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CONCESSION AGREEMENT FOR ?ETRGLW
EXPLORATION AND EXPLOITATION
__ BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
REPSOL EXPLORACION EGIFTO S.A.
AND
MOBIL EXPLORATION EGYPT INC.
AMOCO EGYPT WEST MEDITERRANEAN BV,
N
WEST MEDITERRANEAN AREA
 BLOCK ©
ARE

This Agreement miade snd entered on this .t day of S G,
LI¥R%  , by sud between the ARAR KEPUBLIC OF EGYPT
{bereinafter  reforred 0 varionsly as TARE” or az the
SGOVERNMENTY), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a logal entity created by Law No. 167 of 1958 as
gended { -hereinaiter ‘referred 10 88 * BGPC ¥ ) and REPSQL.
EXPLORACION EGIPTO §.A., s Company orpdnized and existing
ander the laws of SPAIN (hercinafier referred to as “REPSOL';, MOBIL,
EXPL.ORATION EGYPT INC., .2 Company organized and existing
ander the laws of Dalaware, U.S.A. (hereinafter referced to as *‘M{)BH.»“} _.
 and AMOCO EGYPT WEST MEDITERRANEAN B.V,, & Company
organized and mstmg under-the daws of Netherlsnds, Chersinafier
referred to 25 ® AMOCOY . REF'S(}L MOBIL and AMOCO are
hersinafier referred to colicetively as "CONTRACTOR" and individually
8§ "CONTRACTOR Mmm“

o
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WITNESSETH

WHEREAS, il minerals, including petroleum, existing in mines and
quarrics in A RE., including the territorial waters, and in the seabed
subject to ifs junisdiction and extending bevond the territorial waters, are
the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession for the
exploration and caploitation of pewroleum s and throughout the area
referred to in Article 11 ( hereinafier referred to as the ' Area ), and
deseribed in Annex " A * and shown approximately on Aapex "B Y,
which are antached hereto and made pant hereof; and

WHEREAS, REPSOL, MOBIL and AMOCO agree {o undertake
their obligations pﬂmﬂaﬂ hereinafler as 4 CONTRACTOR with respect
to the exploration, development and production of petrolenm in WEST
MEDITERRANEBAN AREA (BLOUK ) and

WHEREAS, the GOVERNMENT desires hereby to prant such
Concession ; ami

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a cougession agreement with EGPC,
-zl with REPSOL, MOBTL, and AMOCO as 3 CONTRACTOR in the
said Area .

NOW, THEREFORE, the Partics hereto agree as follows:
ARTICLEL
. DEFINITIONS

{2} "Exploration™ shall include such geclogical, geophysical, aetial and
other surveys as may be contaited in the approved Work Programs
and Budgets, and the drilling of such shot holes, come holes,
stratigraphic- tests, holés for the discovery of Petroleum or the
appraisal of Petroleum discoveries and other related holes and wells,
and the purchase or acquisition of such supplizs, materiels, services
and oquipm:nt therefor, all 45 may be contained in the approved
Work Programs and szdgets, The verb “explore” means the act of
mnducung cxplmm
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(b) "Development” shali include, but not be Hmibted to, all the operations
and activities pursuant to approved Work Programs and Budgets
undier thiz Agreement with regpect 1o
(i) 1he drilling, plugging, deepening, side tracking, redrilling,
completing, pquipping of development wells, the changing of
the siatus of & well, and
(i) design, engincering, construction, instaliation, servicing and
saintenance of equipment, lines, systems facilities, plants and
ralsted operstions 16 produce and operate seid development
wolls, tking, saving, tresting, handiing, storing, transporting
aud delivering potroleum, repressuring, recycling and other
sacondsary pecovery peajects, and
(i) transportation, storage and any other work or aciivities
necssaary or ancillary 10 the aciivities apac:ﬁn& in (1) and G0,

(¢} "Petroleum” means Jiquid crude oil of various densities, aapham RAS,
casinghead gas and all other hydrocarbon substances that may he

foand In, and prodiced, or otherwise obtained and saved from the
Ares under this Agreomaent, and all substances that may be extracied
therafrom,
(d) “Liguid Crude Oil* or “Crude Ol or "0il" means any hydrocarbor
produced from the Arca which 18 in & liquid state at the welihead or
jsass separstors o which s extracied from the gis or casinghead gas
in & plant, Such liquid state shall exist at sixty degrees Fahranheit
(65 F} and aumospherlc presmure of 14.65 PSIA. Such term ineludes
distiliate and condensate. ) |
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(e) " Gas" means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therein.
Said term shall mciudc residual gas, that Gas remaining after
removal of ‘LPG

() " LPG" means liquefied petroleum gas, which is a mixture principally
of butane and propanec liquefied by pressure and temperature.,

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

(h) {1) "Commercial Oil Well" means the first well on any geological
feature which after testing for a period of not more than thirty

- (30) consccutive 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 Ihpusaﬁd

(2000} Barrels of oil per day (BOPD). The date of discovery of a
"Commercial Oil Well" is the date on which such well is tested

and completed according to the above. ' '

(2) "Commercial Gas Well" means the first well on any geclogical
feature which after tcstmg for a period of not more than thirty
(30) consecutive days where prnculcal but in any event in
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
_producmg at the average rate of not less than fifteen million
(15, 000 ,000) standard cubic feet of Gas per day (MMSCFD).
The date of discovery of a "Commercial Gas Well” is the date
‘on which such well is tested and completed according to the
above .
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(i) "A.R.E." means ARAB REPUBLIC OF EGYPT.

(j) "Effective Datc" means the date on which the text of this Agmt
is signed by the GOVERNMENT, EGPC and CONTRACTOR, after
the relevant Law is issued.

(k) (1) "Year" means & period of twelve (12) months according to the
Gregorian Calendar.

(2) "Calendar Year" means a period of twelve (12) months according
to the Gregorian Calendar being 1st January to 315t December.

