¥oOMRAY L ST 9 ) £E saadl - R S0y 4

A " '- A

V44Y Suad V'V 0 ) goild
1 Lalalt B puad Annll aa Bl B a5l g et il
bl g g Jushse 80y
Chiges o g BB 3 ety Jepdl o St 0L
el i
G 5l it

e shiaet BBy s dees 5 5 5 UH Bt udons 5
{ o3l
Josb st 38,80 Jypndd Kbt S penld Rgglt n 3L al 3 Ju 201 500 ot
by s hrg iy sl Bt APty o adl e St L (8 i e
g Rl B 1y 333 48 ol Wi
{ Juld! Sald 1)
tne Ve 2Ry o e bATE S8 A A1 ey il 8 S I Gl Yl Bl 050
A e s sl PR
( S sald 1)
vt fa gt (et o ks Jares ¢ PYNRIIL - S TP £ S BN 1 B ERA
gty o gt R o W ol 0T [l GH L e
R g
w2 YEVA Ll o od] N g pgacd Kl e

o ?'?i%%fam ﬁ!i.at 1Y &é?ﬁi 3



VRAY L Lo () L sandt - K Ja Al A

e

o | i | o i
W hnas'y Jg siad! gl veamald
St 21|yt Gl ) tin
$
JOJl Selal du puad ! i
9
] i gt 91 o 4 o
PENNZOIL BENI SUEE, INC.
s
byt 4 o8 dibia
L & & ﬁ * e
1434 TV P o2l B Bl oda ooy 2
G- F-p-0 b o band bgade Gubby ) by el pan ) e O i s B8 it
o 38ttt s i Rmcrid RN PR U LV P | FE0S PN IR 4 S 5
ot L e M) Joitedd e acde Bl L VR 0A R VY o3, il
Nl Ui sy oo 488 s+ U1 i o ol 45055« (a2l
RPN | N Jﬁ:;*;«l-f P PR N R FIR VL1 TP ORI Yy SLT T



" VARY G ST ¥ i () £ el ~ a1 T R

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
PENNZOIL BENI SUEF, INC.
IN
WEST BENI SUEF AREA
A.R. E.

This Agreement made and entered on this ............. day of ........... , 199,
by and between the ARAB REPUBLIC OF EGYPT (hereinafter
referred to variously as "A.R.E." or as "GOVERNMENT"), The
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended ( heremafter referred to as
" EGPC ") and PENNZOIL BENI SUEF, INC., a company organized
and existing under the laws of the British Virgin Islands (heremnafter
referred to as "PENNZOIL" or "CONTRACTOR") ;
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WITNESSETH

WHEREAS, all minerals including petroleum existing in mines and
quairies in the A.R.E., including the territorial waters, and in the sea bed
subject to its jurisdiction and extending beyond the territorial waters, are
the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession for the
exploration and exploitation of petroleum in and throughout the area
referred to in Article [J, 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, PENNZOIL agrees 1o undertake its obligations provided
hereinafter as CONTRACTOR with respect to the exploration,
development and production of petroleum in West Beni Suef Area; and

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

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter into a concession agreement with EGPC, and
with PENNZOIL. as CONTRACTOR in the said Area.

NOW, THEREFORE, the partics hereto agree as follows:
ARTICLE I
DEFINITIONS

(2) "Exploration” shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the drilling of such shot holes, core holes.
stratigraphic tests, holes for the discovery of Petroleum or the
appraisa! of Petroleum discoveries and other related holes and wells,
and the purchase or acquisition of such supplies, materials, services
and equipment therefore, all as may be contained n the approved
Work Programs and Budgets. The verb "explore" means the act of
conducting exploration.
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(b) "Development" shall include, but not be limited to, . ! the operations
and activities pursuant to approved Work Programs and Budgets
under this Agreement with respect to:

(1) the drilling, plugging, deepening, side tracking, redrilling,
completing, equipping of development wells. the changing of
the status of a well, and

(i) design, engineering, construction, installation, servicing and
maintenance of equipment, fines, systems, facilities, plants, and
related operations to produce and operate said development
wells, taking, saving, treating, handling, storing, transporting,
and delivering petroleum, repressuring, recycling, and other
secondary recovery projects, and

(11t} transportatton, storage and any other work or activities

necessary or ancillary to the activities specified in (i) and (ii).

(c) "Petroleum means liquid crude oil of various densities, asphalt, gas,
casinghead gas and all 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.

(d) "Liquid Crude Qil" or "Crude Qil" or "Qil" means any hydrocarbon
produced from the Area which s in a hquid state at the wellhead or
lease separators or which is exiracted from the gas or casinghead gas
In a plant. Such hquid state shall exist at sixty degrees Fahrenheit
(60° F) and atmospheric pressure of 14.65 PSIA. Such term includes
distsllate and condensate.
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(e) " Gas" means natural gas both associated and non-2 .sociated, and all
of its constituent elements produced from any well in the Area (other
than Liquid Crude Qil) and all non-hydrocarbon substances therein.

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

(f) "' LPG" means liquefied petroleum gas, which 1s a mixture principally
of butane and propane liquefied by pressure and temperature.

(g) A "Barrel" shall consist of forty-two (42) United States gallons, hiquid
measure, corrected to a temperature of sixty degrees Fahrenheit
(60°F) at atmospheric pressure of 14.65 PSIA.

(h) (1) "Commercial 0il 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 EGPC, is found to be capable of
producing at the average rate of not less than two thousand
(2,000) Barrels of Otl per day (BOPD). The date of discovery of
a "Commercial Qil Well” is the date on which such well is tested
and completed according to the above.

(2) "Commercial Gas Well" means the first well cn 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 indusiry produciion
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than fifteen mullion
(15,000,000) standard cubic feet of Gas per day (MMSCFD).
The date of discovery of a "Commercial Gas Well” is the date
an which such well is tested and completed according to the
above .
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(1) "A.R.E." means ARARB REPUBLIC OF EGYPT.

(j) “"Effective Date” means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACTOR, after
the relevant Law is tssued.

(k) {1} "Year” means a2 period of rwelve {12} months according to the
Grregorian Calendar.

(2) "Calendar Year” means a pertod of twelve (12} months according
to the Gregorian Calendar being 1st January to 31st December.

(1) "Financial Year™ means the GOVERNMENT’s financial year
according to the laws and regulations of the A R.E.

(m) 'Tax Year" tneans the period of twelve (12} months according to the
iaws and regulations of the ARE

{n) An "Affiliated Company" means a company:

(i) of which the share capital, conferring a majority of votes at
stockhelders’ meetings of such company, 18 owned directly or
indirectly by a party hereto;

(i1} which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ megtings of a
party hereto; or

{i11) of which the share capital conferming a majority of votes at
stockholders’ meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same
company.
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(0) "Exploration Block" shall mean an area, the corner points of which
have 1o be coincident with six {&) minules by six {6} munuies latitude
and longitude divisions, according to the International Grid System
where possible or with the existing boundarzes of the Area covered
by this Concession Agreement as set out in Annex "A',

(p} "Development Block® shall mean an area, the corner ponts of which
have 10 be coincident with cne {1} minute by one (1) minute latitude
and longitude divisions, according to the Internabional Grid System
where possible or with the existing boundaries of the Area covered
by this Concession Agreement as set out in Anntex "A™,

{q} "Development Lease(s)” shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have 1o be coincident with one {1) minule by
one (1) minute latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundarizs of the Area covered by this Concession Agreement as set
out in Annex "A".

(r) "Agreement” shall mean this Concession Agreement and its Annexes,

(s} "Gas Sales Agreement” shall mean a wrilten agreement between
EGPC and CONTRACTOR (as seller) and EGPC (as buyer), which
contains the terms and ¢onditions for Gas sales from g Development
Iease entered into pursuant to Article VII {e).

(1} "Standard Cubic Foot" (SCF) is the amount of Gas necessary to fill
ona {1} cubic foot of space at atmospheric pressure of 14.65 PSIA at
a base temperature of sixty degrees Fahrenheit (60°F).
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ARTICLE II
ANNEXES TO THE AGREEMENT

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

Agreement, hercinafter referred 0 as the "Area™
Annex "BT is a provisional illustrative map on the scale of

approximately 1:3,500,000 indicating the Area covered and affected by
this Agreement and described in Annex "A".

Annex "C" is the form of a Letter of Guaranty to be submitted by
CONTRACTOR to EGPC one (1) day before the time of signature by the
Minister of Petroleam of this Agresment, for the sum of seven million
{7,000,000) U.S.Dollars guarantecing the execution of CONTRACTOR's
minimum Exploration obligations hereunder for the inttial three (3) year
Exploration period. In case CONTRACTOR extends the initial
Exploration Period for two (2} additional periods of three {3) years and
two (2) years respectively, each in accordance with Article I (b) of the
Agreement, a similar Letter of Guaranty shall be issued and be submirted
by CONTRACTOR on the day the CONTRACTOR exgrcises its option
to extend. The first such Letter of Guaranty shall be for the sum of five
million (5,000,000} U.S. Dollars and the second such Letter of Guaranty
shall be for the sum of five million {5,000 0001 11.5. Dollars less in both
instances any excess expendiwres of the preceding Exploration period
permitted for carry forward in accordance with Article IV (b) third
paragraph of this Agreement. Each of the three Letters of Guaranty shall
remain effective for six (6) months after the end of the Exploration
period for which it has been issued except as it may be released prior to
that time in accordance with the rerms thereof.



VAAY L Ly ST Y- 3 () £4 saall — den Jling b FY

o U L S0, a ollealy 2l 48 ,al el e daeo @ 5y godl!
dsbudl sl G ade o paia
 eled] JUad] ay Gl

i s 3Ll i ! L) G Bk 35zt ML i 3y ol

i 55y S e ) Wy WL s BT e JUL Lt i L e S

boks S o 3 o5 i) ade ki il b3 o L) e sia ke

UM ke iy WS ol (5] Goddl ey oo s LS T i 5

CJplally 22 gl ony Gl

“-L”:;r‘ ij-?’-’-‘."'lj-?{uu_su by 1 E{JH_}HEI}_}tHTJHJHiH&?'miMJ
w3 Y s o s Jgaday 3,5 D3 G aigd aSes « AFWY
( &\ pald! )
bad!g @9hadl Qo
o Legebe Ly Lalsdt Jplally Logl) LU sde | piasic ae oS i
byl Dlagaly Lo paild Wy Wby o nons o by cnamdhl 8 48 4o b! Lkl
p Lo o ez ol calii i e W58 W 5,80 1 AWYlada 4 2
Loy YAOY Lt W 5, 05l M8l e

i 1501 ds b dode o pia b o o Lo o oy b, alhad -
paidl s ol BeaS g ana n (/N 2) G 35 e ey Lot
Sy - dwandd b W3 W deeisl) 5« W ARk e 4y Jricdls
EEPI[ TR ERNCJEND PRIV R UIRRTIV PR T EEPR PO FRCR TN
&l I ey Was W3 Szl O [L,GW



vy VAAY L ST L () Sl — e R 4

Annex "D" is the form of a Charter of the Opetating Company to be
formed as provided for in Article V1.

Annex "E" i$ the Accounting Procedure.

Annex "F" is a current map of the National Gas Pipeline Grid System
gstablished by the GOVERNMENT. The point of delivery for gas shall
be agreed upon by EGPL and CONTRACTOR under a Gas Sales
Agreement, which point of delivery shall be located at the flange
connecting the development lease pipeling 1o the nearest point on the
National Gas pipeline Grid System as depicted in such Annex "FY, or as
otherwise agreed upon between EGPC and CONTRACTOR.

Annexes "A", "BY,"C", "D "EY 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 .

ARTICLE Il
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants and conditions set out in this Agreement, which
insofar as they are contrary 1o, Or inconsistent with any provisions of
Law No. 66 of 1953, as amended, shali have the torce of Law, an
exclusive concession m and to the  Area described i Annexes " A"
and "B .

(a) The GOVERMMENT shall own and be entitled, as hereinafter
provided, to a royally in cash or in kind of ten percent (16%;) of the
total quantity of Petroleum produced and saved from the Area dunng
the development period including renewat. Said royalty shall be
borne and paid by EGPC and shall not be the obligation of
CONTRACTOR, The payment of royalties by EGPC shall not be
deemed to resalt in income attributabie 1o CONTRACTOR.
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{b) An initial Zxploration Period of three (3} years shall start from the Ef-
fective Date. Two {(2) successive exiensions 1o the imtial Bxploration
Period, of three (3) years and of two (2) years respectively, shall be
granted to CONTRACTOR at its option, upon not less than thirty
(30) days prior written notice to EGPC, such notice to be given not
{ater than the end of the then current perind, as may be exiended pur-
suart to the provisions of Article V {(a), and subject only to 118 having
fulfitled its obligations hercunder for that penod. This Agreement
shall be terminated if neither a Commercial hi Discovery nor a
Commercial (Gas Discovery is established by the end of the eighth
{8th) year of the Exploration Period, as may be extended pursuant to
Article V (a). The election by EGPC to undertake a sole risk venture
under paragraph {c) below shall not extend the Exploration Period
nor affect the termination of this Agreement as to CONTRACTOR,

{¢)} Commercial Discovery :

(i} A Commercial Discovery- whether of Qil or Gas- may consist of
one producing reservoir or a group of producing reservoirs
which is worthy of being developed commercially. After discov-
¢ry of a Commercial Oil or Gas Well CONTRACTOR shall, un-
Jess otherwise agreed upon with EGPO, undertake as part of its
Exploration program the appraisal of the discovery by driiling
one or more appraisal wells, 1o detenmine whether such discov-
ery is worthy of being developed commercially, taking into ¢on-
sideration the recoverable reserves, production, pipeline, ang ter-
rminal facilities required, estimated Petroleuwm prices, and all

other relevant technical and economse factors .
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(11) The nrovisions laid down herein postulate the unity and
indi -.sibility of the concepts of Commercial Discovery and
Development Leases. They shall apply uniformly to Gil and
Gas unless otherwise specified.

(it1) CONTRACTOR shall give notice of a Commercial Biscovery to
EGPC immedsately after the discovery 1s constdered by
CONTRACTOR 10 be worthy of commercial development, but
in any event with respect to a2 Commercial Oil Well not later
than thirty (30) days following the completion of the second
appraisal well, or twelve (12) months following the date of the
discovery of the Commercial Oil Well, (unless EGPC agrees that
such period may be extended), whichever 1s later, or with
respect {0 2 Commercial Gas Well not later than twenty-four
(24} months fcllowing the date of the discovery of the
Commercial Gas Well (unless EGPC agrees that such period
may be extended), except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery with
respect to any reservoir or reservons even if the well or wells
thereon are not "Commercial” within the definition of the
"Commercial 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 n the event it wishes to undertake a Gas Recycling
Project, '

A notice of Contmercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of Gas
resen ¢s, the estunated production petential and profile and ficld
life.

