels of Oil per day as for a
period of thirty (30) consecutive producing days. Payment shall
be made within fifteen (15} days thereafter.
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ii - CONTRACTOR shall also pay to EGAS the additional sum of
four hundred thousand U.S. Dollars ($400,000) as a production
bonus when the total average daily production from the Area
first reaches the rate of ten thousand (10,000) Barrels of Oil per
day for a period of thirty (30) consecutive producing days.
Payment shall be made within fifteen (15) days thereafter.

iti - CONTRACTOR shall also pay to EGAS the additional sum of
six hundred thousand U.S. Dollars ($600,000) as a production
bonus when the total average daily production from the Area
first reaches the rate of twenty—fh;e: thousand (25,000) Barrels of
oil per day for a period of thirty (30) consecutive producing
days. Payment will be made within fifteen (15) days thereafter.

iv - CONTRACTOR shall also pay to EGAS the additional sum of
one million U.S. Dollars ($1,000,000) as a production bonus
when the total average daily production from the Area first
reaches the rate of fifty thousand (50,000) Barrels of Oil per day
for a period of thirty (30) consecutive producing days. Payment
.shall be made within fifteen (15) days thereafter.

v - CONTRACTOR shall also pay to EGAS the additional sum of
two million U.S. Dollars ($2,000,000) as a production bonus
when the total average daily production from the Area first
reaches the rate of one hundred thousand (100,000) Barrels of otl
per day for a period of thirty (30) consecutive producing days.

Payment will be made within fifteen (15) days thereafter.



Yoo L g A i o) U VY sdall - e Sl 41 YA

. ALPG) JUll g 2l 5key 5L plo] pee ()
(Yoo, all ol ayliie Lilo] Tabue ulanY Lyl Jylall pdiy —
Jray Lodie il Donia 8 LS N ol l LY I ol ¥ ys e Y50
D3yt s Ksads  J1 5,0 JgY Rikaid] s pa gl p SV Jagia pgens
YUt W L | ED e SN POV IL PRI X LR Y=
Dot 5 dluaadl lin oz Aedl i sl o (Y2 ) OO gus e

el s da Lagy (10) ,die das

W Bl i Lilol Lals ol Y Layl Jslatl piay - ¥
inieaS ISy o Sl LN I oY s o Y (- -, - )
e JoY Lkl e o ol YT o gza § i oy Loie gl
o e lS e (0., - o e o) g G geaes
Ogiat (o dldeadl Lin o2y ddlpza plal oy (¥ ) W gda Ao 0 sl
Akl e day Ly (10) e e

D Dz oy lin Lildal Lidia ulons¥ Lyl JLall iy - ¥
ircanS IS ma ¥ tamztl LY Y e Yy (Y-, - )
PR S+ R FRPY P1EY (N EPEJOv TN I DIty (B
S e gl S 05 (V0 ) sl gy L |
o dhadl bim oy Ldlgza plasl o gy (V) QOO (gda fo o0l S

ol Ui ey Loy (40) e das 1paé

(Vo) ke oy fadie L] Ll oY Ll 5l i -
NPT PPN & X Wgo) | PRV (U1 PLRCHS PRV PP
Opmasy 5 (I 50 JoY Libill s pa sl £ ASY Jas g2 g sairee
oot 8 SR e el d S p S (YO, e ) ke
gk b Sl lin oz Ldlyza plait o (V) 00O i e
ol U day Loy (V0) e daes



YA Y N D A () b TF sl = G Sy

il bl e kel

() Gas and LPG Bonuses:

i ~ CONTRACTOR shail also pay to EGAS the additional sum of
two hundred thousand {J.S, Dollars ($200,000) as 4 production
bonus when the total average dally production from the Area
first reaches the rate of twenty five nmullion (25,000,000)
Standard Cubic Feet Per Day of Gas for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen {15) days thereafter.

it « CONTRACTOR shall also pay to EGAS the additional sum of
four hundred thousand ULS. Dotlars {$400,000) as a production
bonus when the total average daily production from the Area
first reaches the rate of fifty million (50,000,000) Standard
Cubic Feet Per Day of Gas for a period of thirty {30)
consecutive producing days. Payment will be made within
fifteen {15} days thereafter.

il - CONTRACTOR shall also pay to EGAS the additional sum of
six hundred thousand 1J.8. Dollars ($600,000) as a production
bonus when the total average daily production from the Area
first reaches the rate of one hundred and fifty million
{150,000,000) Standard Cubic Feet Per Day of Gas for a period
of thirty {30 consecutive producing days. Payment will be
made within fifteen {135} days thereafter.

v -« CONTRACTOR shall also pay to EGAS the additional sum of
ene million U.S, Dollars (31,600,000} as a production bonus
when the total average daily production from the Area first
reaches the rate of two hundred and fifty million (250,000,000)
Standard Cubic Feet Per Day of Gas for a period of thinty (30)
consecutive producing days. Payment wiil be made within
fifteen (135) days thereafter.
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v - CONTRACTOR shail also pay to EGAS the additional sum of
two million U.S. Dollars {$2,000,(X)0} as a production bonus
when the total average daily production from the Area first
reaches the rate of five hundreds miltion (500,000,000} Standard
Cubic Feet Per Day of Gas for a periodd of thirty (30)
consecative producing davs. Payment will be made within
fifteen {15} days thereafler.

(g) All the above mentioned bonuses shall in no event be recoverad by
CONTRACTOR.

(h) In the event that EGAS eclects to develop any part of the Area
purspant to the sole risk provisions of Article Ill{c)(1v), production
from such sole risk area shall be considered for the purposes of this
Articte IX only if CONTRACTOR exercises its option to share i
suach production, and only from the initial date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain sn office in the AR E. at which notices
shall be validly served,

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power 1o carry out immediately all local
written directions given to them by the Government or its representatives
under the terms of this Agrecment. All lawful regulations issued or
hereafter to be issued, which are applicable hereunder and not in conflict
with this Ament, shall apply fo the duties and activities of the
General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served if delivered
to the office of the General Manager or which are sent 1o him by
registered mail to CONTRACTOR s office in the ARE.
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AH matters and noftices shall be deemed to be vailudly served if delivered
to the office of the Chairman of EGAS or which are sent to him by
registered mail at EGAS' main office in Cairo, ARE

(a)

(b)

{c)

(d)

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

The Joint Venture Company shall take all proper measures, according
to generally accepted methods in use in the petroleum industry, {0
prevent loss or waste of Petroleum above or under the ground in any
form during drlling, producing, pathenng. and distributing o
storage operations. The GOVERNMENT has the night to prevent
any operation on any well, that it might reasonably expect would
result in loss or damage to the well or the Ol or Gas field.

Upon completion of the drilling of a productive well, the Joint
Venture Company shail inform the GOVERNMENT or its representative
of the time when the well shall 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 Oil
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.