(1) "Financial Year" m¢apns the GOVERNMENT's financial year
according to the laws and regulations of the A.R.E.

(m) “Tax Year" means the period of twelve (12) months according to the
laws and regulations of the A R.E.

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

(i) of which the share capital, cunfc.rrmg a majority of votcs at
stockholders' meetings of such cnmpan}r, is owned dirccﬂy or
indirectly by a party hereto; or

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

(iii) of which the share capital conferring a majority of votes at
stockholders' m:l:tmgs of such mmpany and the share capital
cunfemng a majority of votes at stockholders' mﬁ:tmgs of a
paity hereto arc owned directly or indirectly by the same

company, or
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(iv) which directly or indireetly coutrols, is controlied by o 1s undar
common conro! with 3 Party hereto. For e puropse of this
definition, the word control” means the right to exercise more
than fifty percent {S0%) of the woting rights at stockholders'
meeiings.

(¢) "Exploration Block" ghall mean an ares, the corner points of which

have to be coincident with six {(6) minute by six {6} minute Jatitude
and longitude divisions, according to the International Grid System
where possible or with the existing boundarics of the Area covered
hy"this Concession Agrestnent a5 sot out in Annex "A"

{p} "Development Block™ shall mesn an area, the coraer poinis of which

a3

have to be coincident with one (1) minute by one (1) minate Tatitude
and longimde divisions, according to the Interpational Grid Systern
where passible or with the sxisting boundarics of the Arca covered
by this Coucession Agrecment as sct ot in Annex “A“ o

*Development Lease(s)" shall mean the Development ‘Bloek or
Blocks covering the geolopical stnicture capable of production, the
comer poings of which have to be coincident with one (1) manute by
one {1} minute latitude and longiude divisions according to the
Interpational Grid System where wﬁibid or with the oxisting
boundaries of the Area coversd by this Concession Agreement as sot
out in Annex A" .

() “Agresment” shall mean this Concession Agreement and its Annexes.
{8} "Gas Sales Agresment” shall mean & written agrecment between

EGPC and CONTRACTOR (as sellefs) and BGPC (as buyer), which
containg the terms 2! conditions for Gas sales from a Dévelopment
Lease entored into pursuant 1o Axticle VI (z),
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(1) “Standard Cubic Foot" (SCF) is the amount of gas nscessary to fill
one (1) cubic foot of space at atmospheric pressure of 14,65 PSIA at
& base temperatute of sixty degrees Faluvenhest (60° F).

{u) "Work Program and Budget shall mean a written pian and
presentation describing the Petroleum operations and forecast
expenditures for such operations which must be catried out over a
specific period. For the pourpose of this Agreement, Work Program
and Budget means an Exploration Work Program and Budget or a
Development Work Program and Budget, which shall include a
forecast of production.

{v} "Countable Commitraent Well” ghall mean s well which has heen
drilled to the stratipraphic level or depth specified in the relevant
Work Program and Budget approved by EGPC, or , before reaching
such level or depth, iv which one or more of the fulldwing OCeurs:

(i} Encountering Peotroleum besring formstions whick
CONTRACTOR believes constituie a discovery ; or

(31) A depth of 200 feet has been drilled below the depth specified for

such well without reaching the objective stratigraphic level; or

{ii) Basement is encountered. For the purpose of thiz Arficle,
“basement” means any igneous or metamorphic rock; or

{iv) Encountering insurmountable technical problems which, in
accordance with good oil fieid practice, makes further 'driHing
impracticable ot tinsafe.
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If & sitpation mentioned hereinabove should oceny, CONTRACTOR
shall promptly report the circumstances o EGPC, along with its
proposat for discontinuing the deilling operations. In such svent, the
Countable Commitment Well shall be counted a5 an Exploration
well under Article IV for purpose of the Work Program and Budget
in the relavant exploration pevied.

ag} “Shallow Water” shall mean the offshore ares falling between the
high tuie line and the one hundred (100) mater water depth contour
line.

bh} “Desp Waler™ shall mean the offshore arex falling beyond and deeper
than the one hundred (100) meter water depth contour line.

ARTICLE II
ANNEXES 70 THE AGREEMENT

Annex YAY is a description of the area covered and affected by this
Agreerent, bereinafter reforred (¢ a3 the “Anes”.

Anncx "B* is a provisional illustrative map on the scale of

1:300,000 indicating the Area covered and affested by this Ag?'i;t:meut
and describad in Amnex "A", -

Aunnex "C" is the form of a Chaxter of the Operating Company to be
formed 2s provided for in Article VL.

Anpex "D is the Accounting Procedure,

Annex "E'" is a4 current wap of the National Gas Pipeline Grid
System established by the GOVERNMENT, The point of delivery for
Gas shall be agreed upon by BGPC and CONTRACTOR under 8 Gas
Sales Agreement, which point of delivery shall be located at the flange

conneiting the dcvalﬂpﬂmut jzase pipeline 1o the nearest point on the
Natiomal Gas pipeling Grid System ag depicted in “Annex YE* ar
atherwise agresd by EGPC and CONTRACTOR.
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Anncxes "AY, "BY, Y DY and "B wo this Agreement are héreby
made part hereof, and they shall be considered as having equal force and
effect with the provisions of this Agreement .

ARTICLE I
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR
subject to the terms, covenants and conditions set out in this Agreement,
which insofar as they are contrary 0, or inconsistent with apy provisions
of Taw Na. 656 of 1953, as amended, shall have the force of Law,
an exclusive concession in and 1o the Area described in Annexes " A Y
m nﬁﬂ' '

(a8} The GOVERNMENT: shall own and be -entitled, as hersinafter
provided, 1o a royalty i cash of in kind of ten percent {10%) of the
total quantity of Petroleum produeced and saved from the Area during
the develepment period including renewal. Said royalty shall be
borpe and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of rovalties by EGPC shail not be
deemed to resolt in Income sttributable to CONTRACTOR.