Within sixty (60} days following receipt of a notice of a
Commercial Qil or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial
Discovery. The date of a Commercial Discovery shall be the
date EGPC ann CONTRACTOR jomntly agree m writing that a
Commicreial DY scovery exists,
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{iv) I Crude O3 i discovered but is not deemed by CONTRACTOR to
be a Commeycial Ol Disgovery under the above provisions of this
paragraph (¢}, EGPC shall ane (1) month after the expiration of the
period specified above within which CONTRACTOR can give
notice of a Commergial Oil Discovery, or thirteen (13) months dfter
completion of a well not considered to be 2" Conunercial Oil Well®
have the right, following sixty (60} days notice in writing to
CONTRACTOR, at its sole cost, risk and expense, 1o develop,
produce, and dispose of sl Crude Qil from the geological feature on
which the well has been drilled, Said nstice shail state the specific
area covering sawd geological featurs to be developed, the wells to be
drilied, the production facilities 1o be installed and BOGPC's estimated
cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, slect to develop such area as
provided for in the case of Commercial Discovery hereunder, In such
cvent all terms of this Apreament shall continue to apply to the
speciiied ares.

if CONTRAUTOR clects not to develop such areg, e specific garea
covering said geological feature shall be sat aside for sole risk opera-
tions by BGPC, such area (o be mutaally agreed upon by BEGPC and
CONTRACTOR on the basis of good petroleum industry practice,
EGPC shall be entitied to perform, or in the svent Operating Compa-
ny has come into existence, 1o bave Opgrating Company perform
such operations far the account of EGPC and at EGP(C's sole cost,
risk and expense. When EGPC has recovered front the Crude O
produced from such specific area 3 guantty of Crude O equal in
vaiue to three hundred percent {300%) of the cost it has incurred n
carrying out the sole risk operations, CONTRACTOR shail have the
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opticn, only in the event there has been a separate Commercial Qil
Discovery elsewhere within the Area, to share in further develop-
ment and production of that specific area upon paying EGPC one
hundred percent (100%) of such costs incurred by EGPC.

Such one hundred percent (100%) payment shall not be recovered by
CONTRACTOR. Immediately following such payment the specific
area shall either (1) revert to the status of an ordinary Development
Lease under this Agreement and thereafter shall be operated in
accordance with the terms hereof; or (11) altematively, in the event
that at such time EGPC or its Affiliated Company is conducting
Development operations in the area at its sole expense and EGPC
elects to continue operating, the area shall remain set aside and
CONTRACTOR shall enly be entitled to its production sharing
percentages of the Crude Oil as specified in Article VII (b). The sole
risk Crude Oil shall be valued in the manner provided in Article VII
(c). In the event of any termination of this Agreement under the
provisions of Article III(b), this Agreement shall however, continue
to apply to EGPC's operations of any sole risk venwie herecunder,
although such Agreement shall have been terminated with respect to
CONTRACTOR pursuant to the provisions of Article I (b).

(d} Conversion to a Development Lease:

(1) Following a Commercial Oil Discﬂf*ery or a Commercial Gas
Discovery, the extent of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
upon by EGPC and CONTRACTOR and be subject to the
approval of the Minister of Petroleum. Such area shall be
converted automatically into a Development Lease without the
issue of any additicnal legal instrument or permission.
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(i1} Following the conversion of an area to a Development Lease based
on a Commercial Gas Discovery (or upon the discovery of Gas in a
Development Lease granted following a Commercial Ol Diseovery,
FGPC shall endeavour with diligence to find adequate local markets
capablc of absorbing the preduction of Gas and shaill agvise
CONTRACTOR of the potential cutlets for such (as, and the
expected annual schedule of demand. Thereafter, EGPU and
CONTRACTOR shall mee{ with a view to assessing whether the
outlets for such QGas and other relevant faciors warrant the
development and production of the Gas and in case of agrecment the
Gas thus made available shall be disposed of to EGPC under a
iong-terns Gas Sales Agrecment in accordance with and subiect 1o
the conditions set forth in Article VII.

(i) The Developmen! period of each Development Lease shall be as
follows:

{a2) In respect of a Commercial (8 Discovery, twenty (203 years
from the date of such Commercial Discovery plus the Optional
Extension Period {as defined below) provided thal, in the event
that, subsequent ¢ the conversion of a Commercial (i Discov-
ery into a Development Lease, Gas is discovered in the same
Development Lease amd is ased or is capable of bamg wsad lo-
cally or for export hereunder, the period of the Development
{ ease shall be extended only with respect 1o such Gas, LPG ex-
tracted from such Gas and Crude Oi m the formm of condensate
produced with such Gas for twenty (20) years from the date of
first detiveries of Gas locally or for export plus the Uptional Ex-
tension Period {as defined below) provided that, the duration of
such Development Lease based on a Comamercial (Bl Discovery
may not be extended tieyond thirty-five (35) years fvom the date
of such Commercial Q1] Discovery unless otherwise agreed
upon between EGPC and CONTRACTUR and subject to the ap-
proval of the Minister of Petroleam .
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CONTRACTOR shall immediately notity EGPU of any Gas
Discovery but shall not be reguired 1o apply for 3 new
Development Lease in respect of such Gas .

{ bb ) in respect of a Cormercial Gas Discovery, twenty {20) years
from the date of first delivenies of Gus locally or for export
plus the Optional Extension Period {as detined below)
provided that. if subsequeal (o the conversion of o Commercial
Gas Discovery o a Development Lease, Crele O s
discovered in the same Doveinpmiont Lease, CONTRALVUR s
share of such Crude Orl from the Govelopment Leass (exoepi
[.PG extracted {tom Gas or Crude Ol tn e fomn of
condensate produced with Gas! and Gas asseciaied wih such
Crade Oii shail yevert entincly to RGPC upon the lapse oo
twenty (20} years from the date of such Crude Oil Dhiscovery
plus the Opnonal Extension Period (as defined below),

Notwithstandaig anyining (o the confrary undgr ihis
Agreement, the duration oi a Dovelopment Lease based on a
Commercial Gas Dhscovery shall in ne case exceed thirty-five
{35) years from the date of s wch Unmmercia! Discovers,
gniess otberwise sereed wpon botween BGPOC und
CONTRACTOR und subjcet to the approval of the Mniier
ot Petroleum.

CONTRACTOR shall irmmediately acufy BGPC of any {3
Discovery but shinll not be required 0 apply for ¢ new
Development Lease in respect of such Crude Ghi

The "Opuona! ¥Fxieasion Pering” shail orean & peved of fve
(5) years which muy be clected by CONTRACTOR upon s
(6) mouths wrinen gotice w BGPO orior 1o the eapiry of the
refevant twenty 1 20Y vear penod.
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{¢) Devolopment operations shall upon the issuance of § Development
.ease granted following a Commerciui Gil Discovery, be started
promptly by Operating Company and be conducied inn accordance
with good oil field praciices and accepted petrolenm engineering
principles, until the field is considered to be fully developed, i being
undersiood that if associated gas is not utilized, BGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid impairing the production in the interests of the parties.

In the event ne Commercial Production of il in regular shipments is
esizblished in any Development Biock wathin four {4} years from the
date of the Commercial 01l Discovery, such Development Block
shall immediately be relinguished unless there is a Commercial Gas
Piscovery on the Development Lease.

Bach Development Block in 2 Development Lease being partly
within the radius of drainage of any producing well i such
Development Lease  shall be considered as participating n the
Commercial Production referred 10 sbove,

Development operations in respect of Gas and Crude O in the form
of condensate or LPG 1o be produced with or extracied from such
Gas shall, upon the signature of a Gas Sales Agreement or
commnencermnent of 4 scheme to dispose of the Gas, whether for export
as referred 10 in Articke VII or otherwise, be started promptly by
Operating Company and be conducted in accordance with good gas
fiekd practices and accepied petroieum engineenng principies 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 relinguished, unless otherwise agreed upon by EGPC.
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(1)

el

[f upon application by CONTRACTOR it is recognized by EGPC
that Crude OQil or Gas s being dramed from an Exploration Block
under this Agieement nin a Develepment Block on an adjomming
concession area held by CONTRAUTUR, the block bemng dramned
shalt he considered s particinating in the Commercial Production of
rthe Development Block in question and the Block being drained shall
be converterd into a Development Lease with the ensuing allocation of
costs and production (calculated fromn e Effective {ate or the date
such drainage occurs, whichever s later) between e two Concession
Areas. The gliocation of such costs and production under each
Concession Agreement shall be in the same portton that the
recoverable reserves in the drained eeological structure underlying
each Concession Arca bears to the total recoverable reserves of such
structure underiying both Concession Areas. The producton
allocated 1o ¢ Concession Area shall be priced according to the
Concession Agreemeni coverning thit concession arga,

CONTRACTOR shall bear and pay all llic costs and expenses
required o carrying dul o' the opevations under this Ayreement but
such cosiy and expenses shell not incluce any IvterEst on mvesinent
CONTRACTOR shail look galy ts ths Petroleum to which it s
entitled undur this Agreemoni 1o recover such costs and expenses,
Such costs and expensss shall be recoveiable as provided in Article
V1 During the term of this Agresmient and I1s venawel, the total
production achivved in the conduct of such operalions shall be
divided betweenr BEGPC and CONTRACTTOR in accordance with the

nrovisions of Article VIL



VARY G ST P 5 () 8 samll - daen Yla ] €

it Sleiazis oy oS L el Jol Ly o i) S5 AL piaing — Y ()
e R Tl IR VEVPS- S JERJIPS ) [PURY CRpiE R DU Y VP |
C 3 O e I el L L Ml 5G] i
230 paatic L pall Jeall iy o ol AN JG g ndt o udt o080, - Y
s G ol de oy Lada LS LSY
& A ik Ot S ) e Il Ui 3 WLy
oo (o) 5 0T) oo adlt W86 Y 1y DG e Jaas sl 201 S
il 53U
) VI VAR
Jtatl aul i oy ally e S -
o Al Bl e () 5 AR Uiy 2af LS Loyl s a3y — ¥
it dgld (gads alially Ca IS sl pamadd! Jy zdl 20U
cars ol ol .!f
: L )

Yoomo JyUill do Zimzs U4 all B o) i) Lylas Lihes
(2) Galll e duslll 33UY 5 andt ddy bl

s s R Byl SN K L el Wil ot 2N
NS U (SRS -SRI (VS G | S TA R € IS | P
k) e JU slazeYY 5y 0 dadd g N OV O ally
IS ey (V) (1) Zm Lt 53 e 55001 3 Saasd
S LAY sda eands ridand) 5 Al ailazit Wl il g,
ooy miosd) ! e Kol 53U a (1) 3,000 pas LSy Y
g pall o il iy 550 ST sy i) A6 5,50



£) VAAY G ST P () £ 3l = D Il By b

s smbrs irkd

(g} 1. Unless otherwise provided, CONTRACTOR shail be subject 10
Egyptian income tax laws and shall comply with the requirements
of such laws with respect 10 the filing of returns, the assessment
of tax, and keeping and showing of books and records.

2, CONTRACTOR's annual income for Egyptian mcome tax
purposes under this Agreement shall be an amount calonlated as
foliows:

The totat of the sums received by CONTRACTOR from the sale
or other disposition of all Petroleum acquired by COUNTRACTOR
pursuant 1o Asticle VI{ {a) and Article VII {b),

reduced by :
i, The costs and expenses of CONTRACTOR;

it. The value, as determmed according to Article VIE (¢}, of
BEGPC's share of the Excess Cost Recovery Petroleum repaid
1o BEGPC in cash or in kind, if any,

Plus:

An amouni equal 1o CONTRACTOR's Egyptian income faxes
grossed up in the manner shown in Annex " E" Article V1.

Far purposes of above tax deductions in any Tax Year, Article
VII (2) shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the percent-
age fimitation referred 10 in the first paragraph of Anlicie Vil {a)
{1}. Al costs and expenses of CONTRACTOR in conducting the
operations under this Agresment which are not controlied by Arti-
cle VI {a) as above qualified shall be deductibile in accordance
with the provisions of the Egyptian Income Tax Law.
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3. EGPC shall assume, pay and discharge, 1n the name and on behalf of
CONTRACTOR, CONTRACTOR's Lgvptian income tax out of
EGPC's share of the Petroleum produced and saved and not used n
operations under Article VII. All taxes paid by EGPC in the name
and on behalf of CONTRACTOR shall be considered income 10
CONTRACTOR.

4. EGPC shall furnish to CONTRACTOR 1the proper official receipts
gvidencing the payment of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (90} days following the receipt by
EGPC of CONTRACTOR's rax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tux Authonities and
shall state the amount and ather particulars ¢customarv for such

receipts.

5. As used herein. Egvptian Income Tax shai! be inclustve of zll income
taxes pavable in the AR E. (inclugmg tax on tax) such as the tax on
income from novable capiti] and the tax on profits from commerce
and ndustry, and inclusive of taxes based on income or profiis
mcluding all dividends. withho!ding with respect to shareholders and
other taxes imposed by the GOVERNMENT on the distribution ot
income or profits by CONTRACTOR.

6. In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct all rovaliies paid by EGPC to the GOVERNMENT and
CONTRACTOR's Egyptian income taxes paid by EGPC on
CONTRACTOR's behalf.
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ARTICILE IV
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six {6) months after the Effective Date with a
commitment of acquiring seismic program. Not later than the end of
the twenty-four (24) months after the Efiective Date,
CONTRACTOR shall start Exploratory dritling in the Area during
the initial Exploration period with a commitment of dritling three (3)
wells. EGPC shall make available for CONTRACTOR's use all
seismic, wells and other Exploration data in EGPC's possession with
respect to the Area as EGPC is entitled to do so.

(b) The initial Exploration period shall be three (3) years.
CONTRACTOR may extend this Exploration Period for two (2)
successive extensions of three (3) vears and of two (2) years
respectively in accordance with Article I11(b}, each of which upon at
least thirty (30) days prior wntten notice to EGPC subject to its
expenditure of its minimum Exploration obligations and of its
fulfillment of the drilling obligations hereunder, for the then current
period.

CONTRACTOR shall spend a minimum of seven million
(7,000,000) U.S. Dollars on Exploration operations and activities
related thereto during the initial three (3) year Exploration period;
provided that CONTRACTOR shall drill three (3) wells and acquire
seismic program. For the first three (3) year extension period that
CONTRACTOR celects to extend beyond the mitiai Exploration
pertod, CONTRACTOR shall spend a minimum of five million
(5,000,000 U.S.Dollars and for the second two (2) year extension
period that CONTRACTOR elects to extend beyond the three (3)
years first extension period, CONTRACTOR shall also spend
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a minimuane of tive intliion (5,000.000) U.S. Dotlars, e the first
and second extension periods that CONTRAUTOL, cieers 1y eviend
beyond the initinl Exploration period, CONTRACTCR Jhall drill
two (2) wells in the first extensin and two (2) wells in tive szeond
EXLENSION. |

Should CONTRACTOR spend more than the suavnnm amount
required to be expended or drill more wells than the mimimum
required to be driiled during the initial three (3) yzor Expleration
peried, or during any period thereafter, the excess may oe subtracted
from the minimum amount of money required to be experived by
CONTRACTOR or minimum number of wzlls required to be dritled
during any succeeding Exploraticn Penod, or Penods, s the case
may be.

In case CONTRACTOR suirenders 1ts Exploration tights under this
Agreement as set forth above before or at the end of the thud (3rd)
year of the initial Exploration period, having expended icss than the
total sum of seven million (7,000,000) U.5. Doellars on Lxploration,
or in the event ai the end of ihe three (3) years, CONTRACTOR haxs
expended less than said sum in the Area, an amount egual to the
ditference between the said seven miliion 17.000.000) U.5. Dollars
and the amount actually spent on Exploration shall be paid by
CONTRACTOR to EGPC at the time of surrendeimg or within three
(3) months from the end of the third (3rd) year of the immnal
Exploration period, as the cuse may be. Any expenditure defiviency
by CONTRACTOR &t the end of any additional period for the
reasons abovenated <shall similarly result mm a2 payment by
CONTRACTOR 1o EGPC of such deficiency. Provided this
Agreement is still in force as to CONTRACTOR, CONTRACTOR
shall pe entitled to recover any such payments as Explcration
expenditur: 1 the manner provided for under Articie VII in the
event of Commercial Production.