The Joint Venture Company shall record data regarding the quantities
of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the QOVERNMENT or s
representative on the special forms provided for that purpose within
thirty (30} days after the data are obtained. Daily or weekly statistics
regarding the production from the Area shall be available at all
reasonable times for examination by authorized representatives of
the GOVERNMENT,
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Daily drilling records and the graphic logs of wells shall show the
quantity and type of.cement and the amount of any other rnaterials
used in the well for the purpose of protecting Patmim {ias beaﬁng
or fresh water strata.

Any substantial change of mechanical conditions of the well after ity
completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS
EGAS, CONTRACTOR, and the Joint Venture Company shall be

. permitied to import and shall be exempted from customs duties, any

(b

taxes, levies or fees (including fees imposed by Ministerial Decision
No. 254 of 1993 jssued by the Minister of Finance, as now or
hereafter amended or substituted) of any nature and from the
importation rules with respect to the importation of machinery,
equipment, appliances, materials, ttems, means of transport and
transportation, electric appliances, air conditioners for offices, field
housing and facilities, electronic appliances, computer hardware and
software, as well as spare parts required for any of the imported
ttemns, all subject t0 a duly approved certificate issued by the
responsible representative nominated by EGAS for such purpose,
stating that the tmported items are required for conducting the
operations pursuant to this Agreement. Such certificate shaill be final
and binding and shall automatically result in the importation and the
exemnption without any further approval, delay or procedure,

Machinery, equipment, appliances and means of transport and
transportation imported by EGAS', CONTRACUTOR's and the Joint
Venture Company's contractors and sub-contractors temporarily
engaged in any activiiy pursuant o the operations which are the
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subject of this Agreement, shall be cleared under the "Temporary
Release System” without payment .of customs duties, any taxes,
levies or fees (including fees imposed by Ministertal Decision No.
254 of 1993 issued by the Minister of Finance, as now or hereafter
amended or substituted) of any nature, upon presentation of a duly
approved certificate i1ssued by EGAS responsible representative
nominated by EGAS for such purpose, stating that the imported
items are required for conducting the operations pursuant to this
Agreement. [tems set out in Article XH{a} imported by EGAS),
CONTRACTOR's and the Joint Venture Company’s contractors and
sub-contractors for the aforesaid operations, in order to be installed
or used permanently or consumed shall meet the conditions for
exemption set forth in Article XIi{a) after being duly certified by
EGAS' responsible representative to be used for conducting
operations pursuant to this Agreement.

(¢} The expatriate employees of CONTRACTOR, the Joint Venture
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other ancillary
taxes and charges except within the limits of the provisions of the
laws and regulations applicable in the A.R.E. However, personal
household goods and fumiture (including one (1) car) for each
expatriate employee of CONTRACTOR and/or the Joint Venture
Company shall be cleared under the "Temporary Release System"
(without payment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authorities
by CONTRACTOR or the Joint Venture Company approved by
EGAS' responsible representative stating that the imported items are
imported for the sole use of the expatriate employee and his family,
and that such imported items shall be re-exported outside the A.RE.
upon the repatriation of the concerned expatriate employee.
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(d) Items imported into the A R.E., whether exempt or not exempt from

(e)

customs duties and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
EGAS' approval, which approval shall not be unreasonably withheld,
without any export duties, taxes or charges or any taxes or charges
from which such items have been already exempted, being
applicable. Such items may be sold within the A.R.E. after obtaining
the approval of EGAS, which approval shail not be unreasonably
withheld. In this event, the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tariff
applicable on the date of sale, unless such items have already been
sold to an Affiliated Company of CONTRACTOR, if any, or EGAS,
having the same exemption, or unless title to such items has passed
to EGAS.

In the event of any such sale under this paragraph (d), the proceeds

from such sale shall be divided in the following manner:

CONTRACTOR shall be entitled to reimbursement of its unrecovered
cost, if any, in such items and the excess, if any, shall be paid to

EGAS.

The exemption provided for in Article XII(a) shall not apply to any
imported items when items of the same or substantially the same
kind and quality are manufactured locally, meet the CONTRACTOR's
and/or the Joint Venture Company's specifications for quality and
safety, and are available for timely purchase and delivery in the
A.RE. at a price not higher than ten percent (10%) more than the
cost of the imported item, before customs duties but after freight and
insurance costs, if any, have been added.
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(fy CONTRACTOR, EGAS and their respective buyers shall have the
right to freely export the Petraleum produced from the Area pursuang
to this Agreement; no license shall be required, and such Petroleurn
shall be exempted from any customs duties, any taxes, levies or any
other imposts in respect of the export of Petroleum hereunder,

ARTICLE X1
BOOKS OF ACCOUNT; ACCOUNTING AND PAYMENTS

{a} EGAS, CONTRACTOR and the Joint Venture Company shall each
maintain at their business offices in the A R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generaily used in the petroleum
industry, and such other books and records as may be necessary {0
show the work performed under this Agrecment, mclhuding the
amount and value of all Petroleum produced and saved hercunder.
CONTRACTOR and the Joint Venture Company shall keep their
books of account and accounting records in U.S. Pollars,

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

(b} The aforesaid books of account and other books and records referred
to above shall be available at all reasonable times for inspection by
duly authonzed representatives of the GOVERNMENT.,
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{c) CONTRACTOR shall submit to EGAS a Profit and Loss Statement

(a)

(b)

of its Tax Year not later than four {(4) months after the commencement
of the following Tax Year to show its net profit or loss from the
Petroleum operations under this Agreement for such Tax Year.

CONTRACTOR shall at the same time submit a year-end Balance
Sheet for the same Tax Year to EGAS. The Balance Sheet and
financial statements shall be certified by an Egyptian certified
accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or the Joint Venture Company shall prepare
and, at all times while this Agreement is in force, maintain accurate
and current records of their operations in the Area. CONTRACTOR
and/or the Joint Venture Company shall furnish the GOVERNMENT
or its representative, in conformity with applicable regulations or as
the GOVERNMENT or its representatives may reasonably require,
information and data concerning their operations under this
Agreement. The Joint Venture Company shall perform the functions
indicated in this Article XIV in accordance with its role as specified
in Article VI.

CONTRACTOR and/or the Joint Venture Company shall save and
keep a representative portion of each sample of cores and cuttings
taken from drilling wells, to be disposed of, or forwarded to the
GOVERNMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
the Joint Venture Company for their own purposes shall be

considered available for inspection at any reasonable time by the
GOVERNMENT or its representatives.