{b) An initial Bxploration period of four (4) years shall start from the
Effective Date, Two {2} sucoossive oxieasions to the initial
exploration period, of three {3} years and of two {2) years
respectively, shall be granted to CONTRACTOR at its option, upon
not less than thirty {36) days prior wiitten notice to EGPC, such
notics to be given not later than the end of the then current period, as
may be extended pursuant to the provisions of Agticle V (a), and
subject only to its baving fidfilled its obligations hercunder for that
period, This Agreement shall be terminated if neither a Commiercial
Oil Discovery nor 8 Commmercial Gas Discovery is esteblished by the

‘end of the ninth (9th) year of the explorstion period, as. may e
extended purmant to Article 'V {a} “The election 1;3: BEGPC to
undersake a sole risk venture under ‘parsgraph (¢} below shall Bot
extand the exploration pericd nor sffect the temmination of this
Agrecrent s 10 mnmcrqa “
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{2} Commercial Discovery -
(3 A Commercial Discovery- whether of O or Gas- may consist of

one producing reservoir or & group of producing reservoirs
which is worthy of being developed commercially. After
discovery of a Commercial Oil or Gas Well CONTRACTOR,
shall, unless otherwise agreed upon with BGPC, undertake as
part of its Exploration program the appraisal of the discovery by
drifling one ot more appraisal wells, to deteroiine whether such
discavery is worthy of being ﬁﬁ?ﬂﬁﬁﬂd commerciatly, taking
into consideration the recoverable reserves, production, pipeline
ard terminal facilities required, estimated Petrolewm prices, and

-all Dﬂlﬁ‘ ml::vam tmhmcal and mmm:: facm

fes

The pmvrsmns 1aid down herein pﬂstulam the umt:f sod
indivisibility of the concepts &f Commercial Discovery and
Development Lease, They shall ap;:tg uniformly 1o O and Gas
unless otherwise spwlﬁnd

(i1} CONTRACTOR shatl give potice of a Commercial B:mvcry to

EGPC immedistely after the discovery is comsideged by
CONTRACTOR tobe wmhy of commercial mw: but
in any event with respect to @ Codmercial ‘Oft Well, in Deep
Water, not later than cightoen (18) nwowdhs following ﬂﬁﬂats'nf
the discovery of the Commercial il Well, or with respect to a

LCommetcial Gas Well, in m&p Wmfmt Iaturm thirty.:(30)
months following the dats of thesdiscovery of.theiCommerdial

CGas Well, or with respect to 8 Comvoeraial Qi Well, in Shallow
Water or Onshore, not Jater than teeive (12) months following
the date of the discovery of the Commercial Oit Well, or 'with
respect to 2 Commercipl Gas Well, in Shallow Water or
Onshoie, not 1ater than twmtg four (24) menthes fnllnwing the
date of the dmmvnryofﬂmﬂammmulﬁmi‘?eﬂ {unltssEGPC
agrees -that Jsuch | periods “may .be. extended) , exbep t -that
m&m&mmmmﬂmmwﬁm@nmﬁ

Commercial Discovery .With resptdt 6 any’ !ﬂﬁﬂﬁﬁir "o

reservoirs even if - the - wWell ; of ~weills- therson- ate not
"Cﬂnunﬂrmnl“ mﬂm the dﬂ"uﬁum uf "‘Cmmmciai W&li“ if, in
its opinion, a veservoir or & Broug of 1 mwmrs, considersd

“volleetively, could be worthy of pomenercial &cw:iammt.



VA L e 8 5 (D) o VA skl = e J 5 0 YA

130 W il 3 Sl (ool LAY s ey oF i Liad 341 Jslia);
| S s ol a2t ks ] B ek
UL LS 5Ll g lond) SLAZENL o) Ues Y] fpamiang ol ity
Jimas isll paisy JWI SLblaal e 4 pamdt inlud] Lol y LiliaS™ dlaicll
ALY oy Yl
SLaSl U] e dag Ly (1) o I 5 L SRR, Lo pinf s
SV i ity o b gy dealb] UL LS Loz s 5L S Sl A
SNl b sl GV 1) s - o L] 35m5 Lo L
- gl LAY 2y Je Laa Jylilhy gl a Gilys
oS iy S Lt AT Jglall o iy oy oo 3 LA (5 51 (£)
dnly g o Laadih dnp iingld g Gl ¢ () 32000 0da 3 el 5,500
Une] Syl gz LG 3 oy kel Sanamll 3l + Lz o (V)
1,....{\«1,..;........,.L..:.14q,i ...L,I.I._.;JL-‘.JIJL::..'?‘YI.;_,LE;-I
|L,.au: ,J]mwlflaii\..uﬂdﬂulﬂyﬁ:.ﬂ‘fﬂJUFm
L5 » enad¥ 2 JLaST dong g (V) e 2005 o Liniish iyl Biese
o R 5T oo sl 3 a5 2 IS 51 € ol ALE
J”fupu]’.ll e M o ll W S S u,u, £55 T
MMLU:_;iayuquul.p_,ujwjduJﬁ _,.J’la....iu__,.n-'
_,LL,':nLu._,....._.,.,ul...,.u LL..f..iu.uJ_,Ldl u‘,m..iu.. Loy (N2
b A :.I,ll ‘_,.-u-_,l,..J-lu..-_S,J'l dUa‘_,Eu Al Baaondd Lol ayud
-'4....11 2y 1 5 N JOR | cl....‘:‘l Ty ,..g._i_,_.,,u Sy
aadasl oo Lagy (1) G108 Moyl G ;u.u.‘..,ml..dm
Gl ot} (N0 b Ll 20 RS e of Yl .;u.-.'
t....a-.uhd'l.llmuij &wa :‘,.-_gdb-‘_,u...ll.u“ﬂm,_,t
. #3amdl uL.lla.l‘JLuJL, l‘.i;,'h.TH -\,,Jh.r"'ﬂ alb un_,...n.r



‘" VAR T ol & i () U VA sl = oy 4

S—

CONTRACTOR may also give a notice of a Commercial Qil

Discovery n the event it wishes to undertake a Gas Recycling

Project. :
A notice of Commercial Gas Discovery shall contain all detallcd

particulars of the discovery and especially the arca of Gas reserves,
the estimated production potential and profile and ficld life,

Within sixty (60) days following receipt of a notice of a2 Commiercial
Qil or Gas Discovery, EGPC and CONTRACTOR shall meet and
rcview all appropriate data with a view to mutually agrecing upon
the existence of a Commercial Discovery. The date of Commercial
Discovery shall be the date EGPC and CDNTRACT OR jointly agree
that a Commercial Dimﬂ'}‘ exists.