VAAY L ST 5 () £8 sl - T JlEa 4

£A

S DL G e UG Sl (o) I SUL DSV e pa
(A) Ll il Bl 5 5L )\ F GSLaesl sy e 4l oy
iilacll e A oo W b (1) Rl 5alal) WS, e 20 Lees
gkl e Ll 22! s Y ¢ o, 3 8 AW sda o s

Cgas! a3 Jyll 5,80 b Sl

ol J e enl (0) b i i JS Gl o5« J5Ull L, 8 ()

gebn slaely o Jylatly iy ow Lede GLBYI oz ) (o Y1 el
o Oldes loged Ong Akl 3 Gl JUeN L s iilans Jos
ca el It e L L Jy ] - aay | 2

RE{F:p | PR FY SHCPAH PP CW R PER TR L JES- D S oy o
wnlll sis 5,8y . Gt Jlasl il ! & il astsdl, Jaall als
(V) iz g e a, il Cocdlind b L Lo gl o
iy o Syl i () DM ikl ginnd s () I e Lt
23+ et opd)) e LVl Gy e L) Condl Rk s, 2 )
& il &y i) Sl Jaadt gl oy Lz uY) o i 2k
Rt D as amdd) e e Yl iy« Ll Ll ol 1 1 pais
bl Wl 2 edbaasdt alls e ol Tyl oy o & Las N1 o)
Cored b (ol T L sl ol s Jaedl el gl piin s ulie
- laaalese™

Caleze ¥ i ) Ll e Gaal) e

itk ls Jandl ol 30002 3) gy Jiny sl i ol Jplaald S ¥ -
&y izl 8 zad] b Bdemal | AT i ol Y oo S 2 )]

R RN 1P IVIRY



£4 VARY Do ST P 3 () £L0an] - dean M B

st

C ol

Without prejudice to Article [ (b), in case no Comimnercial Oil
Discovery is established or no notice of Commercial Gas Discovery
is given by the end of the eighth (8th) ycur, as may be extended
pursuant 1o Article V{(a}, or in case CONTRACTOR surrenders the
Area under this Agreement prior 10 such time, EGPC shail not boar
any of the aforesaid expenses spent by CONTRACTOR,

{c3 At least four {4) monmths prior to the beginning of each Financial Year
or at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budge! for the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out doring the
ensuing Year.

The Explotation Work Program and Budget shall te reviewed by g
joint committes to be established by EGPC and CONTRAUTOR
after the Effective Date of this Agreement. This Commillee,
hereinafter referred to as the "Exploration Advisory Committee”,
shall consist of six {(6) members, three {3) of whom shall be
appointed by BGPC and three (3) by CONTRACTOR. The
Chairman of the BExploration Advisory Committee shall be
designated by BGPC from among the members appointed by it The
Exploration Advisory Committee shall review and give such advice
as it deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Commitiee, CONTRACTOR shall make such rovisions &s
CONTRACTOR deems appropriate and submit the Exploration
Wark Program and Budget 1o EGPC for iis approval .

Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially revise or modity saud
Work Program and Budget nov reduce the approved hudgeted
expenditure without the approval of EGPC,
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(i1} In the event of emergencies involving danger or loss of lives
or property, CONTRACTOR may expend such additional
unbudgeted amounts 8s may be s mspeired to alleviale such
danger. Such expenditure shall be considerad in 2} respects
as BExploration expenditure and shall be recovered pursuant {o
the provisions of Article Vil

(d} CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, persennel adminisiration and
operations pursuant 1o the Explorstion Work Program and
Budger and EGPC shall not be responsible to bear or repay any
of the aforesaid costs.,

(¢) CONTRACTOR shal!l be resporisible or the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with good
industry pracrices.

Except as is appropriate for the processing of data, specialized
laboraiory engineering and development stadies thereon, 10 be
made in specialized centers outside the AR E., all geclogical
and geophysical studics as well as any other swdies related 10
the performance of this Agrecment, shall bo made i the ARE,

CONTRACTOR shall entrust the management of Expleranon
operations in the A. R. E. to iis technically competent General
Manager and Deputy General Manager. The names of such
Manager and Deputy General Manager shall. upon appointment,
be forthwith notified to the GOVERNMENT and w0 EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be enirusted by CONTRACTOR with sufficient
powers to carry out immediately all lawrsl written directions
given to them by the GOVERNMENT or its representative
ander the terms of this Agreement, All lawtul regulations issued
ot hereafter 1o be issued which are appitcable hersunder and not
in conflict with this Agreement shall apply to CONTRACTOR.
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() CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of cach calendar quarter, with a Statement of Exploration
Activity relating 1o Exploration which has been conducted n any
portion of the Area not converted into a Development Lease showing
costs incurred by CONTRACTOR dunng such quarter
CONTRACTOR’s records and necessary supporting documents
shall be avaitable for mspection by EGPC at any time during reguiar
working hours for three {3} months from the date of receiving ¢ach
Satement,

Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR n writing #f 1t
considers:

{1} that the record of costs is nof correct;

(2} that the costs of goods ar services supplied are not i line with
the international market prices for goods or services of similar
guality supplied on similar terms prevailing at the time such
goods or services were supphied, provided however, that
purchases made and services performed withun the A. R, E. shall
be subject 1o Article XX VI,

{3) that the condition of the matertals furnished by CONTRACTOK
does not tally with their prices; or
{4} that the cosls imcurred are not reasonably required for operations,

CONTRACTOR shall confer with EGPC in connectipn with the problem
thus presented, and the parties shail atternpt to reach g settlement which
s mutually saustactiory.

Any reimbursement due 1o EGPC out of the Cost Recovery Petroleum as
a result of reaching agreement or of an arbitral award shall be promptly
made in cash 10 BEGPC, plus simple interest at LIBOR plus two and
ong-half percent (2.5%) per annum from the date on which the disputed
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amount(s) would have been paid to EGPC according to Article VI (a)
(2y and Annex "EY (e the date of rendition of he relevant Cost
Recovery Statement) o the date of payment, The LIBOR rate applicable
shall be the average of the figure or figures published by the Financial
Times representing the qud-point of the rates (brd and ask} upplicable to
one wonth U, 8. Dollar deposits in the London Interbank Eurocutrancy
Market on each fifteenth {15th) dav of cach month cccurring between the
date on which the disputed amount (s) would have been paid 1o EGPU
and the date on which it 1s senled.

If the TIBOR rate is available on any fifteenth (15th) day but is not
published in the Financial Tunes in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A. to other
jeading banks in the London Interbank Eurocurrency Market for one
raomnth U, 8. Doliar deposits.

i such fifteenth {15th) day is not a day on which LIBOR rates are quoted
in the London Interbank Furocurrency Market, the LIBOR e o be
used shall be that guoted on the next following day o1 which such rates
are quoted,

If within the time Hmit of the three {3} month period provided for in this
naragraph, EGPC has not advised CONTRACTOR of sts objection 1o any
Statement. such Statement shall be considered as approved.

(g} CONTRACTOR shall supply sl funds necessany for i3 operations in
the A. R. E, under this Agreememnt in freely coovertible cunrency
from abread. CONTRACTOR shall have the rign to freely parchase
Egyptian currency in the amounis necessary for i1s operations i the
A RE. from any bank or entity authorized by the GOVERNMENT
ta conduct foreign cutvency exchanges,
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(h} EGPC ;s authorized to advance to CONTRACTOR the Egyptian
carr.ncy required for the cperations under this Agreement
against receiving from CONTRACTOR an equivalent amount of
L1.5. Dollars at the official ALRE. rate of exchange. such
amounts in U.S, Dollars shall be deposited in an EGPC account
abroad with a correspondent bank of the National Bank of
Egypt, Cairo, Withdrawals from said account shall be used for
financing EGPC's and its Affiliated Companies’ foreign
currency requirements subject to the approval of the Mimstay of

Petroteum.
ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
{a} MANDATORY

At the end of the third (3rd) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty-five percent (25%;) of the original Area not then converted 1©
a Development Lease or Leases. Such relinquishment shall be in
units of whole Exploration Blocks or parts of Exploration Blocks not
converted to Development Leases 5o as to enable the relinquishment
requirements to be precisely fulfilled.

Al the end of the sixth (6th) vear after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
addirional twenty-five percent (23%;) of the original Area not then
converted to a Development Lease or Leases. Such relinquishment
shall be in units of whole Exploration Blocks or par:s of Explaration
Blocks not converted 1o Development Leases 50 as to enable the
relinquishment requirements t© be precisely fulfilied.

Without prejudice to Articles 11l and XXI and the last three
paragraphs of this Article V (a), at the end of the eyghth (8th) year or
the Exploration period, CONTRACTOR shall rehnquish the
remainder of the Area not then converted 10 a Deveiopment Lease or
Leoases,
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It is under ood that at the time of any relinquishiment the areas to be
converteu 1nto Development Leases and which are submitted 1o the
Miraster ~f Petroleum for his approval, according to Artcie TH (d)
shall, subject to such approval, be deemed converted to Development
eases.

CONTRACTOR shall not be required to relinquish any Exploration
Block or Biocks on which a Commercizal O or Gas Well s
discovered befeore the period of ume referred to in Article HI (<)
given o CONTRACTOR to determine whether such Well s 2
Commercial Discovery worthy of Development. ar to relinguish an
Expioration Block in respect of which a notcee of CUommercial Gas
Discovery nas been given 10 EGPC subject to LGPC's right to agree
on the existence of a Commercial Discovery pursuant to Article
I{c}, and wathout prejudice 1o the requurements of Article I ().

I the evem at the end of the imtial Exploration Period or either of
the two successive extensions of the mnitial Exploraiion Period, a
weil 1s actually driiling or testing CONTRACTOR shall be aliowed
4D 16 51X (61 month- to enable 1t to discover u Conenercial Gil or Gas
Well or to estabissh 2 Commercial Discovery, @, the case may be.
However. any such extension of ap o six (6) ivonths shall reduce the
fength of the next succeeding Exploration Period, a< applicable, by

ihat arsioutt.

(M VOLUNTARY

CONTRACTOR may, voluntaridy, during any period rewinguish all
or any par: of the Areva in whole Exploration Blocks or parts of
Exploration Blocks provided that at the unte of such voluniary
relinguishment its Exploration chilgators mader Article IV £b) have
becn woni<fied Dorsuch penod.



VAAY L ST G (a) £ aaa)l = e Jl a2 Y

oyt 55l Aol ol i peaiv &IV da et Ol
Coel (1) el sl b ake

o &t GG G lan &) o Mol 5580 gsknsd! CHLEZSYI s,
Coudl s 2 Jal Ll aie way gl Aol < Lazal o3, Jolally sy
chd e o il

[ Gusidliad | DAL )
5 jod | walleatin A | i nemiahpd |

R R R VLTI PP B SR P (P2 B PRSER P
bl Wgude 3ays) (0] Gaddly () dnladi Bolall Wil Soldaally L LN
e Jolak 1y Rl O ST s (@ ldanadly LS A8 ,000 5 L,
N JOV L g3 PSR VIV P S VRO RN B P PO g P
pe e T Tuled) ml Gl pan el g s A5 0,50
sin o s g Sl WLy Sttt s L o a2l apadd S
SUJe al ey . o LU il W3S al e wde o 230y
et s LY ads ol 2N L J ikl Ol At 15, )0
o) o LU e Y U1y Gl il S Sl ks
13;"*_,-‘:“{1-”_1—""&‘ el by Loy
E.L!:.EJF DS Ay Gdelall a5 5U8 el YAYA L £A G5, o S -
el
DS i sl DUS,5 5 Jlol YAAN il Vol 5, o il -
BTN JCI (PCHERUAT JECK | P T WP |



. VAAY i gaST P () £ asall - e Y S0y 4

Any relinquishments hergunder shall be crediied toward the
mandatory provision of Article V{a) above .

Foliowing Commercial Discovery, BGPC and CONTRACTOR shall
mstually agree upon any area to be relinguished thereafter, except
for the relinguishment provided for above at the ¢nd of the total
Exploration period.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall form in

the A. R. E. an operating company pursuani o Article Vi (p} and
Arnnex DY (hereinafter referred 1o as "Operating Company ™'} which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shail be subject to the approvatl of
the Minister of Petroleum. Said company shall be a privale sector
comnpany. Operating Company shall be subject to the laws and
regulations in force in the A.R.E. to the extent that such laws and
regulations are not inconsistent with the provisions of this
Agreement or the Charter of Operating Company.

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

Law No. 48 of 1978 on the employee regulations of public sector
comparies;

Law No. 139 of 1981, promulgating the law on joint stock
companies, partnership himited by shares and humited habiity
COmMpanics;
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Law No. 97 of 1983, promulpating the faw concerning public sector
orgamzations and comparnies,

Law No., 203 of 1981 promulgaung the Iav on public busmess sector
cotmnpanies; and

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

(b} The Charter of Operating Conpany s hereto attached as Annex "D,
Within thirty (30) days after the date of Commercial O Discovery
or within thirty {34} days after the siznamre of a Ges Sales
Agreement or commencenent of a scheme to disnose of Gas {(uniess
otherwise agreed upon by EGPC and CONTRACTOR), the Churter
shail take effect and Operating Company shall aotomancally come
into exivtence without any further procedures. The txplotabion
Advisory Commuitiee shall be dissotved upon the relinguishment of
the Area not converted into a Development Lease.

(¢) Ninety (9 days after the date Qperating Company comes into
eeistence m accordance with paragraph (b} above, i shall prepare a
Work Program aud Budge! for further Exploration and Dovelopment
i any Portion of the Area converted inte & Developmaent Lease tor
the rewmainder of the year in which the Commercial Discovery 14
made; and not later than four (41 months befem ine end of the
curtent Fimancial Your (or such other dale o3 nuy D8 JErees 4pon by
EOGPC and TONTRAUTOR) and four {43 months precedimy the
cammencement of each succeeding Financial Year thereatier (or
such other date as mey be agreed upon by EGPC and
CONTRACTGR) Opcrating Corapany shall prepare an annnal
Production Schedule, Work Program anc Budgar for turther
Exploretion and Development in any porticn of the Ares couverind
into » Development Lesse for thie succeeding Financial Year, The
Production Schedule, Work Program and Budget shall be submnitied
o the Board of Directors for approval, Tne Work Program and
Budget for further Exploration in uny portion of he Area nol
converted into a Development Lease shall be implemented, reviewed
and approved in accordancs with Article IV(c)
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{d} Mot later than the twepntieth (20Mh) day of each month, Operating

Company shall fumish o CONTRACTOR a written estimate of ity
total cash requirements for expenditure for the fHirst half and the
second hali of the succeeding month expressed in U.S. Dollars
having regard 1o the approved budget. Such estimate shall take into
consideration any cash expected to be ont hand at montb end.

Payment for the appropriale poriod of such month shall be made to
the correspondent bank designated in paragraph {e) telow on the
fiest {1s1) day and fifteemth {33th) day respectively, or the next
fottowing business day, if such day is pot a business day,

{e) Operating Company is authorized 1o keep at Hs own disposal abroad

()

in an account opened with a cormrespondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for ransterring
to a Tocal bank in the A.R.E. the required amount {0 nmieet the
expenditures in Egyplian Pounds for Operating Company i
connection with s activities under this Agrecment,

Within sixty (60} days after the end of cach Financial Yesr,
Qperating Company shall submit to the appropriate exchange control
authorities in the A.R.E. a statement, duly centified by a recognized
firm of auditors, showing the funds credited to thal account, the
disbursements made oul of that account and the balance outstanding
at the end of the year,

I and for as long during the period of production operations there
exisis an excess capacity in facilities which cannot during the period
of such excess be used by the Operating Company., EGPC and
CONTRACTOR will consult together to find 2 mutually agreed
formula whereby EGPC may use the excess capacily if 1f so desires
without any unreasonable financial or unreasonable operational
disadvantage 1o the CONTRACTOR.
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ARTICLE VII
RECQVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
{a} 1. COST RECOVERY PETROLEUM

Subicet to the auditing provisions under this Concession Agreement,
CONTRACTOR shall recover guarterly all cosrs, expenses and
expenditures o respect of all the Exploration, Developnent and related
operations wnder this Agreement to the eatent and out of iturty-five
percent {(33%) of all Petroleom produced and saved from all
Development Leases within the Area hersunder and nat used in
Petroleurn operations. Such Petrcleum s heremafter referred 10 as "Cost
Recovery Petroleam™.