YoV i dig A () U VY sl - D Sl b VS

T

lis S sasy 1 ppg ol gt Slit bl pbas W S ()
iy Sl Nz gy elona] ] Loy Laons L St oo et
s O e ulond Gl o L el

150 3 s ¢ ulma! oo ety W] M ptaactll Syl i pm¥ ()
Lty Watie] piby 1 (6,30 blmy &y i b Uit i 21 ol
B Sz o Joo WG daiial 5] Wi 5y 55 - g\
A ololall da slas 5l bty ppg b 0 Wl =7 13 JooN
c oelo ¥ 38l Wl jlaets Jodotll T slas¥l s e b e

il 055 ¢ ol O Udeny Lol 3 Dolall 0 iy RIINS ()
JolSIY Bkl o 2] Gl I dysd! 5 Gl oninyil Julon| ib ya sl
G ldaadl iile 3 31 ol 50 o dsnslidl UL a3
3 e o Jyllt Ly daiso, I UL Oty J oM LS Lo
ot ginzis §yidl el ogroyle o T Lpibipo 5l Lulaml 2 2l
S ity Ul ol [1,0¥) aie () 5,481 0 g dylu
radl ¥ L fr e 1als) Sl U ULl g 0 T ol
JS eisy (Letelady UV ONmn's Ay jud yud |y Ao o) | (i
355 o gAY olhally OULE i Rilacd] O il |y ol |
sl ells I Jyll 350 9

Jolidl e onazy ol ilibaas Ll 5 Jolidl o gy 2 5kl s

. L__,.uu_,-:-t__,.unt.j-d.u LJ':"'EJJLJ"‘:':'!'HJUEQ ,_,.uL‘R._!!iUIJ.n

5 P OV B S DIPTPUPI B [ 3 P DY | T
i:llil.l.{:-:i b T S L Ll Llg die T T
b sl Ml Gl Ll LU oda < Lt 0,0 1 el el
i\l 5 pnil] o el A b |y i b o | UL e 5]
i oo a3 Jylalt 5, o Zakaad,



VEe YNy A S () VY sl - d Il A

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

(d) Originals of records shall only be exported with the permission of
EGAS; 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 A.R.E.; and provided that such exports shall be
promptly repatriated to the A.R.E. following such processing or
analysis on the understanding that they belong to EGAS.

{e) Dunng the period in which CONTRACTOR is conducting the
Exploration operations, EGAS’ duly authorized representatives or
employees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGAS' representatives or employees, in exercising
their rights under the preceding sentence of this paragraph (e), shall
not cause any harm to CONTRACTOR's operations. CONTRACTOR
shall provide EGAS with copies of any and all data (including, but
not limited to, geological and geophysical reports, logs and well
surveys), information and interpretation of such data, and other
relevant information in CONTRACTOR's possession during such
perod.

During the period in which CONTRACTOR conducts the Exploration
operations, CONTRACTOR shall furnish EGAS with monthly,
quarterly, semi-annual and annual technical status reports.

For the purpose of obtaining new offers, the GOVERNMENT and/or
EGAS may at the end of any Exploration period ,as it may be
extended pursuant to the provisions of Article V above, or at the date
of termination of this Agreement, whichever is earlier, show any
other party un-interpreted basic geophysical and geological data with
respebt to the area which CONTRACTOR has relinquished.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

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

However, in the event that any damage results as a consequence of the
issuance of any order, regulation or direction of the GOVERNMENT of
the A. R. E. whether promulgated in the form of a law or otherwise, then
EGAS and / or CONTRACTOR shall be exempted from the responsibility
resulting from the non-performance or delay in performance of any
obligation under this Agreement as long as such non-performance or
delay in performance is arising out of the issuance of such orders,
regulations or laws within the limits imposed by such orders, regulations
or laws. EGAS and / or CONTRACTOR shall be granted the necessary
period for the restoration of any damage resulting from the non-performance
or the delay in performance, provided that such granted period shall be
added to the term of the relevant period of this Agreement at that time
and shall be restricted to the Block(s) affected by such orders, regulations
or laws and shall not exceed the period of delay referred to above.

ARTICLE XVI
PRIVILEGES OF GOYERNMENT REPRESENTATIVES .

Duly authorized 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 EGAS, CONTRACTOR and the Joint Venture
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or the Joint Venture Company on the condition that no
danger or impediment to the operations hercunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
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assistance by the agents and employees of CONTRACTOR or the Joi
Venture Company so that none of their activities endanger or hinder the
safety or efficiency of the operations. CONTRACTOR or the loint
Venture Company shall offer such representatives all privileges and
facilities accorded to its own employees in the field anid-shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the field for the purpose of
factlitating the objectives of this Article XVI. Without prejudice to Article
XivVie), any and all mformation obiained by the GOVERNMENT or its
representatives under this Article XVI shall be kept confidential with

respect (o the Area.
ARTICLE XVH

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

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

{1} The expatriate adminisirative, professional and technical
personnel employed by CONTRACTOR or the Joint Venture
Company and the personnel of its contractors for the conduct of
the operations hereunder, shall be granted a residence as
provided for in Law No. 89 of 1960, as amended, and Ministerial
Order No. 280 of 1981, as amended, and CONTRACTOR
agrees that all immigration, passport, visa and employment
regulations of the AR.E. shall be applicabic to all alien
employees of CONTRACTOR working in the ARE

(2} A minimum of twenty-five percent (25%) of the combined
salaries and wages of cach of the expatriate administrative,
professional and technical persornel employed by CONTRACTOR
or the Joint Venture Company shall be paid monthly in Egyptian
CUFTERCY.
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{by CONTRACTOR and the Joint Venture Company shall each select s
employees and determine the number thereof, to be used for

operations hereunder.

{c} CONTRACTOR, shall after consultation with EGAS, prepare and
carry out specialized training programs for all its employees in
A R.E. engaged in operations hercunder with respect to applicabie
aspects of the petroleum industry, CONTRACTOR and the Joint
Venture Company undertake to replace gradually their non-executive
expatriate staff by qualified nationals as they are available.

(d) During any of the Exploration phases {(as it may be extended),
CONTRACTOR shall give 1o a mutually agreed number of EGAS
employees an opportunity to attend and participate in CONTRACTOR's
and CONTRACTOR's Affiliated Companies fraining programs
relating to Exploration and Development operations. In the event
that the total cost of such programs is less than the sum of fifty
thousand U.S. Dollars ($50,000} in any Financial Year during such
period, CONTRACTOR shall pay EGAS the amount of the shortfall
within thirty (30} days from the end of such Financial Year
However, EGAS shall have the right that said amount of fifty
thousand (1.S. Dollars ($50,000) allocated for training, be paid
directly to EGAS for such purpose,

ARTICLE XVIH
LAWS AND REGULATIONS

(a) CONTRACTOR and the Joint Venture Company shall be subject to
Law No. 66 of 1953 {exciuding Article 37 thereof), as amended by
Law No. 86 of 1936, and the regulations issued for the implementation
thereof, including the regulations for the safe and efficient
performance of operations carried out for the execution of this
Agreement and for the conservation of the petroleum resources of
the ARE: provided that no reguiations, or modification or
interpretation thereof are contrary to or inconsistent with the
provisions of this Agreement.
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{b} CONTRACTOR and the Joint Venture Company shall be subject o
the provisions of the Law No. 4 of J9%4 concerning the environmeat
and its executive regulation, as may be amended, as well as any laws
or regulations that may be issued, concerning the protection of the
environment,

(¢} Except as provided in Article g} for Income Taxes, EGAS,
CONTRACTOR and the Joint Venture Company shall be exempted
from all taxes and duties, whether imposed by the GOVERNMENT
or muticipalities 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 tmposed on
dividends, interest, technical sorvice fees, patent and trademark
royaities, and similar items. CONTRACTOR shall also be exempted
from any tax on the hiquidation of CONTRACUTOR, or distributions
of any income to the shareholders of CONTRACTOR, and from any
tax on capital,