(iv) If Crude Oil is discovered but is not-deemed by CONTRACTOR to
be a Commercial Qil Discovery under the above provisions of this
paragraph (c), EGPC shall onc (1) month after the r.xplraunn of the
period specificd above within ‘which CONTRACI'OR :an give
notice. of Comunercial Qil Discovery, or ninctoen (19) munths after
the completion of a well not considered to be a"Commerciat Qil
W:ll“ where the well is 1:1 Decp Watcr or thirteen (13} months after
the completion of a well 1ot considered to be & "Commercial Oil

Well" where the well 14 in Shallow Water or Onshore, have the right,
following sixty (60) days notice in writing to CONTRACTOR, at
its sole cost, risk and expense, to develop, produce and dispose of all
Crude Oil fiom the geological feature on which the well has been
drilled.iSaid -notice -shall 'state the ‘specific ‘area covering said
gc.ulnglcnl feature to be devcloped, the. wells to be dnll:d ':h::
productmn famlmr.:s to be-installed and EGPC‘E :sumatod. cost
théreof.”Within thifty '(30) days after receipt of said notice’
CDNTRACTOR ‘may, .in ‘writing,’ :lcct m develup' such’ arca as
prowldedfurmth:cqmomenmcmalevery hereunder. In such
cvent : nll terms of this Agm:mcnt shall continue to apply to the

spaclﬁedm_
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If CONTRACTOR clects not 1o develop such area, the specific
aren covering said geological feature shall be set aside for sole risk
operations by BGPC, 'such area to be mutually agreed mpon by
BOGPC and CONTRACTOR on the basis of good petroleum industry
practice. EGPC shall be entitied fo perform, or in the event
Qperating Company has come inlo exisience, o have Operating
Company perform such operations for the account of EGPC and at
BGPC's sole cost, risk and cxpense. When EGPC has recovered from
the Crude (3] prodeced from such specific area a quantity of Crude
il equal i value {0 three hundred porcent {300%) of the cost it has
ipcwrmed in carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been 2 sepanate
. Commescial Oil Discovery, cisewbere withio The Ares, (o share in
further development and production of that specific ares upon paying
EGPC one hundred percent (100%) of such costs incurred by EGPC.

Such one hurxired percent (100%) paymeat shall not be recoversd by
CONTRACTOR. Immediately following such payment the specific
srea shall cither (i) severt (o thc: status of xn ordinary Ep?cimt
Lesse under this Agreement and thercafter shall be operated in
accordance with the ferms hereof: or (i} alternatively, in the évent
that at such tme EGPC or s Affiliated ﬁampmzy is candu::nﬂg
development operativns in-the arca.at its sals @ i:xpcnm and EGPC
glects to continue ﬂpﬂnung, the m shail remain set- as:d# and
{:{}m{:r OR shail only be cotitléd 10 ifs pmdut::iiﬂn sharing
percentage of the Crude Ol &3 specified in Article VI () below.
The sole risk Crude Ol shall be valued jo the tmanner provided in
Article VI @:} In the event of any tormination of this Agresment
under e provisions of Articlé T ') above this Agresthont shall,
however, continuc-to apply (0 BGP('s operation of any sole tisk
\*mmrc h:mugdgrﬂal;hang,h :such Agrecsient, 3ha]1"hav= been
ternated (with' Jespect 10, CONTRACTOR: purstant to the
provisions of Article T (b).
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{&) Conversion 1o 3 Development Lease:

{1} Faﬁewmg a Comuunercial Gil Mc:way or 3 Commercia! Gas
Discovery the extent of the whole area capable of production to
be covered by & Development Lease shall be mutaally agmf;d
upon by EGPC and CONTRACTOR and be subject 1o the
approval of the Minister of Petrolenm. Such area shall be
converted automatically into a Development Lease without the
issue of any additional legal instrument of permission.

{11} Following the conversion of i aren ¢ 3 Development Lease
based on 2 Commuescial Gas Discovery (or upon the discovery
of Gas in a Developetient Lease granted following a Commercia
Gil Discovery ), BEGPC shall endeavor with diligence to find
gdequate Iocal markets capable of absorbing the production of
Cas and shall advise CONTRACTOR of the potential outlets for
such Gas, and the expected annual. schedule of demand,
Thereafer, BEGPC wixd CONTRACTOR shall mect with a view 10
assessing whether the outlets for such Gas and other relovant
factors warrant the development and production of the Gas and in
case of agrecment the Gas thus made availabie shall be disposed
of to EGPCunder a Tong-term Gas sales Agreement in accordance
with and subject to the conditions set forth in Articld VI,

(i} The development pericd of sach Development Lease shall be as
follows: '

{aa) In respect of # {Imrmmai 0} I}Wﬂy swenty {20} years
rmﬁtﬁmnﬁﬂcﬁ Coramercial Discovery pkzs!heﬂp&m
Extension Period {as defined below) provided that, in the event
that, subsequent lo the conversion of a Commercial Oit
Discovery into & Development Laase, Gas is discovered i the

sams Developrent Lease and is used or is capable of being used
locally or for export herennder, the period of the Development
Lease shall-be extended only with xespect to such Gas, LPG
extracted. from such - Gas -apd Crude: Oil -in the form of
m&mmmwd withm{hs for twenty {ZB} years from
the date of first defiveries of Gas focally or for expéxt plus the
Optional Extension Period (as defined below) provided that, the
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duration of such Development Lease based on a Commercial Un
Discovery may not be extended beyond thirty-five (35) years
from the date of such Commercial Oil Discovery.. Unless
otherwisc agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petroleum . -

CONTRACTOR shall immediately notify EGPC of any Gas
Discovery but shall not be required to apply for a fiew
Development Lease in respect of such Gas .