For the purpose of determining the classification of all costs,
expenses and expenditores for their recovery, the following temms shall

apply :
1. "Exploration Expenditures'' shall mean all costs and expenses for

Exploration and the related portion of indireet expenses and
crverheads,

1. "Development Expenditures” shall mean all costs and expenses
for Development (with the exception of Operating Expenses)
and the related portion of indirect expenses and overheads.

3. “Operating Expenses” shall mean all costs, expenses and
expenditures made after initial commuercial production, which
costs, expenses and expenditures are not normally depreciable,
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However, Operating Expenses shall melude workover, repair
and maintenance of assets but shall not include any of the following:
sidetracking, redrilling and changing of the stalus of a wel,
replacement of assets or pari of an asset, additions, inprovements,
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 accumuiated prior to
the commencement of imtial commercial production, which for
the purposes of this Agreement shall mean the date on which the
first regular shipment of Crade Ol or the first deliveries of (xas
are made, shall be recoverable at the rate of twenty five percent
{25%) per annum starting either in the Tax Year in which sweh
gxpenditures are incurred and paid or the Tax Year in which
initial commercial production commences, whichever is the later
date,

{11} Development Expenditures, including those accumulated prior to
the commencement of initial commercial production which for
the purposes of this Agreement shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas
are made, shall be recovergble at the rate of twenty tive percent
(25%) per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year m which
initial commercial production commences, whichever {5 the later
date.
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(iii} Operating Expenses, incurred and paid after the date of initial
commercial productinon, which for the purposes of this Agree-
ment shall mean the date on which the first regular shipment of
Crude O1l or the first deliveries of Gas are made, shall be recov-
erable etther in the Tax Year in which such costs and expenses
are incurred and paid or the Tax Year in which inttial commer-

cial production occurs, whichever is the later date.

(1v) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (i) and (ili) above, exceed the
value of ail Cost Recovery Peuoleum for such Tax Year, the
excess shall be carred forward for recovery in the next
succeeding Tax Year or Years until fully recovered, but m 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 cach quarter). However, any recoverable cests and
expenses not recovered in one quarter as thus allocated, shall be

carried forward for recovery in the next quarter.

2. Except as provided in Article VII (a) 3 and Arucle VII (e) 1,
CONTRACTOR shall each quarter be entitled to take and own all
Cost Recovery Petroleum, which shall be taken and disposed of in
the manner determined pursuant to Article VII (e). To the extent

that the value of all Cost Recovery Petroleum (as determmined 1n
Article VII (¢}) exceeds the actual recoverable costs and
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expenditures, including any carry forward under Articte VII (2} |
{iv) 10 be recavered in that quarter, then the valug of such Excess
Cost Recovery Petroleur, shall be divided between EGPC and
CONTRACTOR in accordance with the percentages specified in
Article VII (b} 1 and EGP(C's share shall be paid by
CONTRACTOR o BEGPC cither {1) in cash in the manngr sef
forth in Article IV of the Accounting Procedure conlained i
Annex "EY or (31} in kind in agcordance with Arnticie Vi {a) 3.

3. Ninety (90) days prior to the commencement of each Calendar Year
EGPC shall be entitled to elect by notice in wntng to
CONTRACTOR to require payment of up 1o one hundred percent
{100%) of EGP(C's share of Excess Cost Recovery Petroleum in
kind. Such payment will be in Crude Oil from the Area F.O.B.
export terminal or other agreed delivery paint provided that the
amount of Crade O taken by EGPC in kind 1n a quarier shail not
exceed the value of Cost Recovery Crude Ol actually taken and
separately disposed of by CONTRACTOR from the Area duting
the previous quarter, If EGPC’s entitlement 1o receive payment of
its share of the Fxcess Cost Recovery Petroleum i kind 18
limited by the foregoing provision, the balance of such eatitiement

shall be paid in cash.
{b) PRODUCTION SHARING

i, The remaining sixty-five percent (63%) of the Petroleum, shall be
divided beiween EGPC and CONTRACTOR according to the
following shares. Such shares shall be taken and disposed of

pursuant to Article VI {g):
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(1) Crude Oil

Crude Otl produced and saved
under this Agreement and not
used in Pemroleum operanuons.
Barrels per dav (BOFD})

(quarterly average):

That portion or increment up
to 5000 BOPD

That portion or increment
excess of 3.000 BOPD
and up to {0,000 BOPD

Thut portion or mcrement i
excess of 0.0 BOPD
and up 1o 15000 BOPD

That porizon or increment in
excess of 153,000 BOPD
and up to 25.000 BOPD

That portion of increment in
cxcess of 23,000 BOPD
and up to 50000 BOPD

‘That portion or increment in
excesy of 30,000 BOPD
ardl up to 75.0(X) BOPD

EGPC
SHARE

809
cighty percent

831%

eighty-one percent

82 %

cighty-two percent

83%
eightv-three percent

840

eighty-four percent

85
eighty-five percent

CONTRACTOR
SHARE

205

twenty percent

19%

nineteen percent

18%

ciphteen percent

17 %

seventeen percent

16%

sixtecn percent

15%

fificen percent
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That portion OF inerement in
excess of 75.000 BOPD
and ap 10 100,000 BOPD

Fhat portion in excess of
§ (60).000 BOPD

(it} Gas and LPG

Gias and LPG produced and saved under this Agreement and not used

B4 4%
eighty-yix percent fourteen percetit

88% $2 5%
eighty-eight percent fwelve percent

in Pewroleum operations by MMSCFD {guanterly average),

BGPC share: cighty percent {80%)
CONTRACTOR share : twenty percent {20%)

2. After the end of each contractual year during the term of any Gas

Sales Apreement entered into pursuant to Article VII {¢), EGPC
and CONTRACTOR ({as sellers) shall render to EGPC {as
buyer) a statement for an amount of Gas, if any, equal 1o the
amount by which the quantity of Gas of which EGPC (as buyer)
has taken delivery falls below seventy-five percent {73%} of the
contraci quantities of Gas as established by the applicable Gas
Sales Agreement {the "Shortiall"}, provided the Gas is avaifable.
Within sixty (60) days of receipt of the stalement, EGPC (as
buyer} shall pay EGPC and CONTRACTOR {(as seliers) for the
amount of the shortfall, if any. The Shortfalt shail be included n
EGPC's and CONTRACTOR s entitlements to Gas pursuant to
Anticle VI () and Article VI1 {b) in the fourth {4th) quarter of
such contractual year.
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Quantities of Gas not taken but to be paid for .hail be recorded
in a separate " Take-or-Pay account”. Quantities f Gas ("Make
Up Gas") which are delivered in subsequent years in excess of
seventy-five percent (73%) of the contract quanuues of Gas as
established by the applicable Gas Sales Agreemnent, shall be set
agdinst and reduce quantities of Gas in the "Take-or-Pay
account"” to the extent thereof and, to that extent, no payment
shall be due in respect of such Gas. Such Make Up Gas shall not
be included in CONTRACTOR’s entitlements to Gas pursuant
to Article VII {(a) and Article VII (b). CONTRACTOR shall
have no rights to such Make Up Gas.

The percentages set forth tn Article VII (a) heremabove and this
Article VII (b) in respect of LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR shall apply to all LPG available for delivery.

(c) VALUATION OF PETROLEUM
1. Crude Qil

(i} The Cost Recovery Crude Oil to which CONTRACTOR 1s
entitied hereunder shall be valued by EGPC and
CONTRACTOR at "Market Price" for each calendar quarter.

(i) "Market Price” shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be
used in arriving at the weighted average () shall be sales of
comparable quantities on comparable credit terms in freely
convertible currency from F. O. B. point of export sales to
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non-affiliated comparnies at arm’s length under all Crude Oil
sales contracts then in effect, but excluding Crude (Nl sales
contracts involving barter and:

{1} Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR (o any Alliliated
Company.

(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 economic
incentives for commercial arm’s length crude oil sales,

(ii1) It is understood that in the case of C.LF. sales, appropriate
deductions shall be made for transport and wnsurance charges
calculate the F.O,B. point of export price; and abways taking into
account the appropriate adjustment for quabty of Crude Ol
freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be determined
separately for each Crude Oil or Crude Ott mix, and for each
port of loading.

{iv) If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude O3l saies contracts
effect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrel of Crude il 1o be used for such
quarter, and shall be guided by all relevant and available
evidence including current prices in freely convertible currency
of leading crude ails produced by major oil producing countries
(in the Arabian Gulffat the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts but excluding paper sales and sules promises where no
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crude oil 1s delivered, to the extent that such sales are effected
under such terms and conditions (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 Oil quality, freight
advantages or disadvantages of port of loading and other
appropriate adjustments, as the case may be, for differences in
gravity, sulphur, and other factors generally recognized by
sellers and purchasers, as reflected in crude prices,
transportation ninety (90) days insurance premiums, unusual
fees borme by the seller, and for credit torms 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 Qil shall reflect the prevailing market price for such
Crude Oil.

(v) If either EGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph (11} above does not
reflect the prevailing market price or 1n the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude Oil
produced under this Agreement for any quarter within fifteen
(15) days after the end therecof, any party may elect at any time
thereafter to submit to a single arbitrator the question, what
single price per barrel, in the arbitrator's judgment, best
represents for the pertinent gquarter the Market Price for the
Crude Oi}! in question. The arbitrator shall make his
determination as socn as possible tollowing the quarter in
guestion. His determination shall be finzl and binding upon ail
the parties. The arbitrator shall be selected in the manner
described below.
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In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30} days from the date any party notifies
the other that # has decided to submit the determination of the
Market Price 10 an arbitrator, such arbitrator shall be chosen by
the appointing authority designated in accordance with Article
XXIV {¢), or such other appointing authority with access to such
expertise as may be agresd 1o between EGPC and
CONTRACTOR, with regard to the qualifications for arbitrators
set forth below, upon written application of one or both of
EGPC and CONTRACTOR. Copies of such application by one
of themn shall be promptly sent o the other.

The arbrrator shall be as nearly as posstble 2 person with an
established reputation n the intemational petroleum industey as
an expert wm pricing and marketing crude o1l in international
COmmerce.

The arbitrator shall not be a citizen of a country which does not
have diplomatic relations with the A.R.E., the United States of
Armerica, and the British Virgin Islands. He may not be, at the
time of sefection, employed by, or an arbitrator or consultant on
a continuing or frequent basis to, the American Petroleum
Institute, the Organization of the Petroleum Exporting Countries
or the Organization of Arab Petroleum Exporting Countries, or 2
consuitant on a continuing basis to EGPL, CONTRACTOR or
an Affilated Company of either, but past occasional
consultation with such companies, with other Petroleum
companics, with governmental agencies or organtzations shail
not be a ground for disqualification. He may not have been, at
any time during the two (2) years before selection, an employee
of any petroleum company or of any government agency or
organzation,
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Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior to
the decision called for, another person shall be chosen in the
sam¢ manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
available to him. He will review oil sales contracts as well as
other sales data and information but shall be free 10 evaluate the
extent t¢ which any coniracts, data or information is
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furnish him written materials provided the
arbitrator may 1mpose reasonable limitations on this right.
EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data and
information which EGPC and CONTRACTOR or their trading
companies are able to make available and which in the
judgement of the arbitrator might aid the arbitrator tn making a
valid determination.

(v1) Pending Market Price agreement by EGPC 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 either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
promptly be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one-half percent (2.5%) per
annum rate provided for in Article IV (f) from the date on which
the disputed amount (s) should have been paid to the date of
payment.
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2. Gasand LP»

(1) The Cost Recovery and Production Shares of {3as subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and BGPC {as buyer) entered mio pursuant 1o Article

VII {e) shall be valued, delivered to and purchased by EGPC ata
price determined monthly according to the following forrmula :

F
POr = DES X palee i A & {
42.96 X 10°
Where:
PG « the value of the Gas mn U.S. Dollars per thousand standard cubic
feet (MSCF).

F ~ a value in U.S. Dollars per metric ton of the crude of Gulf of Suez
blend priced "FOB Ras Shukheir” calculated by referring to "Platt’s
Onigram Price Report "during a month under the heading "Spot
Crude Price Assessment for Suez Blend”. This value reflects the
total averages of the published high and low values for a Barrel
during such month divided by the number of days = such month for
which such values were quoted. The value per metric ton shall be
calculated on the basis of a conversion factor to be agreed upon
annually between EGPC and CONTRACTQOR.

H = the number of British Thermal Units (BTU's} per thousand standarg
cubic feet (MSCF) of the Gas based on gross calorific value,

In the event that the value of F cannot be determined because Platt’s
QOilgram Price Report 8 not published at ali during a month, EGPC
and CONTRACTOR shall meet and agree the value of F by
reference to other published sources. In the event that there are no
such published sources or if the value of F cannot be determined
pursuant to the foregoing for any other reason, EGPC and
CONTRACTOR shall meet and agiee to a value of F.
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Such eva iation of Gas under a formula providing for a fifteen
percent (15%) discount 1s based upon delivery at the delivery point
spacified in Article VI (¢} {2} (i} hereinafier, and s 1o enable
EGPC to finance and maintain the portions of the pipeling
distribution system to be provided by EGP(.

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

following formuta (unless otherwise agreed between EGPC and
CONTRACTOR):

PLPG = 0.95 PR -(J X 0.85 X — - )
42.96 X 10°

Where:

PLPG = LPG price {separately determined {or Propane and Buiane) in
LLS. Dollars per metric ton.

PR = the average over a pertod of a month of the figures representing the
midpoint between the high and low prices in U5, Dollars per
metri¢ ton guated in "Platt’s LPGaswire" during such month for
Propane and Butane FOB BEx-Ref/Stor. West Mediterranean.

F= BTU'S removed from the Gas Stream by the LPG plant per metnc on
of LP{ produced.
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F = the same value as F under sub-paragraph (1) above.

In the event that Platt’s LPGaswire 18 1ssued on certain days
during a month but not on others, the value of PR shall be
calculated using only those issues which are published during
such month. In the event that the value of PR cannot be
determined because Platt’s LPGaswire is not published at all
during a month, EGPC 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 cannot be determined pursuant to the foregoing
for any other reason, EGPC and CONTRACTOR shall meet and
agree to 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 (¢) (2) (ii1) hereinafter.

(iit) The prices of Gas and LPG so calculated shall apply during the

same month.

(iv) The Cost Recovery and production shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC

pursuant to Article VII (e) hereinafter shall be valued at their

actual realized price.
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()Y FORECASTS

Operating Company shall prepare {not less than ninety (90) days
prior 10 the beginning of each calendar semester following first regular
production} and fumish in writing to CONTRACTOR and EGPC g
forecast sething out a fotal guantity of Petroleum that Operating Company
gstimates can be produced, saved and transported hercunder during such

calendar semester in accordance with good oil and gas industry practices,

Operating Company shall endeavor to produce each calendar
semester the forecast guantity. The Crude O shall be run 1o storage
tanks or offshore loading facilities constructed, muintained and operated
according to GOVERNMENT regulations, by Operating Company in
which said Crude Oil shall be metered or otherwise measured for royalty,
and the other purposes required by this Agreement. Gas shall he handled
by Gperatmng Company in accordance with the provisions of Artcle
Vii{e}.