{d) The rights and oblipations of EGAS and CONTRACTOR under, and
for the effective term of this Agreement shall be governed by and in
accordance with the provisions of this Agreement and may oniy be
altered or amended by the written mutual agreement of the said
contracting parties and according to the same procedures by which
the original Agreement has been 1ssued,

{¢) The contractors and sub-contractors of CONTRACTOR and the
Joint Venture Company shall be subject to the provisions of this
Apreement which affect them, Without prejudice to Articie XVl (b)
above, if regulations which are duly issued by the GOVERNMENT
apply from time to time and are not in accord with the provisions of
this Agreement, such regulations shall not apply to CONTRACUTOR,
the Joint Venture Company and their respective coniractors and
sub-contractors, as the case may be.
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(fy EGAS, CONTRACTOR, the Joint Venture Company and their
respective contractors and sub-contractors shali for the purposes of
this Agreement be exempted from all professional stamp duties,
imposts and levies imposed by syndical laws with respect to their
documents and activities hereunder.

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

substituted.
ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of 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 AR.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shazll notify EGAS of the subject legislative
or regulatory measure as well as its consequent effects that may cause the
destabilization of the Agreement. In such case, the parties shall negotiate
appropriate modifications to this Agreement designed to restore the
economic balance thereof which existed on the Effective Date.

The parties shall use their best efforts to agree on the appropriate
amendments to this Agreement within ninety (90) days from aforesaid

notice,

These amendments to this Agreement shall in any event neither decrease
nor increase the rights and obligations of CONTRACTOR as these were

agreed on the Effective Date.

In the event the parties fail to reach an agreement during the period
referred to above in this Article, such dispute shall be referred to the
general rules in settling the disputes stated in Article XXIV of this

Agreement.
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ARTICLE XX
RIGHT OF REQUISITION

{ay In case of national emergency due to war or snminent expectation of

(b)

war or internal causes, the GOVERNMENT may requisition all or
part of the pmducii'ﬁn from the Area obtained hercunder and require
the Joint Ventwe Company to increase such production to the utmost
possible maximum, The GOVERNMENT may also requisition the
Ot andfor Gas field iself and, if necessary, related facilities.

In any such case, such requisition shall not be effected except after
inviting EGAS and CONTRACTOQR or their representatives by
registered letier, with acknowledgement of receipt, to express their
views with respect to such requisition.

{¢) The reguisition of production shall be effected by Ministertal Order.

Any requisition of an Oil and/or Gas field usell, or any related
facilities, shall be effecied by a Presidential Decree duly notified to
EGAS and CONTRACTOR.

(d) In the event of any requisition as provided for above, the

GOVERNMENT shall indemnify in full EGAS and CONTRACTOR
for the period during which the reguisition is mamtamed, including:

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

{2} Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack is not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid t©
CONTRACTOR for Petroleum teken shall be cakulated m
accordance with Article Vil(c).
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ARTICLE X X1
ASSIGNMENT

(a) Neither EGGAS nor CONTRACTOR may sseign 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
shali be given to EGAS if i so desire to obtain such interest intended
to be assigned .

(b) Without prejudice to Article XXI (a), CONTRACTOR may assign

{c)

all or any of its rights, privileges, duties and obligations under this
Agreement to an Affihated Company, provided that CONTRACTOR
shall notify EGAS and the GOVERNMENT in writing and obtain
the written consent of the GOVERNMENT on the assignment.

In the case of an assignment either in 3 whole or in 3 part (0 an
Affihated Company, the assignor together with the assignee shail
remain JOintly and severally hable for all duties and obligations of
CONTRACTOR under this Agreement provided such Affiliated

Company remains in the same capacity as an Affiliated Company.

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

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

(2} The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants contained
i titis Agreement and any modifications or additions in writing
that up to such time may have been made.
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A draft of such instrument of assignment shall be submitted to
EGAS for review and approval before being formally executed.

(3) The assignor(s) must submit to EGAS reasonable documents

that evidence the assignee’s financial and technical competence.

{d) Any assignment, sale, transfer or other such conveyance made

pursuant to the provisions of this Asticle XXI shall be free of any
transfer, capital pains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or similar payments.

{e} Once the assignor and a proposed third party assignee, other than an

(f)

Affilisted Company or a CONTRACTOR MEMBER, have agreed
the final conditions of an assignment, the assignor shall disclose m
details such final conditions in a written notification to EGAS.
EGAS shall have the right to acquire the interest intended to be
assigned, if, within sixty (60) days form assignors wntten
notification, EGAS delivers to the assignor a written notification that
it accepts the same conditions agreed to with the proposed third party
assignee. If EGAS does not deliver such notification within such
sixty (60) day period, the assignor shall have the right 1o assign 10
the proposed third party assignee, subject to the Government
approval under paragraph {(a) of this Article.

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 dutics and obligations of CONTRACUTOR under this

Agreement.
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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 nstances:

(1)

(2)
(3)
(4)

(3

(6)

If it has knowingly submitted any false statements to the
GOVERNMENT which were of a material consideration for
the execution of this Agreement.

I it assigns any intergst hereunder contrary 10 the provisions of
Article XX1.

If it is adjudicated bankrupt by a court of competent
jurisdiction.

If it does not comply with any final decision reached as the
result of court proceedings conducted under Anticle XX1V{a).

If it intentionally extracts any mineral, other than Petroleum,
not authorized by this Agreement or without the authorization
of the GOVERNMENT, except such extractions that may be
pnavoidable as the result of the operations conducted hereunder
in accordance with accepted petroleum indusiry practice and
which shall be notified to the GOVERNMENT or i
representative as soon as possible.

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1936; provided that they, are not contradicied by the
provisions of this Agresment.

Such cancellation shall 1ake place without prejudice to any
rights which may have accrued {o the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreerent, and, in the event of such cancellation,
CONTRACTOR, shall have the right {0 remove from the Area
all its personal property.
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(b) If the GOVERNMENT deems that one of the aforesaid causes (other

than a force majeure cause referred-to in-Asticle XXI1H) exists (o
cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90) days written notice personally served on CONTRACTOR's
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 is impossible
due to unnotified change of address, publication in the Official
Journal of the GOVERNMENT of such notice shall be considered as
valid service upon CONTRACTOR. If at the end of the said ninety
(90) days notice period such cause has not been remedied and
removed, this Agreement may be canceied forthwith by Order or
Presidential Decree as aforesaid. Provided however, that if such
cause, or the failure to remedy or remove such cause, results from
any act or omission of one party, cancellation of this Agreement
shall be effective only against that party and not as against any other

party hereto.
ARTICLE XXIII

FORCE MAJEURE

The non-performance or delay in performance by EGAS and
CONTRACTOR, or either of them, of any obligation under this
Agreement shall be excused if, and to the extent that, such
non performance or delay is caused by force majeure. The period of
any such non-performance or delay, together with such period as

‘may be necessary for the restoration of any damage done during such

delay, shall be added to the time given in this Agreement for the
performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the Exploration or Development
Block(s) affected.
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(b) "Force Majeure™ within the meaning of this Article XXIH, shall be

any act of God, insurrection, .riot, war, strike, and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of EGAS and CONTRACTOR or either of them, whether
of ndt simitlar 0 the foregomg; provided that any such cause is
bevond the reasonable control of EGAS and CONTRACTOR, or
either of them.