( bb ) In respect of 2 Commercial Gas Dlscuvc:ry twcnt}' (20) yﬁal‘ﬂ

from the date of first delivenes of Gas locaily or for export
plus the Optional Extension Period (as defined below)
provided that, if subsequent to the conversign of a (;omrﬂcrcial
Gas Discovery into a Development Lease, Crude Qil is
discovered in the same Development Lease, CONTRACTOR's

share of such Crude Oil from the Dcv:lopmcnt Lease (cxccpt
LPG cxtracted from Gas or Crude Qil in the form of
Condensate produced with (Gas) and Gas associated with such
Crude Oil shall revert entirely to EGPC upon the lapse of
twenty (20) years from the date of such Crude Qil Discovery

plus the Optional Extension Period (s defined below).

Notwithstanding, anything to the contrary ‘under this
Agreement, the duration of a Development Lease based on a
Commercial Gas Discovery shall in no case exceed thirty-five
{35) years from the date of such Commercial Gas Discovery,

unless otherwise agreed upon between EGPC and

CONTRACTOR and subject to the approval of the Minister
of Petroleum.

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

The "Optional Extensjon Period" shall mean a period of five

(5) years which may be elected by CONTRACTOR upon six
(6) monthg written notice to EGPC prior to the expiry of the
relevant twenty (20) year period.



\'H"\.'i:..._,.;l..ﬂ‘_,i(hc,l:m sdadt = G 3 s b vy

'
— e ikl

e o LW T (PR W[ W T (oa)
Uiy a3 )y L, Aaally a3 20 5 g el sl b
| ;HJ.HIUJ;J[LMIquJ@jIJJLJu}ILJsJi;1,.11
phiioy of L.a..lr,‘..llu.._, JalSOG 22 05 ik A e Tu.ll
Ty Jadl Sl éif'-a--'-:a‘-b_sl-i-f—:—- Jytly 3l 5l arlall 5U1
GLBY CJL...-._;L...: e e} isui ]
p s 5 b Aaliziaaslind, ‘-t.r“u-'dju' gl u*-'-"‘!f-’-" do gy
._;JL;._JiuL.Lm%.‘,L,,uL,.,m@;thmu.'_ 3
_db-.:ﬁa.r-! Lo a3y Lin dpusall g Und oo |ppd ol amg G ol
el dis S o\ Gl
Aol eman Mas o Ul i i) 3y o it ol (3 2o U3 IS
.gu*guu;yﬂw!ﬁm‘nggguiw s dpuidfl ake  dni
o U,M-I_,..._,L.!i@g_,...ﬂ&;-d-.x,ll ilet.a.uc.s, X
oo m s Wl U Hji_, Sl e illes U6 o Al dagll ol o) L
i i 5 S0 i g g 81« LPGry Sl dy il 2 5] e Y53
eyl Uids wld3 (Jp5 (2l claleadly LW 28201 dhl ke " S
.m_l.ls.-l ISy D pedl) iy 2 il Aty 5L J_,.a-uu_..n_,ll Rkl
Wis 3y S0 g U2 ] G o 1 e s i, . iraasS b 5L pony Sl |
oIl aie (Mosy s S L Glasll Latl e 2 o ey ST R g 23 ]
WO e dngll Gily



- (AL TUIR VL SR FECRVIRER B W IV L

R

AT AR e b, e b o R,

{¢) Devclopment operations shall upon the issuance of 2 Development
Lease gramed following a Commercial Off Distovery, be started
prompily by Operating Company and be conducted in accOrdance
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully devgloped, it being
understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid impairing the production m the interests of the pastics.

in the event no Commercial Production of Oil in repular shipments is
established in any Development Block within four {4) years from the
date of the Commercial Ol Discovery, such Development Black
shall immediately bﬁ;ﬂh&qmshué, unless there is & Commuercial Gas
Bmv:ry on the Pevelopment. I.cast..

Each Developmient Block i a Development Lease being partly
within the radius of drainage of any producing well in such
Development Lc:iag shall be considered as participating in the
Commercial Production referred 1o sbove.

Development opexations in respect of Gas and Crude O in the form
of condensate o LG to be produocd with or extracted from such
Gias shall, upon the signatyre of 2 Gas Salcﬁ Agrecment or
commencement of a scheme to dispose of the Gasﬂwhathﬁr for capont
as referred o In Articie VI or otherwise, be stanted promiptly by
Operaiing Company and be conducted in accordance with good gas
field practices and accepted petrolenm engineering principles and the
pravisions of sach Agreement or scheme. In the event no
Commercial Production of Gas is established in accoidance with such
agreement or scheme, the Development Lease relating to such Gay
shali be relinguished, unless otherwise agreed upon by EGPC.
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If, upon applicatioa by CONTRACTOR it is recognized by EGPC.
that Crude O or Gas is being drained from 2 block under this
Agreement into a2 Development Block on an adjoining concession
area, the Block being drained shall be considered as participating in
the Commercial Production of the Development Block in question
witl: the enstring allocation of costs and production (caloulated from
the Effective Date or the date such drainage occurs, whichever is
fatery Detween the two concession areas. The allocation of such costs
and production under sach concession agreement shall be in the same
proportion that the recoverable reserves in the drained geological
structure underiying cach concession area bears io the total
recoverable reserves of such structure undeclying both concossion
arezs. The production allocated 1o a ¢onbeession area shall be pricad
according to the concession agreement covering that concession anea,
Failure by the parties in cach concession arca ic agree on the
allocation of costs and/or production for such separate developrnent
leases shall be resolved by expert determination, the expért to be
agreed upon by the two concerned partics. BGPC shall interfere and
induce the party or parties in each concession area to fully cooperate
and resolve the drainage matter in an expediont manner as per the
expert decision, such thal neither party shall be unjustifiabiy
enriched.