{e) DISPOSITION OF PETROLEUM
{1} EGPC and CONTRACTOR shall have the right and the

obligation to separately take and freely export or otherwrse
dispose of, currently all of the Crude Oil 1o which ecach 18
entitled under Article VII (3) and Article VII (b}. Subject 10
payment of sums due 1o EGPC under Aruicle VH {8) 2 and
Article 1X, CONTRACTOR shall have the right to remit and
retain sbroad all funds acgquired by it inciuding the proceeds

from the sales of its share of Petroleum.
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Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meet the requirements of the ARE.
market from CONTRACTOR’s share under Article VII (b) of
the Crude Qil produced from the Area and E(GPC shall have the
preferential right 1o purchase such Crude Oil at a price o be
determuned pursuant io Article Vil {¢). The amount of Crude O1}
so purchased shall be a portion of CONTRACTOR's share
under Article VII (b). Such amount shal]l be proportional to
CONTRACTOR s share of the total production of crude ol
from the concession areas in the A R.E. that are also subject to
EGPC's preferential right to purchase. The payment for such
purchased amount shall be made by EGPC in U.S. Dollars or in
any other freely convertible currency remittable by
CONTRACTOR abroad.

it is agreed upon that EGPC shall notify CONTRACTOK, at
icast forty-five {45} days prior to the beginning of the calendar

semester, of the amount to be purchased during such sgrmester
under this Article VI (e) (1).

{2} With respect to Gas and LPG produced from the Area .

(i) Priority shall be given to meet the requirements of the local
market as determined by EGPC.

{ii} In the event that EGPC s to be the bayer of Gas, the disposition
of Gas to the local market as indicated abaove shall be by virtue

of long 1erm Gas Sales Agreements to be entered into between
EGPC and CONTRACTOR {as sellers} and BEGPC (as buyery.

EGPC and CONTRALCTOR (as sellers) shall have the obligation
1o deliver Gas to the following point where such Gas shail be
metered for sales, royalty, and other purposes required by this
Agreemet .
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{a} In the event no LPG Plant 18 constructed 1o process such Gas, the
dettvery poirt shail be the flange connecting the iease pipeline to
the nearest pout on the National Gas Pipeline Grd System as
depicted in Annex "F" or as otherwise agreed by EGPC and
CONTRACTOR.

(b} In the event an LPG Plant is constructed to process such Gas,
such Gas shall, for the purpose of valuation and sales, be
metered ot the rlet o such LPG Plant. However,
notwithstanding the fact that the metening shall take place at the
LPG Plant inlet, CONTRACTOR shall through the Operating
Corapany buikd a pipeline suitable for transport of the processed
Gas from the LPG Plant outlel to the nearest pomt on the
National Gas Pipeline Grid Sysiem as depicted in Annex "R, or
as atherwise agreed by EGPC and CONTRACTOR. Such
pipeline shall be owned in accordance with Articke Vi {3} by
EGPC, and i1s cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant to
Articie Vil

(iit) BEGPC and CONTRACTOR shall consult together to determine
whether to build an LPG plant for recovering LPG from any Gas
produced hereunder, In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as is appropriate, be
in the vicinity of the point of delivery as deterrmined i Article
Vil{e) 2 (ii) above. Delivery of LPG for royalty and other
purposes required by this Agreement shall be at the outiet of the
LPG plant. The costs of any such LPG plant shall be recoverable
in accordance with the provisions of this Agreement unless the
Minister of Petrolenm agrees 10 accelerated recovery.
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(1v) EGPC (as buyer) shall have the option to elect, by ninety (90)
days prior written notice to EGPC and CONTRACTOR (as
sellers}, whether payment for the Gas which 13 subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII (¢),
and to which CONTRACTOR is entitled under the Cost
Recovery and Production Sharing provisions of Article VII,
herein, shall be made 1) in cash or 2 ) in kind.

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

Payments 1n kind shall be calculated by converting the value of
Gas and LPG to which CONTRACTOR 1s entitled into
equivalent barrels of Crude 1l to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
Qil is insufficient, Crude Oi1l from CONTRACTOR's other
concession arcas or such other areas as may be agreed. Such
Crude il shall be added to the Crude O1l that CONTRACTOR
is otherwise entitled to lift under this Agreement. Such
equivalent barrels shall be calculated on the basis af the
provisions of Article VII (c) relating to the valuation of Cost

Recovery Crude Oil,



\ARY L 38T P S () L6 saadl - s Jlia A VY

Al Ly Jplaal) Ke A RSN samal b W Yy (ks
Lo gmzld CL:.U ] Cul o S b Ay s Al g oallsy 2 U

Cobdl e «LPGo Jldl J, 201 5l 5 s sl 505 (0 o)
sk pdadly il o3 e W S5y el Uleb be
WCPSN G PO [ FYTCKIT g JUOR IS PP SR Uy EESUR TR PSRV P Y
aionans B RIS 3,z Y aasdl Jy e JU Lilas (5,56
saasdl Jy pzdly S st manly el LR e I
SIS S5 11 P WP S | 11 URF 1 PRV WAL a3 1L O JEYE ey
. il

g 5 e g g e (e Gk ) Al L) e D 3 - 0
3in ol b Lo ) Ol (8) s IS { 0l Legaiear ) W 29!
pakald Ly JUl g Ozl 5y JUaaY) G e (WS ek e
Js sl 5l 5 S e Jpadl G410 JaUk L) 008G - U
- ool a8V ksl Ll hel 31 (LPGy Jl
(LPGy JL Jy 20t 5Ly S paany (U3, &4 Ghas e O adts
C oS M

or aia gy SNy U Ry Jakio 5l dpm o] i) Gow =
s il 5, WSy Legr s o3 ol « LPGy JLY )y 200 51 511
. ohel (8)



vy VAAY i ST P () £ sl — Reass Il 5y 4

Provided that:

(aa) Payment of the value of Gas and LPG shall always be made
in cash in U.S. Dollars remittable by CONTRACTOR
abroad to the extent that there is insufficient Crude Qil

available for conversion as provided for above;

(bb) Payment of the value of Gas and LPG shall always be made
in kind as provided for above to the extent that payments

in cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRACTOR's Cost Recovery
Petroleum, shall be included 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 EGPC (as buyer) fail to enter into a long-term Gas Sales
Agreement with EGPC and CONTRACTOR (as sellers) within five
(3) years (unless otherwise agreed) from a notice of Commercial Gas
Discovery pursuant to Article III, EGPC and CONTRACTOR shali
have the right to take and freely dispose of the quantity of Gas and
LPG n respect of which the notice of Commercial Discovery is

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.
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(vi1) In the event EGPC and CONTRACTOR agree to accept new Gas
and LPG producers to join in an ongoing export project, such
producers shall have to contribute a fair and equitable share of the
imvestment made.

(vill) (aa) Upon the expiration of the five (5) year period referred to in
Article VII (e} 2 (v} above, CONTRACTQOR shall have the
obligation to exert its reasonable efforts to find an export
market for Gas reserves.

(bb} In the event at the end of the five (5) year period referred to
under Article VII (e) 2 (v) above, CONTRACTOR and EGPC
have not entered into a Gas Sales Agreement, CONTRACTOR
shall retain its rights to such Gas reserves for a further period
of up to seven (7) years, subject to Article VII (e)2(viii) (cc)
below, during which period EGPC shall attempt to find a
market for the Gas reserves.

(cc) CONTRACTOR shall, at any time prior to the expiry of such
turtiter seven (7) year period, surrender the Gas reserves, if
CONTRACTOR does not accept an offer from EGPC of a Gas
Sales Agreement within six (6) months from the date such
offer 13 made, provided, that in such Gas Sales Agreement or
Gas disposal scheme offered 1o CONTRACTOR, the relevant
technical and economic factiors to enable a commercial

contract or scheme are taken into consideration including :
- A sufficient defivery rate.

- Delivery pressure to enter the National Gas Pipeline Grid
System at a mutually accepted point of delivery.
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- Delivered Gas quality specifications not more
stringent than those inposed or reguired for the
Naticnal 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 Agresment pursuant o Article VI (e} 2 or
otherwise found an accepiable scheme for commercial
disposal of such Gas, at the time of the expiration of
twelve (12) years from CONTRACTOR's notice of
Commercial Discovery of Gas, CONTRACTOR and
EGPC shall consult each other on the disposition of the
Gas reserves in respect of which such notice has been
given.

{ix} CONTRAUTOR shali not be obligated to surrender a
Development Lease based on a Commercial Gas Discovery, it
Crude Oil has been discovered in ¢commercial guantities in the
same Development Lease and vice versa.

{fi OPERATIONS

If following the reversion to EGPC of any rights to Crude (hl
hereunder, CONTRACTOR retains rights to Gas in the same
Developmem Lease, or if, following surrender of rights to Gas
hereunder, CONTRACTOR retains nights to Crude Ol in the same
Developmeni Lease, operations 1o explore for or exploit the Perroleum,
the rights to which have reverted or been suirendered (il or Gas as the
gase may be) may only be carried out by Operating Company which shall
act on behalf of EGPC alone, unless CONTRACTOR and EGPC agree
ptherwise.,
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(g) TANKER SCHEDULING

At a reasonable time prior to the commencement of Commercial
Production, EGPC and CONTRACTOR shall meet and agree upon a
procedure for scheduling tanker liftings from the agreed upon point
of export.

ARTICLE VIl
TITLE TO ASSETS

(a) EGPC 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 Operating Company in accordance
with the following :

{1) Land shall become the property of EGPC as soon as it is
purchased.

(2} Tile to fixed and moveable assets shall be transferred
automatically and gradually from CONTRACTOR to
EGPC 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 1o EGPC when its 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
gquarter shall be communicated by CONTRACTOR to
EGPC or by Operating Company toe EGPC and
CONTRACTOR within thirty (30) days of the end of each

quarter.



VARY L i ¥ 3 () £6 saall = R JlBag VY

iS )y J Ly gl 5,50 o Saay Y ade 5l e S L3 -y
J e LS JulSIL Tyt y blamn ol 4 5 Slheally il
rE ol ol Y iy adlay Ll Ll B il )y dn, Lt
L,,.,..,d_,.,.luji,_,_ds.l,_.u Lpldlumjluu,*ila»waﬁu

. L L..,gJLlLr'u Y!J_,...::"J'I :.LIUJ L'-J....;:...;- \.”

B P I IYCRCR) B U PRV P0GV | PV PRUNE AR )
JpoW b 5,y 4l s L ¢ L Ol ly YY) L Yeaiac s
ad Y I f s de alld fe iy caeliall gi o thac L
by o 3 2 e 550s « amal s SV ald ] iloas il
| PPESR | UV EST Y PR P
( sl Bl 1)
-y
[ YUROTSS - I L UPPA P | F vy SO0 | | N U PR
.t,;_,:M@fwlsmﬂmw;mwﬁwﬁﬁWu. c)
LYl e Ve Uy e ) Dyede e iz gl <l g (o)
! Y By o s hay et U] Bt TS0 Yl S
syl B Joa (Y0 oY Gl ey L I3 0 Y il e
Sk R ik b 3l s Ky S a g (P ) SN e e
gl e sy Ly (V)
Y (Y ) e i L] Wik 2 gl Wiyl JL WL iy ()
¢ pmaina Jray Lok gls! imieS S0 et sl L LY I oY s e
IS SN 1| I NVESIS | PR Py B B H VRGPS | W5y e
8 Slamdlans cAdlyme ol a g (V) OOW g e o) (3 Jore
e i g L (V0) Sk Tas piad



YA

VAAY Lo yzST Y G () £8 aaad] - i L5y A

(b) During the term of this Agreement and the renew . ! neriod EGPC,

CONTRACTOR and Operating 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 petrolenum concession agreement entered into by the
parties. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreement of the other.

(c} CONTRACTOR and Operating Company may freely import into

the A.R.E., use therein and freely export at the end of such use
machinery and equipment which they either rent or lease n
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 EGPC as a signature bonus the sum

of seven-hundred and fifty thousand (750,000) U.S. Doliars on
the Effective Date.

{b) CONTRACTOR shall pay to EGPC the sum of one million

(1.000,000) U.S. Dollars as a production bonus when the total
average daily production from the Area first reaches the rate of
twenty-five thousand (25,000} barrels per day for a period of
thirty (30) consecutive producing days. Payment will be made
within fifteen (15) days thereafter.

(c) CONTRACTOR shall also pay to EGPC the additional sum of

two millien (2,000,000) U.S. Dollars as a production bonus
when the total average daily production from the Area first
reaches the rate of fifty thousand (50,000) barrels per day for a
period of thirty (30) consecutive producing days. Payment will
be made within fiftcen (15) days thereafter .
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(d) CONTRACTOR shall also pay to EGPC the additional sum of
four million (4,000,000) U.S. Dollars as a production bonus
when the total average daily production from the Area first
reaches the rate of one-hundred thousand (100,000) barrels per
day for a period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter.

{(e) Al! the abovementioned bonuses shall in no event be recovered
by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the scle risk provisions of Article III (c) (iv),
production from such sole risk Area shall be considered for the
purposes of this Article IX only if CONTRACTOR exercises its
option to share in such production, and only from the initial date

of sharing.

(g) Gas shall be taken into account for the purposes of determining
the total average daily production from the Area under Article
IX (b)-(d) by converting daily Gas delivered into equivalent
barrels of daily Crude Oil production in accordance with the

following formula :

MSCF x H x 0.136 = equivalent barrels of Crude Oil
where :
MSCF = one thousand standard cubic feet of Gas.

H = the number of million British Thermal Units (BTUs)
per MSCF .
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ARTHCLE X
QOFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in AR.E. at which notices shall
be validly served.

The Creneral Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all local
written directions given to them by the GOVERNMENT or is
representatives ynder the terms of this Agreement.

All lawful regulations issued or hereatier to be issued which are
applicable hereunder and sot in conflict with this Agreement shall apply
to the duties and activities of the General Manager and Deputy General
Manager.

Al matters and notices shall be deemed to be validly served which are
delivered to the office of the General Manager or which are sent o him
by registered mai 10 CONTRACTOR s office in the A.R.E.

All matters and notices shall be deemed to be validly served which are
delivered 1o the office of the Chairman of EGPC or which are sent to him
by registered maii at EGPC’s main effice in Cairo.

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, according to
generally accepted methods in use in the O3l and Gas industry to
prevent loss or waste of Petroleum above or under the ground in any
form during drilling, producing, gathering and distributling or storage
operations. The GOVERNMENT has the right to prevent any
operation on any weil that it might reasonably expect would resuit in
loss or damage o the well or the Crude Oil or Gas field.



VAAY L 3T P 5 (al) 68 sanl = Law JHEa ] MY

Al Olde b LWL 20l 085« dzie 2 i JaSad sie (O)
Lt Jana o 3inally L L s oo Wlar ST R0 SLT

i Sl s W Loland] Lo 08 Y ) OV ez, ()
gl S Y LU oyl e sady 3 pae Jleazaly V1 2 OB 3 Sadazs
JPEeeo] RUSPRNTN Py YOI | DT RCIIE | 11 VYV S PCINCH &I "I I |
e )1 e S e i i)y e J ] sy Y] sy s
cWphes i Y (e con Y 3l

Ja el SlaaSs Lol sl Jovws of wlliwtl il 8,1 e ()
oSl JI UL sda Je 5y . dais die J8 e L el a1l
(¥ ) o s allsy ool g samdt Rl | Ol LT e lee
il Slolasd) Wl Ul sis e Jyad! 7 e Ly
b oandll 3l 55 ol o il e ZLEYL Lol Los 1
o pil| R S it 16 e 2 phall A5V e

S Tl ol g s A e Lot gy ol QUL 555 0 Gy ()
o enzas g A1 sl L B8 Joy canNl g 3y hmeS e Wl LY
capdad ol F Sl Aol o 3 2b o lauel Bloal )1

55 o oy, LIS aony 2l LSS Gy Bl 5 s 05 i
da S J22 il Leols



Y VARY e T ¥ 5 (b S8 saall = dpma J Ty A

o]

(b) Upon completion of the drilling of a productive well, Operating
Cornpany shall inform the GOVERNMENT or its representative
of the time when the well will be tested and the production rafe
ascertamed.