{¢} The GOVERNMENT shall mcur no responsibility whatsoever o

()

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

if the force majeure event oocurs 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)
davs prior written notice to EGAS to terminate ifs obligations
pereunder without further liability of any Kind.

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any digpute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referved to the
jurisdiction of the competent courts in A.RE. and shall be finally
settied by such courts,

(b} Any dispute, controversy or claim arising out of or relating to this

Agreement, or the breach, termination or invalidity thereof, between
EGAS and CONTRACYTOR shall be settled by arbitration in
accordance with the Arbitration Ruies of the Cairo Regional Center
for International Commercial Arbitration (the "Center") in effect on
the date of this Apreement. The award of the arbitrators shall be

final andbinding on the parties.

{¢} The number of arbitrators shall be three (3).
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(d) Each party shall appoint one (1) arbitrator. If, within thirty (30) days

after receipt of the claimant's notification of the appointment of an
arbitrator 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.

(¢) The two (2) arbitrators thus appointed shall choose the third arbitrator

()

who shall act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbitrator, the

two arbitrators have not agreed upon the choice of the presiding

arbitrator, then either party may request the Secretary General of the

" Permanent Court of Arbitration at The Hague, the Netherlands 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 Arbitration

Rules. Such presiding arbitrator shall be a person of a nationality
other than the A.R.E or the CONTRACTOR's nationality(ies) and of

a country which has diplomatic retations with both the A.R.E. and
the CONTRACTOR's country(ies) and who has no economic interest

in the petreleum business of the signatories hereto.

Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the award, shall take place in
Cairo, A.R.E.

(g) The decision of the arbitrators shall be final and binding upon the

Parties, including the arbitration fees and all related issues and the

execution of the arbitrators decision 1shall be referred to the

competent courts according to the Egyptian laws,
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(h)

(1)

(b)

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 (including the arbitration provision)
shall prevail. The arbitration shall be conducted in both English and
Arabic language.

EGAS and CONTRACTOR agree, that if, for whatever reason,
arbitration in accordance with the above procedure cannot take
place, or is likely to take place under circumstances for CONTRACTOR
which could prejudice CONTRACTOR's right to fair arbitration, all
disputes, controversies or claims arising out of or relating to this
Agreement or the breach, termination or invalidity thereof shali be
settied by ad hoc arbitration in accordance with the UNCITRAL
Arbitration Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of EGAS and

CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed as constituting an association or corporation Or
partnership.

Each CONTRACTOR MEMBER shall be subject to the laws of the
piace where it is incorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.

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

(c) 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 the Joint Venture Company, as the case may be, and
their contractors shall:

(a)

(b)

Give priority to local contractors and sub-contractors, including EGAS’
Affiliated Companies, as long as their performance 1S comparable
with international performance and the prices of their services are
not higher than the prices of other contractors and sub-contractors by
more than ten percent (10%).

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

ARTICLE XXVII
TEXTS OF THE AGREEMENT

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

interpreting this Agreement.
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ARTICLE XXVIII
GENERAL

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

respect to the interpretation of said Articles.
ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding uvpon any of the parties hereto
unless and until a law is issued by the competent authorities of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement is signed by
the GOVERNMENT, EGAS, and CONTRACTOR.

RWE Dea Nile GmbH

BY:

THE EGYPTIAN NATURAL GAS HOLDING COMPANY

BY:

ARAB REPUBLIC OF EGYPT
BY:

DATE .
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ANNEX "A™
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
RWE Dea Nile GmbH
IN
NORTH EL AMRIYA AREA
MEDITERRANEAN SEA
ARE

BOUNDARY DESCRIPTION OF THE CONTCESSION AREA

Annex "B is a provisional illustrative map at an  approximate scale of
{1: 700,000) showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately two thousands and sixty
six square kilometers (2066 km?). It consists of ali or part of Exploration
Biocks, the whole Blocks are defined on a three (3) minute latiinde by
three (3) runute longitude grid.

The delineation lines of the Area in Annex "B" are intended to be only
illustrative and provisional and may not show accurately the true position
of such blocks in relation to existing monuments and geographical

foatures,
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Coordinates of the corper points of the Ares are given in the following
table which forms an integral past of this Annex "A" :

BOUNDARY COORDINATES
OF
N.EL AMRIYA AREA
MEDITERRANEAN SEA

Coordinates N. EL. AMYRIA Area

Latitude { Nerth ) | Longitade { East)

31 48" 00" 30° 21' 00"
Intersection of long. 30° 21" O0” . "
with the med, Sea shore line 30" 21 Og,___.

Intersection of long. 30 30 o # ¥ £f
with the med, Sea shore line 30 300 W0

31° 19" 30" 00"

31° 190 30" 300 24 00"
310 2 o 3 24 o0

o 1 " Intersection of long. 31° 21' OO~
317 21" 00 with the med. Sea shore line

Intessection of fong. 30° 18 00" » ; "
with the med. Sea shore line 30 18" 00
18 O 300 g o0
Intersection of long. 31° 18 00"
with the med. Sea shore line

Intersection of long. 30° 00" (0" . ' "
1 with the med. Sea shore line 30" 00" 00

12 30° 00"
13 |
14
15

6 | 3 21 00" 29° 45 00"

0T | =l
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Coordinates N. EL AMYRIA Area

" No. | Latitude (North) Longitude ( East)

17 3T 20 00" 29° 42 00"
18 3290 00" 29° 42 00" |
19 A 29 00 2" 48 00" |

20 31 31 30 29° 48 00"

21 31° 310 307 29°  51' 00"
22 33 00 29° 51' 00" |

23 310 31 00" 29° 52 00"

24 32 Q0" 29° 52 00"

25 32 00" [ 200 57 o0

26 31 300 00" 29° 57 00"

27 30 300 00" | 30° 000 00"

[ 28 310 400 00" 30° 00' 00"
29 31° 40 00" 3° 03 00" |

[ 30 31 4 00" 30° 03 00"
] ]

31 31° 41' 00" 30° 05 00"

32 31° 42 00" 30° 05 00"

3T 42 00" 30° 09 00"

3 4T 00" 300 09 00"

31° 47 00" 30° 08 00"

31° 48 00" 30° 08' 00"
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EXCLUDED AREAS

(1) W. ABU QIR DEVELOPMENT
LEASE (NAF)

No. Latitude ( North ) Longitude ( East )
1 31° 37 00"
2 31° 33 00"
l . 3 0
4 ‘ 31° 37 00"

(2)W. ABU QIR DEVELOPMENT

LEASE
] 31° 27 00" 30° 17 00"
2 31° 210 00" - 30° 17" 00"
3 | 310 21' 00" | 30° 09° 00"
4 30 ; :I)O “30° 09" 00" ]
5 31° 25 00" 30° 04" Q0"
6 31-' 29’ -U'O:' 30° 04 00
I 7 31" 29" 00" 30° 100 00"
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{3)N. ABU QIR DEVELOPMENT