{f} CONTRACUTOR shall bear and pay nil the costs and oxpenses
required in carrying out all the operations under this Agreement but
such cosis snd expenses shall not inclide any interest oo Investment.

CONTRACTOR shall look only to the Petroleum 1o which it is
entitied under this Agrecment 10 recover much costs snd expenses.
Such cosis and exponses shall he recoverable as provided in Anticle
VIL During the term of this Agrecment and its renswal, the total
production achicved in the conduct of such Operations shall be
divided betwean EGPC and CONTRACTOR in accardance with the
provisions of Article VIL
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(£) {1) Without prejudice to other provisions of this Agreement,
CONTRACTOR shall be subject (o Egyptian income tax 1aws and
shali comply with the requirements of such hows with respect 1o
the filing of retummns, the assessment of fax, and Kedping and
showing of books and records,

{2} CONTRACTOR's annual income for Egyptian income tax

purposes under this Agreement shall be an amtount mZmZatﬁd a8
 follows:

The total of the sums recsived by CONTRACTOR from the sale
or other disposition of all Perroleam acquired by CONTRACTOR
pursuant o Article VI, (3} and Azticle VI (o)

Redoced by -
{1) The custs a'mi ﬂxpcm of {:&Nmmm

(i} Yhe value as determined amﬂrdmg 10 Anticie VI {g), of

EﬁFC'a share of the Excess Cost Rﬁﬂﬂ?ﬂfﬁf Perrpleum repaid
"t EGPC in cash or in kind, if any;

Flus:

An amount squal to CONTRACTOR’s Egyptian income taxes
grossed up in the manner shows i Anoex * D" Articls VI

‘For purposes of above tax deductions in any Tax Year, Article

Vil {2) shall apply only in respect of classification of sosts and
expenses and rates of amortization, without regard to the
percentage limitation referred fo in the first paragraph of Article
VI {2) (13 Al vosts and expenses of CONTRACTOR in
conducting the operations ueder this Agreement which are not
controlied by Article VI {2) as sbove gualified shall Be
deductible iy accordance with the provisions of the Egypiian
Income Tax Law,
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{3} BGPC shall assume, pay and dischargs, in the name snd on behalf of
CONTRACTOR, CONTRACTOR's Egyptian income tax out of
BGPC's share of the Petroletim produced and saved and not used in
am&m; under Article VII. Al taxes paid by BGPC in the name
and on behalf of CONTRACTOR shall be considered income to
CONTRACTOR as cakulated in scoordance with Annex "DV Asticle
Vi

{4} BGPC shall fumish o CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR's Egyptian incoms tax
for each Tax Year within ninety (30) days following the receipt by
BGPC of CONTRACTOR's tax declaration for the préceding Tax
Year. Such receipts shall be issued by the proper Tax Authoritics and
shall state the amount and other particulars customary for such.
receipts,

(S} As used herein, Egyptian Income Tax shall be inclusive 6f all income
faxes pavable in the AR B {ipcluding tax on tax) such as the tax on
incoms from movable capital and the tax on profits from commerce
and industry and inclugive of taxes based on wmcome or profits
including &l dividends, withholding with mspest to shaveholders and
other faxes imposed by the GOVERNMENT of ARE. on the
disiribution of income or profits by CONTRACTOR.

{6) In caleulating its AR.E. income taxes, BGPC  shall ix entitled 1o
deduct all rovslties paid by BOPC to the GOVERNMENT and
CONTRACTOR's Egyptian income texes paid by EGPC on
CONTRACTORs behalf. BOPC shall not ¢pedit diroctly or indirectly
CONTRACTOR's Egyptian income taxes agaiast BGPCs Egyptian
Income faxes,
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ARTICLE IV
WORK PROGRAM AND EKPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six (6) months after the Effective Date, Not later than
the end of the eighteenth (18th) month after the Effective Date,
CONTRACTOR shall start Exploratory drilling in the Area, with a
commitment of drilling two (2) wells and acquiring 500 Kilometers

. of seismic during the initial exploration period. EGPC shall make
available for CONTRACTOR's use all scismic, wells and other
expioration data in EGPC's possession with respect to the Area as
EGPC 15 entitled to 50 do.-

(b) The initial exploration period shall be four (4) years. CONTRACTOR
may extend this Exploration period for two (2) successive extension
- periods. of three (3) years and of two-(2) years: regpectively in
accordance with Article 1lifb), each of which upon at least thirty (30)
days prior writien notice t0o EGPC, suh]cct to its’expenditure of its
minimum exploration obligations and of its fulfillment of the drilling
obligations hereunder, for the then current period. After drillidg of a
well is commenced, CONTRACTOR shali dlllgently pursue drilling
such well 1o'completion, or in accordance with Article I(V). ~

~CONTRACTOR shall spend a minimum of nine million (9,000,000)
U.S. Dollars on exploration operations and activities related thereto

~ during the inital four (4) yecar exploration period; provided that
CONTRACTOR shall acquire 500 Kilometers of ‘scismic and drill

“two (2) wills. For the first, three (3} year, extension p-cnod that
CONTRACTOR clects to extend beyond the .nitjal Explnratmn
‘period, CONTRACTOR shall spend ‘a2 minimum of nine 'million