(c) 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 preduced from multiple o1l
bearing zones through one siing of tubing at the same time,
gxcept with the prior approval of the GOVERNMENT or 15
representative, which shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or is
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 shail be
available at all reasonable times for examination by authorized
representatives of the GOVERNMENT,

(e} Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting
Petroleum, gas bearing or fresh water strata.

Any substantial change of mechanical condittons of the well after
its completion shall be subject to the approval of the
representative of the GOVERNMENT.
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ARTICLE XII
CUSTOMS EXEMPTIONYS

(a) EGPC, CONTRACTOR and Operating Company shall be

permitted to import and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministeral
Decision No. 254 of 1993 issued by the Minister of Finance, as
now or hereafter amended or substituted) of any nature (except
where an actual service has been rendered to CONTRACTOR
by a competent authority), and from the importation rules with
respect to the importation of machinery, equipment, appliances,
materials, items, means of transport and transportation (the
exemption from taxes and duties for cars shall only apply to cars
to be used in operations), 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 items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for such purpose, which states that the imported items are
required for conducting the operations pursuant to this
Agreement. Such certificate shall be final and binding and shall
automatically result in the importation and the exemption

without any further approval, delay or procedure.

(b) Machinery, equipment, appliances and means of transport and

transportation imported by EGPC's, CONTRACTOR's and
Operating Company's contractors and sub-contractors

temporarily engaged in any activity pursuant to the operations
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which are the subject of this Agreement, shall be cleared under
the "Temporary Release System" without payment of custom
duties, any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any
nature (except where an actual service has been rendered to
CONTRACTOR by a competent authority), upon presentation
of a duly approved certificate 1ssued by an EGPC responsible
representative nominated by EGPC for such purpose which
states that the imported items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not
to be used in operations) set out in Article XII (a) imported by
EGPC's, CONTRACTOR's and Operating 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 an EGPC responsible representative

to be used for conducting operations pursuant to this Agreement.

The expatriate employees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from custom duties and otner
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations applicable in the A.R.k:
However, personal household goods and furmiture (including
one (1) car) for each expatriate employee of CONTRACTOR
and/or Operating Company shall be cizared uader ineg
'Temporary Reicase System’ (without payment S any & 281mns

duties and orher ancilliary tayes) noon oresent2ion 58 g 1209 05
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the a~propriate customs authorities by CONTRACTOR or
Operating Company approved by an EGPC responsible
representative that the imported items are imported for the sole
use of the expatriate employee and his family, and that such
impotted items shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expatriate employee.

(d) Items imported into the A R.E. whether exempt or not exempt

from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any time
after obtaining EGPC’s 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 exempt, being applicable. Such items may be sold
within the A.R.E., after obtaining the approval of EGPC which
approval shall not be unreasonably withheld. In this event the
purchaser of such items shall pay all applicable customs duties
and other ancillary taxes and charges according to the condition
and value of such items and the tariff applicable on the date of
sale, unless such tems have already been sold to an Affiliated
Company of CONTRACTOR, if any, or EGPC, having the same
exemption, or unless title to such items {(excluding cars not used
in operations), has passed to EGPC.

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

CONTRACTOR shall be entitled to reimbursement of its
unrecovered cost, if any, in such items and the excess, if any,
shall be paid to EGPC.
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{e} The exemption provided for in Article X131 {3) shall not apply 10
any tmported items when items of the same or substantially the
same kind and quality are manufactured locally meeting
CONTRACTOR's and/or Operating Company's specifications
for quality and safety and are available for timely purchase and
delivery in the A.R.E, at a price not higher than ten percent
(10%) of the cost of the impornted item, before customs duties
but after freight and insurance costs, if any, have been added.

{f) CONTRACTOR, EGPC and their respective buyers shail have
the right to freely export the Petreleum produced from the Area
pursuant to this Agreement. No license shall be required, and
stuch Petroleum shall be exempted from any custoims duties, any
taxes, levies or any other imposts in respect of the export of
Petroleum hereunder.

ARTICLE X1
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{2} EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A.R.E. books of
accounts, in accordance with the Accouning Procedure
Annex "E" and accepted accounting practices generally used in
the petroieum industry, and such other books and records as rmay
be necessary to show the work performed under this Agreement,
including the amount and value of all Petroleum produced and
saved hereynder. CONTRACTOR and Operating Company
shalt keep their books of account and accounting records in
United States Doilars.
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Operating Company shall fumish to the GOVERNMENT
or its representative monthly remms showing the amount of
Petroleum produced and saved hereunder. Such returns shall be
prepared in the form required by the GOVERNMENT, or #s
representative and shall be signed by the General Manager or by
the Deputy General Manager or a duly designated deputy, and
delivered to the GOVERNMENT or its representative within

thirty {30} days after the end™of the month covered In the retum,

(b} The aforesaid books of account and other books and records

{c}

referred to above shall be available at all reasonable times
for inspection by duly authorized representatives of the

GOYERNMENT,

CONTRACTOR shall submit to EGPC a profit and ioss
Statemient of s Tax Year not later than four {4) manths after the
commencement of the following Tax Year 1o show ils net profit
or loss from the Petroleum operations under this Agreement for

such Tax Year.

CONTRACTOR shall at the same {ime submit a year-end
Balance Sheet for the same Tax Year to EGPC. The Balance
Sheet and financial Statements shall be centified by an Egyptian

certified aceounting fipm.
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ARTICLE X1V
RECORDS, REFORTS AND INSPECTION

{2} CONTRACTOR and/or Operating Company shall prepare and, at

ail times while this Agreemnent is in force, mainizin accurate and
cirrent records of its operations in the Area. CONTRACTOR
and/or Operating Company shall furnish the GOVERNMENT or
its representative, in conformity with applicable regulations or
as the GOVERNMENT or its representatives may reasonably
require information and data concerning s operations under Hus
Agreement. Operating Company wili perform the functions
indicated in this Article XIV in accordance with #s respective

role as specified in Article VI

(b) CONTRACTOR and/or Operating Company shall save and keep

for a reasonable period of time 4 representative portion of gach
sample of cores and cuttings taken from drilling wells, to be
disposed of, or forwarded to the GOVERNMENT or us
representative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or Operating
Company for their own purposes shall be considered avarlabie
for mnspection at any reasonable time by the GOVERNMENT or

its representatives.

(c} Unless otherwise agreed to by BGPC, in case of exporting any

rack samples outside the AR E,, samples equivalent in siz¢ and
quality shall, before such exportation, be delivered 1o EGPC as
representative of the GOVERNMENT.
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(d) Originals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other
data which must be processed or analysed 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 repatriated to the A.R.E. promptly following
such processing or analysis on the understanding that they
belong to EGPC.

(e) During the period CONTRACTOR is conducting the Exploratton
operations, EGPC’s 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. EGPC's representative, in
exercising its rights under the preceding sentence of this
paragraph (e), shall not interfere with CONTRACTOR's
operations. CONTRACTOR shall provide EGPC with copies of
any and all data (including, but not limited to, geological and
geophysical reports, logs and well surveys) information and
interpretation of such data, and other information in
CONTRACTOR's possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may, after the eighth (8th) year of the Exploration
period or the date of termination of this Agreement, whichever
is the earlier, show any other party uninterpreted basic
geophysical and geological data (such data to be not less than
one (1) year old unless CONTRACTOR agrees to a shorter
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period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT
and/or EGPC may at any time show another party such data
directly obtained over or acquired from those parts of the Area
which CONTRACTOR has relinquished as long as such data is
at least one (1) year old.

ARTICLE X¥
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
EGPC against all damages for which they may be heid liable o account
of any such operations.

ARTICLE X¥V1
PRIVILEGES OF GOVERNMENT REFRESENTATIVES

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 EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
pe entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Operating Company on the conditton that no danger
or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Operating
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Company so that none of the activities shall endanger or hinder the safety
or efficiency of the operations. CONTRACTOR or Operating Company
shall offer such representatives all privileges and facilities accorded to its
own employees in the field and shall provide them, free of charge, the
use of reasonable office space and of adequately furnished housing while
they are in the field for the purpose of facilitating the objectives of this
Article. Without prejudice to Article XIV (e), any and all information
obtained by the GOVERNMENT or its representatives under this Article
X V1 shall be kept confidential with respect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC and CONTRACTOR that operations
hereunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, professional and techmcal
personnel employed by CONTRACTOR or Operating
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 immigraticn,
passport, visa and employment regulations of the
A.R.E. shall be applicable to all alien employees of
CONTRACTOR working in the A.R.E.
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(2) A minimum of twenty-five percent {(25%) of the combined
salaries and wages of cach of the expatriate administrative,
professional and technical personnel employed by
CONTRACTOR or Operating Caompany shall be paid
monthly in Egyptiart currency.

{b} CONTRACTOR and Operating Company shall each select its
emplioyees and determine the number thereof, to be used for
operations hereunder.

{¢} CONTRACTOR shall, after consuitation with EGPC, prepare
and carry oul specialized training programs for all s ARE,
empioyecs engaged in operations hereunder with respect to
applicable aspects of the petroleum industry. CONTRACTOR
and Operating Company undertake to replace gradually their
non-execulive expatriate staff by qualified nationals as they are

available.

{d} During any of the Exploration phases, CONTRACTOR shall
give mutuglly agreed numbers of BGPC empioyees an
opportunity (o attend and participate in CONTRACTOR s and
CONTRACTOR’s Affiliated Companies training programs
relating to Exploration and Develepment operations, In the
event that the totai cost of such programs is less than fifty
thousand {50,000} U, S, Dollars n any Financial Year during
such period, CONTRACTOR shall pay EGPC the amount of the
shortfall within thirty (30) days following the end of such
Financial Year. However, EGPC shall have the right that said
amount {1.8. § 50,000} aliocated for waining, be paid directly 1o
EGPC for such purpose.
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ARTICLE XVilI

LAWS AND REGULATIONS

{a) CONTRAUTOHR and Operating Company shall be subject to Law

No. 66 of 1933 {(excluding Articie 37 thereof ) as amended by
Law No. 8 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the safe
and efficient performance of operations carried out for the
execution of this Agreement and for the conservation of the
petroleum resources of the A R.E., provided that no regulations,
modification or interpretation thereof, shall be contrary to or

inconsistent with the provisions of this Agreement.

{b} Except as provided in Article HI {g) for income taxes, EGPC,

CONTRACTOR and Operating Company shali be exempted
from all taxes and duties, whether imposed by the
GOVERNMENT or municipalities including among others,
Sales Tax, Value Added Tax and taxes on the Exploration,
Development, extracting, producing, exporting or transporting
of Pefroleumn and LPG as well as any and 3l withholding taxes
that might otherwise be imposed on dividends, interest, technical
service fees, patent and trademark royalties, and similar items.
CONTRACTOR shall also be exempted from any tax on the
hguidation of CONTRAUCTOR, or distributions of any income
to the shareholders of CONTRACTOR, and from any tax on

capital.
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(c) The rights and obligations of EGPC and CONT ¢(ACTOR under,

and for the effective term of this Agreement, shall be governed
by and in accordance with the provisions of this Agreement and
can only be altered or amended by the written mutual agreement

of the said contracting parties.

(d) The contractors and sub-contractors of CONTRACTOR and

(¢)

Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as ail 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 CONTRACTOR, Operating
Company and their respective contractors and sub-contraciots,

as the case may be.

EGPC, CONTRACTOR, Operating Company and their
respective contractors and sub-contractors shail for the purposes
of this Agreement be exempted from all professional stamp
duties, imposts and levies imposed by syndical laws with respect

ta their documents and activities hereunder.

(f) All the exemptions from the application of A.R.E. laws or

regulations granted to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently

in effect or hereafter amended or substituted.
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ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to
the conduct of tixploration, Development and production of Petroieum,
which take place afer the Effective Date, and which significantly affect
the economic interest of this Agreement to the detriment of CONTRAC-
TOR or which imposes on CONTRACTOR an obligation o remit to the
A R.E. the proceeds from sales of CONTRACTOR's Petroteum, CON-
TRACTOR shall notify EGPC of the subject legislative or regulatory
measure. In such case, the Parties shall negotiate possible modifications
to this Agreement designed to restare the econonuc balance thereof

which existed on the Effective Date.

The Parties shall use their best ¢fforis o agree on amendments o

this Agreement within ninety (90} days from aforesatd notice,

These amendments to this Agreement shall not in any event diminish
or increase the rights and obligations of CONTRAUTOR as these were

agreed on the Effective Date.

Failing agreement between the Parties during the period referred to
above in this Article XIX, the dispute may be submitted lo arbitration, as
pravided in Article XXIV of this Agreement.
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ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent expecta-
tion of war or internal causes, the GOVERNMENT may requisi-
tion all or part of the production from the Area obtained hereun-
der and require Operating Company to increase such production
to the utmost possible maximum. The GOVERNMENT may
also requisition the OQil and/or Gas field itself and, if necessary,

related facilities.

(b) In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their representative
by registered letter, with acknowledgment of receipt, to express

their views with respect to such requisition.

{c) The requisition of production shall be effected by Ministerial
Order. Any acquisition of an O1l and/or Gas field, or any related
facilities shaill be effected by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the GOVERN-
MENT shall indemnify in full EGPC and CONTRACTOR for

the period during which the requisition 1s maintained, inchuding:
(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such
production .
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However, any damage resulting from enemy attack 1s not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOCR in U.S. Doliars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in accordance
with Article VII (c).

ARTICLE XXI
ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person, firm
or corporation, in whole or in part, any of its rights, privileges,
duties or obligations under this Agreement without the written
consent of the GOVERNMENT.

{b) To enable consideration to be given to any request for such
consent, the following conditions must be fulfilled :

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

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

(c) Notwithstanding the provisions of Article XXI(a), CONTRAC-
TOR may assign all or any of its rights, privileges, duties or ob-
ligations under this Agreement to an Affiliated Company, pro-
vided that CONTRACTOR shall advise the GOVERNMEN'T
and EGPC in writing of the assignment.
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(d) Any assignment, sale, transfer or other such conveyance made

(e)

pursuant to the provisions of this Article XXI1 shall be free of
any transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all income tax, sales tax, value

added tax, stamp duty, or other taxes or stmilar payments.

As long as the assignor shall hold any interest under this
Agreement the assignor together with the assignee shall be

jointly and severally liable for all duties and obligations of
CONTRACTOR under this Agreement.

ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL
(a) The GOVERNMENT shall have the right to cancel this Agree-

ment by Order or Presidential Decree, with respect to CON-
TRACTOR, in the following instances :

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

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

(3) If it is adjudicated bankrupt by a court of a competent
jurisdiction |
(4) If it does not comply with any final decision reached as the

result of a court proceedings conducted under Articie
XXIV (a) ;
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(5) If it intentionally extracts any mineral other than Petroleum
not authorized by this Agreement or without the authority of
the GOVERNMENT, except such extractions as may be
unavoidable as the result of operations conducted hereunder
in accordance with accepted petroleum industry practice and
which shall be notified to the GOVERNMENT or its
representative as soon as possible; and

(6) 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 1956, which are not contradicted by the provisions of
this Agreement

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT
against CONTRACTOR in accordance with the provisions
of this Agrecment, and, in the event of such cancellation,

CONTRACTOR shall have the right to remove from the
Area all its personal property.