LEASE
Latitude { North ) ; ngi;;dﬂ Eaﬁt}
31° .32' 00" 30° or oo
- ———
3T 32 o | 30° 00 00" i
31T 35 00" 30° 00" 00"
— - |______.._|
31° 35 00" 30° 05 00"
3:“33 00 I 300 05 00 |
31:”33' 00" . 30° 04 00" |

) ) ) - MHWEMIH

10

Il

12

13

14
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ANNEX "C"
LETTER OF GUARANTEE

Date :

EGYPTIAN NATURAL GAS HOLDING COMPANY

Gentlemen:

Reference 1s made to the Concession Agreement for Gas and Crude Oil
Exploration and Exploitation in North El Amnya Area, Mediterranean
Sea, A.R.E, issued by Law No.___ of 200_ by and between the Arab
Republic of Egypt (A.RE.), The Egyptian Natural Gas Holding
Company (EGAS) and RWE Dea Nile GmbH; hereinafter referred to as
CONTRACTOR.

RWE Dea Suez GmbH, (as Guarantor) for RWE Dea Nile GmbH
(as CONTRACTOR) hereby undertakes that if CONTRACTOR spends
during the initial Explﬂratiun period of three (3) years of this Agreement
less than the minimum amount specified for such period being nine
million U.S. Dollars ($9,000,000) under this Agreement (the difference
being hereunder described as "Shortfall”), and EGAS notifies RWE Dea
Nile GmbH as CONTRACTOR and RWE Dea Suez GmbH as Guarantor
in writing of the amount of the Shortfall, within fifteen (15) days of
receipt of said notice, RWE Dea Suez GmbH as Guarantor on behalf of
CONTRACTOR shall pay that shortfall to EGAS and/or transfer to

EGAS a quantity of Petroleum sufficient in value to cover the Shortfall.
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In case said Petroleum shall be transferred it will be deducted from
Guarantor's share of Petroleum production from the Development
Leases, pursuant to the terms of the Concession Agreements for
Petroleum Exploration and Exploitation issued by Law No. 6 of 1974,
and Law No.140 of 1974; by and between the Arab Republic of Egypt,
EGPC and RWE Dea Suez GmbH and such Petroleum shall be valued at
the time of the transfer to EGAS in accordance with the provisions of
Article VII of the Concession Agreements issued by laws mentioned in

this paragraph and related to the crude oil.

RWE Dea Suez GmbH as Guarantor or RWE Dea Nile GmbH as
CONTRACTOR may at any time between the date hercof and the
expiration date of this letter of guarantee submit a bank guaratee for the
Shortfall in a form satisfactory to EGAS, in which event the provisions

of this letter shall automatically lapse and be of no effect.

This letter of guarantee shall expire and become null and void on the date
six (6) months after the end of the initial Exploration period of the
Concession Agreement of North El Amriya Area, Mediterranean Sca, or
on the date upon completion of the CONTRACTOR's obligations

hereunder.

Yours Faithfully,
RWE Dea Suez GmbH

By

Date;
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ANNEX "D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE 1

FORM AND GOVERNING LAW

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the GOVERNMENT
in accordance with the provisions of this Agreement referred to below
and of this Charter.
The Joint Venture Company shall be subicct to ail laws and regulations
in force in the A.R.E. to the extent that such laws and regulations are not
fnconsistent with the provisions of this Charnter and the Agreement
referred to below,
ARTICLE R

NAME OF JOINT VENTURE COMPANY
The name of the Joint Venture Company shall be mutually agreed upon
between EGAS and CONTRACTOR on the date of the Commercial
Discovery, aml shall be subject to the approval of the Minister of
Petroleum,

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

The object of the Joint Venturg Company is to act as the agency through
which EGAS and CONTRACTOR, carry ewt and conduct the
Development operations required in accordance with the provisions of
the Concession Agreement for Gas and Crude Ol Exploration and
Exploitation in North El Amriya Area, Mediterranean Sea, ARE
{hereinafter referred to as the "Agreement”) entered into by and between
the Arab Republic of Egypt (hereinafter referred to as the "AR.E.),
EGAS and CONTRACTOR issued by Law No. —-=---- of 200-- .
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The Joinl Venture Company shall also be the agency o carry out and
conduct Exploration operations after the date of Commercial Discovery,
in any portion of the Area converted into a Development Lease, pursuant
to Work Programs and Budgets approved in accordance with the
Agreement.

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

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

ARTICLE Y
CAPITAL

The authonized capital of the Joint Ventore Company is {wenty thousand
{20,000) Egyptian Pounds divided into five thousand {5,000} shares of
common stock with a value of four (4) Egyphian Pounds per share having
equal voting rights, fully paid and non-assessable.

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

The Joint Venture Company shail not own any right, title, interest or
estate in or under the Agreement or any Development Lease created there
under or in any of the Petroleum produced from any Exploration Block
or Development Lease there under or 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 financing or performance of any of the
duties or obligations of either EGAS or CONTRACTOR under the

Agreement. The Joint Venture Company shall not make any profit from

any source whatsoever.

ARTICLE VII
ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever it is indicated herein that the Joint
Venture Company shall decide, take action or make a proposal and the
like, it is understood that such decision or judgment is the resuli of the
decision or judgment of EGAS, CONTRACTOR or EGAS and
CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII
BOARD OF DIRECTORS

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

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
SHAREHOLDERS' MEETINGS

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

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

PERSONNEL AND BY-LAWS

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

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

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

The Joint Venture Company shall come into existence within thirty (30)
days after the date of Commercial Qil Discovery or within thirty (30)
days after signature of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for in the Agreement (unless
otherwise agreed by EGAS and CONTRACTOR).

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

the duration of the Agreement, including any extension thereof.

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

terminated for any reason as provided for therein.

RWE Dea Nile GmbH

BY

THE EGYPTIAN NATURAL GAS HOLDING COMPANY

BY :
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

(a) Definitions:

The definitions contained in Article I of this Agreement shall apply

to this Accounting Procedure and have the same meaning.

(b) Statements of Activity:

(1_) CONTRACTOR shall, pursuant to Article 1V of this Agreement,

(2)

render to EGAS within thirty (30) days of the end of each
calendar quarter a Statement of Exploration Activity reflecting
all charges and credits related to the Exploration operations
conducted in any portion of the Area not converted into a

Development Lease for that quarter, summarized by appropriate

classifications indicative of the nature thereof.