- (8.000,000) U.S.Dollars and for the sccond, two (2) year, extension
period that CONTRACTOR elects to :xte.nd ‘beyond the three
(3)}'¢ar first extension period, CONTRACTOR shall spend a
minimum of cighit million (8,000,000) U.S. Dollars. During the first
extension period that CONTRACTOR elects to'extend beyond the
initial cxploration period, CONTRACTOR shall drill two(2) wells
and, during the second extension period CUNTRACTDR shall dritl
two (2) wells, |
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Should CONTRACTOR spend more than he mmimum amnount
required to be expended or diill more wells than the minimum
requited to be drilled or acguire more seismic, duting the initial four
{4} year exploration pcﬁﬂiitﬁr during any period thereafier, the
¢xcess may be subtracted from the minimum amount of money
required 1o be expended by CONTRACTOR or minimun number of
wells required to be drilied duving any succesding exploration period
o periods, as the case may be.

in case CONTRACTOR surrenders its exploration vights under this
Agréement as set forth above before ar at the end of the foursh (4th)
year of the initial exploration [H:nt:lﬂ having expended less than the
total sum of nine millioa (9,000 bUU) U, S Dollats on Explﬂmtmﬂ o
in the event ‘at the end of the‘fmr (4) YEALS, CONTRACTOR has
~expended less than said sum iri the Area, sl anionnt equal to the
difference betweén ‘the said nine (9,000,000) 1.8, Dollars and the
amount actually spent -on_Exploration shall begpaid by
mNTRACNRmEGPGatmnmunfmmmgﬁmﬂunﬂim
{3} months fram the end of the fourth (4) year of the initial
:xpimatmn p:nad as the c25c may be. ﬁny expeaditurs deficiency
by CONTRACTOR a2t the ead t}f sny additional peried fﬂr the
reasons above noted shﬁi sﬂﬂ,ﬁaﬂy m&it in 2 pamﬂnt by
CONTRACTOR to BGPC of sach {iﬂﬁﬂiﬁnﬂ}’ Praﬂsicé this
Agreement is stifl in force s o Qﬂmﬂ OR, Cﬂm{fmﬁ
shal b:: sntitied 1o recover any such paymm as ﬁxpiﬁmnm
Expenditure in the manner provided fof Hﬂtiﬁ!' Article VI in the
event of Commercial Production,
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Withont prejudice 10 Arnticte HI (b}, in ¢ase no Commercial Ofl

Discovery is established or no notice of Conunercial Gas Discovery

is piven by the end of the nimth {9th) year, as may be exiended-
purssant to Articls V{4), or in case CONTRACTOR swrenders the

Area under this Agresment prior 10 such time, BGPC shall not bear

any of the aforesaid expenses speni by CONTRACTOR.

{c) At lzsst féur (4) mﬂnths prior to the beginning of each Financial Year
or a1 such othel times a3 may mutually be agreed wbyEﬁFﬂaﬁd
CONTRACTOR, CONTRACTOR shall prepere an Exploration
Work Program and Budget for the Area setting forth the exploration
operations which CONTRACTOR proposes to carmy out during the
ensuing year. During each Exploration pericd, such Work Programs
and Budgets taken !ngmﬁm shall be at ieast sufficient o satisfy.
CONTRACTOR's mininmum experitwe obligations for the pesiod it
covers, taking into account any seedits for excess drifking o excess
expenditures by CONTRACTOR. in prior explosation periods.
The Bxploration Work Program sod Budget shall be reviewed by a
joint commitice to be established by EGPC and CONTRACTOR
aftér the Effective Date of this Agrecment. This tﬁmmﬂtceﬁ
hereinafter referred to as the “Explonation Advisory Continittee™,
shall consist of six (& meinbers, three (3) of whom shall be
appointed by BGPC and three (3) by CONTRACTOR. The
Chairman of the Exploration ' Advisory Commiities shall be
designated by EGPC from among the members appointed by it. The
Exploration Advisory Committes shall review and give such advice
as it deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Explomation Advisory
Commities, C{}NTR&GTQR shall make such revisions a3
CONTRACTOR deems appropriatc and submt the Exploration

Work Program and Budget to EGPC for its approvat .
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Following such approval, # is further agreed that:

{1} CONTRACTOR shall not substantially revise or modify zaid
Wark Program and Budget nor reduce the approved budgeted
expendituee without the approval of BGPC;

¢i1) Yo the event of emergencies involving danger of foss of fives or
property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to sleviate such
danger. Such expenditure shall be considerad in all respecis as
Exploxation Expesiditure and shall be recovered pursuant w0 the
provisions of Article VII hereof.

{8} CONTRACTOR shall advance il nceessary fumis; for sl
materials, squipment, ﬁupplms. personnel, administrstion and
operations pursuant to fhe Explovation Work Program and
Budget and EGPC shall not be rasporsible to bear or repay any
of the aforesaid costs.”

{e) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration 'Work Program which shail be
implementad in 3 workmaniike manner snd consistentwith good
mdusiry practicss.

Except as is appropriate for the processing of data, specialized
isboratory enginecring and development studies thegeon, 0 be
mute in specislized centors ouiside A, R, E., sll gmiagmai mcf
goeophysical stadies as well a8 any other studies related to the
performance of this Agreement, shall bo made inthe A R.E.

CONTRACTOR -shall enttust the management of Bxploration
operations in the A, R. E. o Its technically competent General
Menager and Deputy General Matiger. The names of such Managey
and Deputy General Manager shall, upon sppointment, be forthwith
notified to the GOVERNMENT and to EGPC. The General Manager
and, I his absence, the Deputy General Maoager shall be endrusted
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by CONTRACTOR with sufficient powets to carry out immediately
xif lawful written directions given 10 them by the GOVERNMENT
or #s rcpresentative under the wrms of this Agreement, All lawful
regulations issued or hereafier 1o be issued which are spplicable
hercunder and not i conflict with this Agreoment shall apply to
CONTRACTOR.