(b) If the GOVERNMENT deems that one of the aforesaid causes

( other than a force majeure cause referred to in Article XXIII
hereof ) exists to 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 validly
served upon CONTRACTOR. If at the end of the said ninety
(90) day notiice period such cause has not been remedied and
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remov d, this Agreement may be cancelled forthwith by Order
or Pr_sidential 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 XXIIiI
FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and

(b)

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 deilay, shall be added to the time given in this
Agreement tor 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 block or blocks affected.

"Force Majeure’, within the meaning of this Article XXIII,
shall be any order, regulation or direction of the
GOVERNMENT or the govermment of the United States of
America or the govermment of the British Virgin Islands with
respect to CONTRACTOR whether promulgated in the form of
a law or otherwise, or any act of God, insurrection, riet, war,
strike and other labor disturbance, fires, floods or any cause not
due to the fault or negligence of EGPC and CONTRACTOR or
cither of them, whether or not similar to the foregoing, provided
that any such cause is beyond the reasonable control of EGPC
and CONTRACTOR, or either of them.
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(¢} Withovt prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no
responsibility whatsoever to EGPC and CONTRACTOR, or
either of them for any damages, restrictions or {oss ansing in
consequence of such case of force majeure except a force
majeure caused by the order, regulations or direction of the
GOVERNMENT .

{d) If the force majeure event occurs during the nitial Exploraiion
Period or any extension thereof and continues in effect for a
periad of six (0) months CONTRACTOR shall have the option
upon ninety (90) days prior written notice to EGPC to terminate
its obligations hercunder without further liability of any kind.

ARTICLE XXIV
DISPUTES AND ARBITRATION

{a} Any dispute, coniroversy or claim ansing out of or relating 1o thss
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMNMENT and the parties herete shall be referred @
the jurisdiction of the appropriate A, R. E. Courts and shall be
finally settled by such Courts,

(b) Any dispute, controversy or claim artsing out of or relating to this
Agreement, or the breach, termination or invalidity thereof, between
CONTRACTOR and EGPC shall be settledd by arbitration i
accordance with the Arbitration Rules of the Cayo Regional Centre
for International Commercial Arbuitration { the Centre } in effect on
the date of the Concession Agreement. The award of the arbitrators
shall be final and binding on 1be parie:.

‘o) The number of arburators snall o¢ thiee 73
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{d) Each party shall appoint one arbitrator. If, withun thirty {30} days
after receipt of the claimant's notification of the appointment of an
arbitrator, the respondent has not notified the ciaimant in writing of
the name of the arbilralor he appoints, the claimant may request the
Centre to appoint the second arbitrator.

(¢) The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty {30) days after the appointment of the second arbatrator, the
two arbilrators have nol 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 to designate the
appointing authority. Such appomting authority shall appoimt 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., the United States and British Virgin Islands
and of a2 country which has diplomatic relations with the ARE,, the
United States and British Virgin Islands and who shall have no
economic interest in the Petrolenm business of the signatories

nereto.

{f) Unless otherwise agreed by the parties to the arbiration, the
arbitration, inciuding the making of the award, shall take place in
Cairo, A.R.E.

(g} The decisions of 2 majority of the arbitrators shall be final and
binding upon the Parties and the arbitral award rendered shall be
final and conclusive. Iudgment on the arbitral award rendered may
be entered in any court having jurisdiction or application may be
macde in such court for a judicial acceptance of the award and for
enforcement, as the case may be.
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(h)

(1)

bbb kbl

Egyptian Law shall apply to the dispute except that in the event of
any conflict betwegen Egyptian Laws and this Agreement the
provisions of this Agreement {(including the arbitration provision}
shall prevail. The arbitration shall be conducied in the English
Language.

EGPC and CONTRACTOR agree that if, for whatever reason,
arbitralion 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 mvahidity
thereof shall be settied hy ad hoc arbitration in accordance with the
UNCITRAL Raules in effect on the Effective Date. |

ARTICLE XXV
STATUS OF THE PARTIES

{a) The rights, duties, obiigations and labilities mn respect of EGPC 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 ar
partnership.

(b} CONTRACTOR shali be subject to the laws of the place where it is

{c)

incorporated regarding its legal status or creation, organization,
charter and by-laws, shareholding, and ownership. CONTRACTOR's
shares of capital which are entirely held abroad shall not be
negotiable 1m the AR.E. and shall not be offered for public
subscription nor shafl they 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. 139 of 1981 as amended.

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

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

(a) Give priority to local contractors and sub-contractors including
EGPC’s Affiliated Compantes 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%).

(b} Give preference to locally munufactured naterial, cquipment,
machinery and consumables so long as their quality and time cf de-
livery are comparable to intematicnally available matenal, equip-
ment, machinery and censumables. However, such material, equip-
ment, machinery and consumables may be imported for cperations
conducted hereunder if the local price of such items at CONTRAC-
TOR's or QOperating Company's operating base in the A. R. E.1s
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
ARABIC TEXT

The Arabic version of this Agreement shall, before the Courts of the
A.R.E., be referred to in construing or interpreting this Agreement.
provided however, that in any arbitration pursuant to Article XXIV
herein between EGPC and CONTRACTOR the English and Arabic
version shall both be referred to as having equal force 1n
construing or interpreting the Agreement.
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ARTICLE XXVIII
GENERAL

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

respect te the interpretation of sawd Articles.
ARTICLE XXIX

APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties
hereto unless and until a law 1s 1ssued 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 countervailiing governmental enactment, and the Agreement 1s signed

by the GOVERNMENT, EGPC, and CONTRACTOR.
PENNZOIL BENI SUEF, INC.

BY ©  ccocmmmmmm oo e e e
EGYPTIAN GENERAL PETROLEUM CORPORATION
BY: e
ARAB REPUBLIC OF EGYPT

Y [
B —_—_— —_—_———— e — = — — A A —— —E A L. 2N L NN L NN SN NN BN BN BN EE N BN B B CEr W BN BN W CE T I TT W T W T T T E T FE BN W W OW- WS WY W T TH FT N W W wr v
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

PENNZOIL BENI SUEF, INC.
IN

WEST BENI SUEF AREA
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is an illustrative map at an approximate scale of 1 : 3,500,000

showtng the Area covered and affected by this Agreement.

The Area measures approximately thirty-eight thousand (38,000) square
kilometers. The Area is composed of all or part of Exploration Blocks,
the whole blocks are defined on a si1x (6) minutes Latitude by six (6)
minutes Longitude grid.

It 1s to be noted that the delineatton lines of the individual Exploration
Blocks in Annex "B™ are intended to be only illustrative and provisional
and may not show accurately their true position in relation to existing
monuments and geographical features.
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Coordinates of the corner points of the Area are given in the following
table which forms an integral part of Annex "A'"':

BOUNDARY COORDINATES
OF
WEST BENI SUEF
POINT No. LATITUDE NORTH LONGITUDE FAST
1 29° 03 00" 30° 30' 00"
2 | 26 45 BO" 30° 30 0O
1 26° 45 00" 29° 12 00"
4 28° 100 60 | 29° 127 00"
5 28° 10 00" | 28° 390 g
6 28" 31" 00" 28° 39" 00"
7 20 31 oo 39" 80 G0
g 29° 00 00" 29° 00' 00"
9 | 29 0 0" | 29° 10 o0
10 29° 10" 0O" 29° 10" 00"
1 29° 10° 00" i 07 06 DO
12 19° 03 00" 30° 06 00"
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ANNEX "C"
LETTER OF GUARANTY

Letter of Guaranty No. --- Cairo, EGYPTIAN GENERAL
PETROLEUM CORPORATION,

{entlemen,

The undersigned, National Bank of Egypt, as Guarantor, hereby
guarantees 1o the EGYPTIAN GENERAL PETROLEUM
CORPORATION thereinafter referred to as "EGPC™ to the limit of
seven mullion (7,000,600) U.S. Dollars, the performance by "PENNZOIL
BENI SUEF, INC.", (heremalier referred to as "CONTRACUTOR") of 1ty
obligations required for Exploration Operations to spend a minimum of
seven million (7,000,000) LU.S.Dollars during the inttial three (3) years of
the Exploration period under Article IV of that certain Concession
Agreement {hereinafter referred to as the "Agreement') covering that
Area described in Annexes "AY and "BY of said Agreement, by and
between the Arab Republic of Egypt (hereinafier referred to as
("AREN, BGPC and CONTRACTOR, dated

It 15 understood that this Guaranty and the tiability of the Guarantor
hersunder shall be reduced quarterly, during the period of expenditure of
said seven militon (7,600,000 ULS. Dollars by the amount of money
sxpended by CONTRACTOR for such Exploration Operstions during
each such quarter, Each such reduction shall be established by the joint
written statement of CONTRACTOR and EGPC.

In the event of a claim by EGPC of non-performance or surrender of
the Agreement on the part of CONTRACTOR prior to futfillment of said
minimum expenditure obligations under Article IV of the Apreement,
there shall be no lability on the undersigned Guarantor for paymeni {o
EGPC uniless and until such liability has been established by written
statement of EGPC setting forth the amount due under the Agreement.
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it 1s a further condition of this Letter of Guaranty th

(1) This Letter of Guaranty wili become availabie oniv provided that the
Guarantor will have been tnformed in writing Fry CONTRACTOR
and EGPC that the Agreement between CONTRACTOR, A.R.E. and
EGPC has become effective according to its terms, and said
Guaranty shall become effective on the Effective Date of said
Agreement.

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

(a) Three (3) years and six (6) months after the date it becomes
effective, or

(b) At such time as the total of the amcunts shown on quarterly joint
statements of EGPC and CONTRACTOR equals or exceeds the
amount of said minimum expenditure obligation, whichever is
earlier.

(3) Conszquently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied by EGPC's written statement, setting forih the amount
of under expenditure by CONTRACTOR to the effect that :

{a) CONTRACTOR has failed to perform its expenditure obligations
referred to in thus Guaranty, and

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

Please return to us this Letter of Guaranty in the event it doss not become

effective, or upon the expiry date.

Yours Faithfully,

ACCOUNTANT & oo rerree e :
MANAGER © e,
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ANNEX "D"
CHARTER OF OPERATING COMPANY
ARTICLEL
A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authonzation of the

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

The Company shall be subject to all laws and regulations in force 1n
the A. R. E. to the extent that such laws and regulations are not
inconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICLE I1

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

ARTICLE 111
The Head Office of Operating Company shall be 1n the A. R, E. in

Cairo.
ARTICLE IV

The object of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the
Development operations required in accordance with the provisions of
the Agreement signed on the ------- day of ----—- by and between the
ARAB REPUBLIC OF LEGYPT, the EGYPTIAN GENERAL
PETROLEUM CORPORATION and CONTRACTOR covering

Petroleum operations in the West Beni Suef Area described therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery in any
portion of the Area converted into a Development Lease pursuant to
Work Programs and Budgets approved in accordance with the

Agreement.

Operating Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and

Annex "E" thereto.

Operating Company shall not engage in any business or undertake any
activity beyond the performance of said operations unless otherwise
agreed upon by EGPC and CONTRACTOR.

ARTICLE V

The authorized capital of Operating Company is twenty thousand
Egyptian Pounds divided into five thousand shares of common stock with
a value of four Egyptian Pounds per share having equal voting nghts,

fully paid and non-assessabile.

EGPC and CONTRACTOR shall each pay for, hold and ewn, throughout
the life of Operating Company, one half (1/2) of the capital stock of
Operating Company provided that only in the eveat that either party
should transfer or assign the whaole or any percentage of its ownership
interest in the entirety of the Agreement, any such transferring or
assigning party {and its successors and assignees) must transfer and
assign a stock tnterest in Operating Company equal to the transferred or
assigned whole or percentzge of its ownership interest in the entirety of

the said Agreement.
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ARTICLE VI

Operating Company shall nat own any night, title, iaterest or estate in
or under the Agreement or any Development Lease created thereunder or
in any of the Petroleum produced from any Exploration Block or
Development Lease thercunder or in any of the assels, 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 EGPC or CONTRACTOR under the

Agreement. Operating Company shall not make any profit from any

source whaispever.

ARTICLE VI

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that Operating
Company shall decide, take action or make a proposal and the like, 1t 15
understood that such decision or judgment is the resuit of the decision or
judgment of EGPC , CONTRACTOR, or EGPC and CONTRACTOR, as
may be required by the Agreement,

ARTICLE YiII

Operating Company shall have a Board of Directors consisting of
eight (8} members, four (4} of whom shall be designated by EGPC and
the other four {4) by CONTRACTOR. The Chairman shall be designated
by EGPC and shall also be a Managing Director. CONTRACTOR shall
designate the General Manager who shatl also be a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shall be valld if a majonity of the
Directors are present and any decisiom taken at such meetings must have
the affirmative vote of five (5} or more of the Dirgctors, provided,
however, that any Director may be represented and vote by proxy held by

another Drector.
ARTICLE X

General meetings of the Shareholders shall be valid if a majority of
the capital stock of Qperating Company 1s represented therear. Any
decisions taken at such meetings must have the affirmative vote of

Shareholders owning or representing 3 majonty of the capial stock,
ARTICLE XI

The Board of Dirgctors shall approve the regulations covering the
terms and conditions of employment of the personnel of Operalng
Company employed directly by Operating Compary and not assigned
thereto by CONTRACTOR and EGPC,

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

of Article X hereof.
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ARTICLE X1

Operating Company shall come into existence within thirty (30) days
after the date of Commercial O1l Discovery or within thirty (30) days
after signature of a Gas Sales Agreement or commencement of 3 scheme

to dispose of Gas as provided for in the Agreement {unless otherwise
agreed by EGPC and CONTRACTOR),

The duration of QOperating Company shall be for a peniod egual w
the duration of the said Agreement including any renewal thereof, anjess
otherwise agreed by EGPC and CONTRACTOR.

The Operating Company shall be wound up if the Agreememt

referved to above is terminated for any reason as provided for therain.

PENNZOIL BENI SUEF, INC.,

EGYPTIAN GENERAL PETROLEUM CORPORATION

By : ol O A e e e e e gl e g gty b o e B o N N R el e b e o
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE]
GENERAL PROVISIONS
{a) Definitions

The definttions comtained it Article I of the Agreement shail apply to
this Accounting Procedure and bave the same meamngs.

{b) Statements of Activity

(1) CONTRACTOR shall pursuant 1o Article 1V of this Agreeniont
render to EGPC within thirty (30) days of the end of cach
calendar guarter a Statement of Exploranion Acuviy reflecung all
charges and creditz re¢lated to the Exploration operations
conducted in any portion of the Area not converted into a
Development Lease for that guarter sumimarized by appropriaie
classifications indicative of the nature thereof,

(2) Following its coming into existence, Operaiing Company shall
render to EGPC and CONTRACTOR within {iftcen {15) days of
the end of cach calendar quarter a Statement ot Development and
Exploration Activity reflecting all charges and credits related to
the Development and Exploration operagons conducied in any
portion of the Area converted nto a Development Lease for that
quarter summarized by appropriate classifications indicative of
the nature thereof except that tems of controdiable material and
umisual charges and credifs shali be detmied.
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(c) Adjustments and Audits

(1) Eacl, Quarterly Statement of Exploration Activity pursuant to
Article I (b) (1) shall conclusively be presumed to be true and
correct after three (3) months following the receipt of each
Statement by EGPC unless within the said three (3) months
EGPC takes written exception thereto pursuant to Article IV (f)
of the Agreement. During said three (3) month period supporting
documents will be available for inspection by EGPC during all
working hours. CONTRACTOR will have the same audit nghts
on Operating Company Statements as EGPC under this
sub-paragraph.