Following its coming into existence, the Joint Venture Company
shall render to EGAS and CONTRACTOR within fifteen (15)
days of the end of each calendar quarter a Statement of
Development and Exploration Activity reflecting all charges
and credits related to the Development and Exploration
operations conducted in any portion of the Area converted into
a Development Lease for that quarter, sumunarized by
appropnate classifications indicative of the nature thereof,
provided that items of controllable material and unusual
charges and credits shall be detailed.
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(c) Adjustments and Aundits:

(i) Each quarterly Statement of Expioration Activity pursuant {0

(2)

Article KbX1) of this Anmex shall conclusively be presumed to
be true and correct after three (3) months following the receipt
of cach Statement by BEGAS, unless within the said three (3)
month period EGAS takes written exception thereto pursuant to
Article IV{{) of the Agreement. During the said three (3} month
period supporting documentis will be available for inspection by
EGAS dunng all working houwrs. CONTRACTOR shall have
the same audit rights on the Joint Venture Company Statements

as B{GAS under this sub-paragraph.

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

in Article IV} of the Agreement.
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(d) Cearrency Exchange:

CONTRACTOR's books for Expioration and the Joint Venture
Company's books for ﬁev#lnpniﬁﬁt and Exploration, if any, shall be
kept in the A.R.E. in U.S. Dollars. All U.S. Dollars expenditures
shall be charged in the amount expended. All Egyptian currency
expenditures shall be converted to U.S. Dollars at the applicable
rate of exchange issued by the Central Bank of Egypt on the first
day of the month in which expenditures are recorded, and all other
non-U.S. Dollars expenditures shall be converted into U.S. Dollars
at the buying rate of exchange for such currency as quoted by
National Westminster Bank Limited, London, at 10.30 a.m. G.M.T.,
on the first day of the month in which expenditures are recorded.

A record shall be kept of the exchange rates used in converting

Egyptian currency or other non - U.S. Dollars expenditures into
U.S. Dollars.

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 subject differently, then the provisions of the

Agreement shall prevail.

(f) Revision of Accounting Procedure:

(2

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

No Charge for Interest on Investment:

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

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through the Joint Venture Company, pay the
following costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered n accordance

with Article VII of this Agreement:
(a) Surface Rights:

All direct cost attributable to the acquisition, renewal or relinquishment
of surface rights acquired and maintained in force for the Area.

(b) Labor and Related Costs:

(1) Salaries and wages of CONTRACTOR's or the Joint Venture
Company's employees, as the case may be, directly engaged 1n
the various activities under the Agreement, including salaries
and wages paid to geologists and other employees who are
temporarily assigned to and employed in such activities. Such
salaries and wages shall be certified by a certified public

accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salaries. For the
purpose of this Article II{(b) and Article II(c) of this Aonex,
salaries and wages shall mean the assessable amounts for
A.R.E. Income Taxes, including the salaries during vacations
and sick leaves, but excluding all the amounts corresponding to the
other itemns covered by the percentage fixed under (2) below.
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{2) For expatriate employees permanently assigned to A R.E:
1. Al allowances applicable to salaries and wages;
2. Cost of established plans; and

3. All travel and relocation costs of such expatriate
employees and their families to and from the employee's

country or point of origin af the time of employment, at

the time of separation, or a8 a result of transfer from one
location to another and for vacation {transportation costs
for employees and their families transferring from the
AR.E. to another location other than their counlty of
origin shall not be charged to A.R.E. operations).

Costs under this Article IK(b}X2) shall be deemed to be equal to fifty
six and a half percent {56.5%:) of basic salaries and wages paid for
such expatriate personnel including those paid during vacations and
sick leaves as established in CONTRACTOR's international
policies, chargeable under Asticle H(b)(1), Article II(i), Article 1l
(k¥ 1) and Articie THKH3) of this Annex.

However, salaries and wages doring vacations, sick leaves and
disability are covered by the foregoing percentage. The percentage
outlined gbove shall be deemed 1o reflect CONTRACTOR's actual
costs as of the Effective Date with regard to the following benefits,

allowances and costs :
i « Housing and Utilities Allowance.

2 - Commuodities and Services Allowance.
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Special Rental Allowance.

Vacation Transportation Allowance.

Vacation Trave] Expense Allowance.

Vacation Excess Baggage Allowance.

Education Allowances (Children of Expatriate Employees).

Hypothetical U.S. Tax Offset (which results in a reduction of
the chargeable percentage).

Storage of Personal Effects.
Housing Refurbishment Expense.
Property Management Service Fees.
Recreation Allowance.

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

Sickness and Dhisability.

Vacation Plans Paid (excluding Allowable Vacation Travel
Expenses).

Savings Plan.

Educational Assistance.
Military Service Allowance.
F.ILC.A.

Workman's Compensation.

Federal and State Unemployment Insurance.
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24- Personne! Transfer Expense.
25- National Insurance.

26- Any other Costs, Allowances and Benefits of a simnilar nature
as established in CONTRACTOR's International Policies.

The percentages outlined above shall be reviewed at intervals of
three (3} years from the Effective Date and at such time CONTRAC-
TOR and EGAS shall agree on new percentages t¢ be used under
this Article II(b)}(2).

Revisions of the percentage shall take into consideration vanances n
costs and changes in CONTRACTOR's international poiicies which
modify or exclude any of the above allowances and benefits.

The revised percentages shall reflect as nearly as possibie CON-
TRACTOR's actual costs of all its established allowances and bene-

fits and of personnel transfers.

(3) For expatriate employees temporarily assigned to the A.R.E all
allowances, costs of established plans and all travel and/or
relocation costs for such expatriates as paid i accordance with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what is
mentioned in Article [I(k)2) of this Annex.

(4) Expenditure or contributions made pursuant to law or assessment
imposed by any governmental authority which are applicable to
labor cost of salaries and wages as provided under Article Il(ﬁ}
{1}, Article IHbX2), Article I}, Article [HK)}1) and Article 11
{k)(3} of this Annex,
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{c} Baneﬁts, allowances and related costs of pational employees:

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for otl companies operating in the ARE,,
ail as chargeable under Article (b} 1), Article H{T), Article TIRYD)
and Article IKK){3) of this Annex. Severance pay shall be charged at
a fixed rate applied 1o payrolls which shall equal an amount
equivalent to the maximum Hability for severance payment as
mquir&d under the AR.E. Labor Law,

{d) Material:

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

{1) Purchases:

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

(2) Material furnished by CONTRACTOR:

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

1. New Material (Condition "A"')

New Matenal transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
muaterial supplied ts not higher than international prices for
material of similar quality supplied on similar tenms,
prevailing at the time such material was supplhied.
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2. Used Material (Conditions "B’ and "'C'")

a) Used Material which is in sound and serviceable condition
and is suitable for re-use without reconditioning shall be
classified as Condition "B" and priced at seventy - five
percent (75%) of the price of new material.

b) Used Matenal which cannot be classified as Condition "B"
but which is serviceable for original function but
substantially not suitable for reuse without reconditioning,
shall be classified as Condition "C" and priced at fifty
percent (50%) of the price of new material.

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

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

(3) Warranty of material furnished by CONTRACTOR

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

(e} Transportation and Employee Relocation Costs:

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

(2) Business travel and transportation expenses to the extent covered
by CONTRACTOR's estabiished policies of or with regard to
expatnate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR's or the Joint
Venture Company's business.

(3) Employees transportation and relocation costs for national
emplovees to the extent covered by established polictes.
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() Services:

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

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

(3) Use of EGAS', CONTRACTOR's or their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not

in excess of competitive rates then prevailing in the A R.E.