(2) All Statements of Development and Exploration Activity for
any calendar quarter pursuant to Articie I (b) (2) shall
conclusively be presumed to be true and correct three (3) months
following the receipt of such statement unless within the said
three (3) month period EGPC or CONTRACTOR takes written
exception thereto. Pending expiration of said three (3) months
EGPC or CONTRACTOR or both of them shall have the right
to audit Operating Company accounts, records and supporting
documents for such quarter in the sarne manner as provided 1n
Article IV (f) of the Agreement.

(d) Currency Exchange

CONTRACTOR s books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in the
A.R.E. in U.S. Dollars. All U.S. Dollar expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to U.S. Dollars at the applicable rate of exchange
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issued by the Central Bank of Egypt on the first day of the month in
which expenditures are recorded, and all other non-U.8. Dollar
expenditures shall be translated to 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 translating Egyptian Pounds or other

non-U.S. Dollar expenditures to U.S. Dollars.
{e) Precedence of Documents

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

Agreement shall prevail.
(D) Revision of Accounting Procedure

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

the light of future arrangements.
(g) No Charge for Interest on Investment

Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as

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

Subject 1o the provisions of the Agreement, CONTRACTOR shall

alone bear and, directly or through Operating Company, pay the
following costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered n accordance
with Article VI of this Agreement :

(a) Surface Rights

All direct cost attributable to the acquisition, renewai or

relinquishment of surface rights acquired and maintained in force for
the Area.

(b) Labour and Related Costs

(1) Salarics and Wages of CONTRACTOR’'s or Operating

Company's employees as the case may be, directly engaged n
the various activities under the Agreement including salares and
wages paid to g:ulhgists and other employees who are
temporarily assigned to and employed in such activities. Such
salaries and wages to 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), salaries and
wages shall mean the assessable amounts for A.R.E. Income
Taxes, including the salaries dunng vacations and sick leaves,
but excluding all the amounts of the other items covered by the
percentage fixed under (2} below.
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(2} For expatriate employees permanently assigned to Egypt:

1. All gllowances applicable 10 salanies and wages;
2. Cost of established plans; and

3, Al travel and relocation costs of such expatriate employees

and their familics to and from the employee’s country or
point of origin at the time of smployment, at the time of
separation, or as a result of transfer from one focation to
another and for vacation (fransporiation costs for employees
and their families transferring from the A.R.E. to ancther
location other than their country of origin shall not be
charged 10 A.R.E. operations).

Couts under this Article I (b) (2) shall be deemed {0 be equal
to seventy-two percent {72%) for expatriate personnel
married and accompanied by their spouses and §ifty-seven
percent (57%) for expatriate personnel either single or not
accormypanied by their spouses 1o Egypt. These percentages
refer to basic salaries and wages paid for such expatnate
oersonnel including those paid during vacatiens and sick
leaves as established in CONTRACTOR's intermational
policies, chargeable under Article IHbM1}, Articie {1},
Article I and Article II(k3(3).

However, salaries and wages dunng vacations, sick leaves
andv disability are covered by the foregoing percentage. The
percentages outlined above shall be deemed to refiect
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CONTRACTOR’s actual costs as of the Effective Date with
regard 1o the followmg benefils, aliowances and costs ;

1. Housing and Utilities Allowance.

2. Commuoditios and Services Allowance.

3. Special Rental Allowance.

4. Vacation Transportation Allowance.

5. Vacation Travel Expense Allowance,

6. Vacation Excess Baggage Allowarnce.

7. Education Allowances (Children of Expatriate Employees).

8. Hypothetical {1L5.A, Tax Offset (which results in a reduction of
the chargeable percentage).

9. Sworage of Personal Effects.
10. Housing Refurbishment Expense,
11. Property Management Service Fees.
12. Recreation Allowarnce.,
13 Retiremernt Plan
14. Group Life Insurance.,
15. Group Medical Insurance,
16. Sickness and Disability,

17. Vycation Plans Pald {excluding Allowable Vacation Travel
Expenses).
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18. Savings Plan.
19. Educational Assistance.
20. Military Service Allowance.
2i. F1C.A.
22. Workmans' Compensation.
23, Federal and State Unemployment Insurance.
24, Personnel Transfer Expense.
25. National Insurance.
26. Any other Costs, Allowances and Benefits of a hike nature as

established in CONTRACTOR 's Inermational Policies,

The percentuges outlined above shall be reviewed at intervals of
three (3) years from the Effective Date and at <uch time
CONTRACTOR and EGPC will agree on new parcentages to be
used under this paragraph.
Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR’s
international policies which change or exclude any of the above
allowances and benefits.
The revised percentages will reflect as nearly as possible
CONTRACTOR’s actual costs of all its established allowances
and benefits and of personnel transfers.

(3) For expatriate employees temporarily assigned to Egypt all

allowances, costs of established plans and all travel relocation
costs for such expatriates as paid 1n accordance with
CONTRACTOR s intemational policies. Such costs shall not
inctude any administrative overhead other than what 1s
mentioned in Article Il (k) (2) .
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(4) Costs of expenditure or contributions made pursuant to law or
assessment imposed by govermmental authority which are
applicable to labour costs of salaries and wages as provided under
Article IT (b) (1), Article IT (b)(2), Article II (i), Articte H (k) (1)
and Article I (k) (3.

(c) Benefits, Allowances and Related Costs of National Employees
Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for oil companies operating in the A.R.E.,
all as chargeable under Article II (b) (1), Article II (1), Article IT (k)
(1) and Article II (k) (3). Severance pay will be charged at a fixed
rate applied to payrolls which will equal an amount equivalent to the
maximum liability for severance payment as required under the

A.R.E. Labour Law.

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

(1) Purchases

Material, equipment and supplies purchased shall be at the price paid
by CONTRACTOR or Operating Company plus any related costs

and after deduction of all discounts actually received.
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(2) Material Furnished by CONTRACTOR

Material required for operations shall be purchused directly whenever
practicable, except that CONTRACTOR may turnish such material

from CONTRACTOR's or CONTRACTOR’s Affiliated Companies'
stocks outside the A.R.E. under the following conditions:

. New Material (Condition "A')

New Material transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies' warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is no higher than intcrnational prices for
material of similar quality supplied on similar terms, prevailing
at the time such material was supplied.

2. Used Material ( Conditions "B" and "'C"')

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

b. Material which cannot be classified as Condition "B" but
which is serviceable for original function but substantially
not suitable for reconditioning, shall be classed as Condition
"C" and priced at fifty percent (50%) of the price of new
material.

c. Material which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate with
1ts use.

d. Tanks, buildings and other equipment involving erection Costs
shall be charged at applicable percentage of knacked - down
new price.
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(3) Warranty of Material Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond or
back of the dealer’s or manufacturer’s guaranty; and in case of
defective material, credit shall not be recorded until adjustment has
been received by CONTRACTOR from manufacturers or their
agents,

(e} Transportation and Employee Relocation Costs

(1) Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR’s or Operating Company’s

activities.

(2) Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatriate and national employees, as incurred and paid by, or

for, empioyees in the conduct of CONTRACTOR's or
Operating Company’s business.

(3) Employees transportation and relocation costs for national

employees to the extent covered by established policies.

(D) Services

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

(2) Cost of services performed by EGPC or by CONTRACTOR or
their Affiliated Companies 1n facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting

magnetic tapes and/or other analyses, shall be performed and

charged by EGPC and/or CONTRACTOR or their Affiliated
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Companies at an agreed contracted price. Major projects
involving engineering and design services shall be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies at

a negotiated contract amount.

(3) Use of EGPC’s, 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

1n excess of competitive rates currently 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 i1s mentioned in Articie TI(k)(2).

() Damages and Losses

All costs or expenses, necessary to replace or repair damages or
iosses mmcurred by fire, tlood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through thc exercise of reasonable diligence. CONTRACTOR or
Operating Company shall furnish EGPC and CONTRACTOR
wrilten notice of damages or losses incurred in excess of ten
thousand (10,000) U.S. Dollars per occurrence, as sSoon as
practicable after report of the same has been received by
CONTRACTOR or Operating Company.

{(h) Insurance and Claim

The cost of any public liability, property damages and other
insurance against liabilities of CONTRACTOR, Operating Company
and/or the parties or any of them to their employees and/or

outsiders as may be required by the laws, rules and regulations of the
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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 oil field practices, all related actual expenditures
incurred and paid by CONTRACTOR or Operating Company in
setttement of any and all losses, claims, damages, judgements and

any other expenses, including legal services.
(i} 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, includmg
attorney’s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of thern 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 aganst
the operations or the subject matter of the Agreement. In the event

actions or claims affecting the interests hereunder shall be handied
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by the legal staff of one or more of the padies werelo, 3 charge
commensurate with cost of providing and fumishing such services

may be made to operations.
(k) Administrative Overheaad and General Expenscs

(1) While CONTRACTOR 15 conducting Exploration operations, the
cost of staffing and maintaining CONTRACTOR s head office
mt the A RLE. andfor other offices established in the ARE, as
appropriate, other than field offices which will be charged as
provided in Article I (i), and excepting salaries of employees of
CONTRACTOR who are tempnrarily assigned to and directly
serving on the Area, which will be charged as provided in

Arucle 11 {b).

{2) CONTRACTOR s adminisirative overhead outside the AKE.
applicable to Exploration operations in the AR.E. shall be
charged each month at the rate of five percent (3%} of total Ex-
ploration expenditures, provided that no admimistrative overhead
of the CONTRACTOR outside the A.R.E. applicable to A.R.E,
Exploration operations will be charged for Exploration opera-
nons conducted by the Operatng Company. No other direct
charges as such for CONTRACTOR s adminsirative overhead
cutside the A R.E. will be apphied apamst the Exploration
obligations. Examples of the type of costs CONTRACTOR
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is incurring and charging hereunder due to activiies under
the Agreement and covered by said percentage are :

1. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.
3. Purchasing - Procuring materials, equipment and supplies.

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

3. Other departmaents such as legal, controllers and engmeering
which contribute time, knowledge and ¢xperience to the
operations.

The foregoing does not preclude charging for direct service
under Article 1D (2).

(3) While Operating Company is conducting operations,
Operating Company’'s personnel engaged in general clerical
and office work, supervisors and officers whose time is
generaliy spent in the main office and not the field, and all
employees generally considersd as  general and
administrative and not charged to other types of expense will
be charged to operations. Such expenses shall be allocated
esach month between Exploration and Development

operations according to sound and practicable accounting
methods.

{1) Taxes

Al taxes, duties or levies paid in the ARE. by CONTRACTOR
or Operating Company with respect to this Agreement other
than those covered by Article I {g) I of tus Agreement.
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(m) Continning CONTRACTOR Costs :

Costs of CONTRAUTOR activiics required ugnder the Agreement
and incurred exclusively in the A.R.E. after Operating Company js
formed. No sales expenses incurred outside or mside the ARE. may

he recovered as a cost,
(n) Other Expenditures ;

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

ARTICLE 111
INYVENTORIES
{(a) Periodic Inventories, Notice and Representation :

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR mventories shall be taken by Operating Company
of the operations maierials, which shall inglude all such materral,
shysical assets and construction projects. Written notice of intention
1o take inventory shall be given by Operating Company to EGPC and
CONTRACTOR at least thirty {30} days befory any mveniony 15 10
begin so that EGPC and CONTRACTOR may be represerted when
any inventory is taken. Failure of EGPC sadior CONTRACTOR w0
be represented at an inventory shall bind theri to accept the
inventary taken by Operating Company, who shall m that evend
furnish the party not represented with a copy thereof.
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(h) Reconciliation and Adjustments of Inventories :

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

ARTICLE IV
COST RECOVERY
(a) Statements of Recovery of Costs and of Cost Recovery Petroleum

CONTRACTOR shali, pursuant to Articie VIi of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
{15) days after receipt from Operating 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 guarter, if
any.

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

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

(5) Amount of costs recovered for the quarter.

(6) Amount of recoverable costs carried 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 cosis
recovered for the quarter.
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{h) Payments !

[ such Statement shows an amount due to EGPC, payment of that
amournit shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails 10 make any
such payment to EGPC on the date when such payment is due, then
CONTRACTOR shali pay an interest of two and one-half percem
{2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three {3} months U.S. Dollars deposits
prevailling on the date such interest is calculated. Such interest

payment shall not be recoverable.
{¢) Settlement of the Excess Cast Recovery Petroleumn ¢

EGPC has the right to take 1ts entitlernent to Excess Cost Recovery
Petroteurn under Article VI {a) of the Agreement, in kind during the
said guarter. A settlement shall be required with the renditon of such
Statement in case CONTRACUTOR has taken more than s own

entitlernent of such Excess Cost Recovery Petroleumn .
{d) Audit Right :

EGPC shall have g period of twelve (12) months from receip! of any
Statement under this Article IV in which to audit and rawse objection
to any such Statement. BGPC and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will

be available to EGPC during said twelve (12} month period.
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ARTICLE ¥
CONTROL AND MAJOR ACCOUNTS
{a) Exploration Obligation Control Account :

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amaunt of Explortation Expenditures reported on Statements of
Activity prepared per Article I (b) (1), less any reductions agreed o
by EGPC and CONTRACTOR {followmg written exceptions taken
by a Non-Operator pursuant to Article I {c} {1} hereof, in order 10
determine when minbmum Exploration obligations have been mel.

{h) Cost Recovery Control Account ;

CONTRACUTOR will establish a Cost Recovery Control Account
and an offsetting contra account o conirol therein the amount of cost
remaining o be recovered, if any, the amount of cost recovered, and
the value of the Excess Cost Recovery Petroleum, if any.

{c} Major Accounts ;

For the purposes of classifying costs, expenses and expenditures for
cost recovery 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 1o the
gxient necessary for the control of recovery of cosis and the
meatment of Cost Recovery Perroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 15 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement,
that any A.R.E. income taxes paid by EGPC on CONTRACTOR' s
behaif constitute additional income to CONTRACTOR, and this
additional income is also subject to AR.E. mncome tax, that is

"orossed up'.

CONTRACTOR s annual income, as determined m Article IIT (g) 2
of this Agreement, less the amount equal to CONTRACTOR’s
grossed-up Egyptian income tax liability, shall be CONTRACTOR s

"Provisional Income''.

The "gross-up value" 1s an amount added to Provisional Income to
give "Taxable Income", such that the gross-up value is equivalent to

the A.R.E. income taxes.

THEREFORE :

Taxable Income = Provisional Income PLUS Gross-up Value
AND

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

If the "AR.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, 1s constant and not dependent on the level of income, then :

Gross-up Value = A.R.E. income tax rate TIMES Taxable Income.
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Combining the first and Iast eguations above,

Provisional Income x Tax Rate

Gross-Up Value =
! -~ Tax Rate

Where the tax rate is expressed as a decimal.

The above computations are ilustrated by the following numerical
example, Assumning that the Provisional Income i3 8§ 10 and the
ARE Income Tax rate 1s forty percent {(40%), then the Gross-Up
Value is equal 10 ;

iix 0.4
$ e oz § 6,67
i - 0.4
THEREFORE $
Praovisional Income 10.00
Plus Gross-up Value 6.67
Taxable Income 16.67

Less : ARE. Income Taxes at 40% 6.67

CONTRACTOR s Income after Taxes 10.00
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