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies'
rates shall not include any administrative or overhead costs
other than what is mentioned in Article II(k){2) of this Annex.

(g) Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or the Joint Venture
Company through the exercise of reasonable diligence. CONTRACTOR
or the Joint Venture Company shall furnish EGAS and CONTRACTOR
with a written notice of damages or losses incurred in excess of ten
thousand U.S. DoHars ($10,000) per occurrence, as soon as practicable
after report of the same has been received by CONTRACTOR or the

Joint Venture Company.
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(h) Insurance and Claims:

(i)

1)

The cost of any public liability, property damage and other insurance
against liabilities of CONTRACTOR, the Joint Venture Company
and/or the parties or any of them to their employees and/or outsiders
as may be required 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.

If no insurance is carried for a particular risk, in accordance with
good international petroleum industry practices, all related actual
expenditures incurred and paid by CONTRACTOR or the Joint

‘Venture Company in settlement of any and all losses, claims,

damages, judgments and any other expenses, including legal
SEIVICes,

Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area.

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 hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder are handled by the
legal staff of one or more of the parties hereto, a charge
commensurate with the cost of providing and furnishing such
services shall be made to operations.
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{k} Administrative Overhead and General Expenses:

(1) While CONTRACTOR is conducting Exploration operations,
the cost of staffing and maintaining CONTRACTOR's head
office in the ARE. andfor other offices established 1 the
ARE. as appropnate other than field offices, which shali be
charged as provided for in Article () of this Annex, and
excepting salaries of employees of CONTRACTOR who are
temnporarily assigned to and directly serving on the Arga, which
shall be charged as provided for in Article [{b) of this Annex.

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

1. Executive - time of executive officers.
2. Treasury - financial and exchange probiems.
3. Purchasing - procuring materials, equipment and supplies.

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

5. Other departments such as legal, controlling and engineering
which contribute time, knowledge and experience to the
operations.

The foregoing does not preclude charging for direct service

under Article HH{f¥2) of this Annex.
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{3) While the Joint Venture Company is conducting operations, the
Joint Venture Company's. personnel engaged in general clerical
and office work, supervisors and officers whose time is
generally spent m the main office and not the field, and all
employees generally considered as general and administrative
and not charged to other types of expenses shall be charged 1o
operations. Such expenses shall be aliocated each month
between Exploration and Development operations according to

sound and practicable accounting methoxds.
{11 Taxes:

All taxes, duties or fevies paid in the AR.E. by CONTRACTOR or
the Joint Venture Company with respect to this Agreement other
than those covered by Article TH{gX 1) of the Agreement.

(m) Continging CONTRACTOR Caosts:

Costs of CONTRACTOR activities required onder the Agreement
and mcuived exclusively in the ARE. after the Joint Venture
Company is formed. No sales expenses incurred outside or inside the
AR.E. may be recovered as a cost.

{n} Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article 11,
incirred by CONTRACTOR or the Joint Venture Company under
approved Work Programs and Budgets.,
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ARTICLE 1II
INVENTORIES
(a) Periodic Inventories, Notice and Representation:

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

(b) Reconciliation and Ad justment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
- EGAS, and a list of overages and shortages shall be jointly

determined by the Joint Venture Company and CONTRACTOR and

EGAS, and the inventory adjusted by the Joint Venture Company.

ARTICLE IV
COST RECOVERY

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

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

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

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

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

3. Amount of coste-recovered for the quarter.

6. Amount of recoverable costs carried forward into the succeeding
quarter, if any.

7. Excess, if any, of the value of Cost Recovery Petroleum taken and
separately disposed of by CONTRACTOR over costs recovered
for the quarter.

(b) Payments:

If such Statement shows an amount due to EGAS, 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 to EGAS on the date when such payment is due, then

CONTRACTOR shall pay interest of two and one half percent

(2.5%) per annum higher than the London Interbank Borrowing

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:

EGAS has the right to take its entitlement of Excess Cost Recovery
Petroleum under Article VII(a)(2) of the Agreement in kind during
the said quarter. A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its
own entitlement of such Excess Cost Recovery Petroleum.

(d) Audit Right:

EGAS shall have the right within a period of twelve (12) months
from receipt of any Statement under this Article I'V in which to audit
and raise objection to any such Statement. EGAS and CONTRACTOR
shall agree on any required adjustments. Supporting documents and
accounts will be available to EGAS during said twelve (12) month

period.
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ARTICLE V |
CONTROL AND MAJOR ACCOUNTS

(a) Exploration Obligation Control Accounts:

CONTRACTOR shall establish an Exploration Obligation Control
Account and an off setting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared in accordance with Article I(b)(1) of this Annex,
iess any reductions agreed to by EGAS 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:

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

(c) Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery Petroleum as well as for the purpose of establishing
when the minimum Exploration obligations have been met, costs,
expenses and expenditures shall be recorded in major accounts

including the following:
- Exploration Expenditures;
- Development Expenditures other than Operating Expenses;
- Operating Expenses.;
Necessary sub-accounts shall be used.

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

TAX IMPLEMENTATION PROVISHONS

it is understood that CONTRAUTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided for in the Agreement,
that any AR.E. Income Taxes paid by EGAS on CONTRACTOR's
behalf constitute additional income to CONTRACTOR, and this additional

income is also subject to A.R.E. income tax, that is "grossed up”.

"CONTRACTOR's annual income”, as determined in Article III{g)(2) of
this Agreement, less the amount equal to CONTRACTOR's grossed-up
Egyptian income tax liability, shall be CONTRACTOR's "Provisional

fncome™.

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

the A RE. Income Taxes.
THEREFORE;

Taxable Income = Provisional Income + Grossed-up Valpe

and

Grossed-up Value = A.R.E. Income Tax on Taxable Income,

It the "A.R.E. Income Tax rate”, which means the effective or composite
tax rate due to the various A .R.E. taxes levied on income or profits,

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

Combining the first and last equations above

Provisional inﬁﬂm X Tax Rate
1 -Tax Kate

Girossed-up Value

where the tax rate is expressed as a decinal.

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

equal to:

$10x04 -3 6.67
1- 04
Therefore:
Provisional income % 10.00
Plus Grossed-up Value 6.67
Taxable Income $ 16,67
Less: ARE. Ini:ﬂm:: Taxes at 40% 6.67

CONTRACTOR's Income after taxes 3 10.00
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ANNEX “F”

MAP OF NATIONAL GAS PIPELINE GRID SYSTEM

MEDITERRANEAN SEA

an
_!i.lll-ll_li.-iil-_-__-_ n!:-‘ _-__-_.-__-_ '
1_- Pid - _-__-_ * m—zr—
Bed-) O GAUPCOm =" %" T AR LR LS L L R RET YT e
(Abu Gharedig) s*
0 GPC
{Abu Sennasn)
WESTERN
PDESERT
[T  GAS PROCESSING FACILITIES sumnens Eﬁmuumﬁwﬁmﬂwm s NATIONAL GAS PIPELINE




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