{(f) CONTRACTOR shall supply EGPC, within thinty {30) days from the
eird of each calendar quaricr, with a Statement of Exploration
Activity relating to Exploration which has been conducted in any
ation of the Arez not converted 1o a Development Lease, showing
costs incurred by CONTRACTOR during such gquarter.
CONTRACTOR’s records and necessary supporting documents
shall be available for inspeciion by EGPC at any time during regutar
working hours for thn:c (3) months from the date of receiving cach
statement.

Within the three (3) months from the date of mt:'ﬂiving séh
statement, EGPC shall advise CONTRACTOR in writing if it
comsiders:

{1) that the record of costs 15 not cmt;

{2} that the costs of goods or services supplied are not in line with
the intemational market prices for goods or services of similar
quality supplied on similar terms prevailing at the time such

" goods or services were supplicd, provided howevsr, that
purchases made and services pertormed within the AL R E. shall
be subject 10 Article XXVE;

{3) that the condition of the materials furnished by CONTRACTOR
does net islly with their prices; of
{4} that the costs incurrad ane not reasonsbly reguined for operations.

CONTRACTOR shall confer with EGPC in connoction with the problem

thus presented, and the partics ﬂmﬂ attemnnt to reach & sestlement which
is mutusily satisfactory,
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Any reimbursement due to EGPC out of the Cost Recovery Petroleum as
a result of reaching agreement or of an arbitral award shall be promptly
made in cash to BGPC, pius simple Interest 2t LIBOR plus two and half

perent (2.5%) per annum from the date on which the disputed amount (s}
would have been paid to EGPC according to Article VII (a) (2) and
Annex "D (i.e., the date of rendition of the relevant Cost Recovery
Statcment) to the date of payment. The LIBOR rate applicable shall be
the average of the figure or figures published by the Financial Times
representing the mid-point of the rates (bid and ask) applicable to one
month U, 5. Dollars deposits in the London Interbank Eumrocutrency
Market on cach fiftcenth (] 5th) day of eaclt month occurding between the

date an which the disputed amount (s} would have been paid to EGPC
and the date on which 1t is setled.

If the LIBOR rate is available on any fifteenth (15th) day but is not
published in the Financial Times in respect of such day for any reason,
the LIBOR ratc chosen shall be that offcredt by Citibank N. A. fo other
leading banks in the London Interbank Furocurrency Market for one
month U, §. Dollar depuosiis.

If such fifteenth (15th) day is not a day on which LIBOR rates are
quoted in the London Intesbank Burocumency Market, the LIBOR rate @
be used shall be that quoted on the next following day on which such
rates are quated

If within the time limit of the three (3) month period provided for in
this paragraph, EGPC has not advised CONTRACTOR of its objection o
any statement, such statement shall be considered as spproved.
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{8) CONTRACTOR shall supply all fonds necessary for its
opesations in A. R, E. under this Agresment in freely convertible
gurrency from ebroad. CONTRACTOR shell have the right 1o
freely purchase Egyptian currency in the amounts necessary for
iy operations i the ARE. from any bank or entity authorized
by the GOVERNMENT to conduct foreign currency exchanges.

(h) BGPC is anthonized to advance to CONTRACTOR the Egyptian
curpency tequired for the operations under this Agreement
ngainst receiving from CONTRACTOR an equivalent aimount of
U5, Dollars &t the official ARE. mte of exchange, such
amounts in US.Dollurs shall be depasited in an BGPC sccoumt
abroad with a correspoundent bank of the Mational Bank of
Egypt, Cairo. Withdrawals from suid account shall bo used for
financing EG!“'E‘E and its Affiliated Companies foreign CHTIRNCY
reguirements subject to the approvs! of the Ministor of
Petrolenm,

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
{a) MANDATORY :

At the end of the fourth {4th) year aﬁﬁr the Effective Date hereof,
CONTRACTOR shall relffiguish o the GOVERNMENT & total of

toenty five percent (25%) of the "original Area not then-converted fo &
Development Lease of Loases, Such relinguisbment shall be in units of
whole Exploration Blocks or parts of Exploration Blocks not converted
to Development Leases so 88 to tnsble the relinquishment requirements
to be precisely fulfilled.

At the end of the seventh (7th} year after the Bffective Date hereof,
CONTRACTOR. shall relinguish to the AFQVERNMENT an sdditional
mz:;aﬁm percent (25%) of the origifial Aséatior then canverted 1o &
Development Lease or Leases, Suahmkm&&mmnﬁhcmummaf
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whole Exploration Blocks or parts of Explorstion Blocks not converted
to Development Leases so as 10 enable the relinguishment roquirsments
10 be precisely fulfilled.

Withoot prejudice to Arviicies I and XXT and the last three
paragraphs of this Article V (1), at the end of the ninth (9th) year of the
sxploration period, CONTRACTOR shali relinguish the remuainder of the
Arca not then converted to a Development Lease or Leases,

It is understood that at the tme of any relinguishment the arcas to e
sonverted tnto Development Leases and which age submitted to the
Minister of Petraleum for his approval, according to Article HI {d) shail,
subject to sech approval, be deernnd converted to Developroent Leases,

CONTRACTOR shall not be required to relinguish any Exploration
Block or Blocks on which a Compmercial Gil or Gas Well is discoverad
before the period of time referred to in Article IH {0} given to
CONTRACTOR to determine whn:thi::r such Well is 2 Commtercial
Discovery winthy of development, of H}mhnquﬁh an Exploration Block
in respect of which a notice of Commercial Gas Discovery Pas been
given 10 EGPC subject to EGPC's right 10 sgree on the existence of &
Commercial Discovery pursuant to Article HI(c}, and without prefadics
10 the requirements of Article HI {e).

In the event at the ond of the initial expictation perod or cither of
the two successive extensions of the initial exploration peried, s well is
acinally drilling or tesung, CONTRACTOR shall be allowed up to mx (6)
months to cnsble it to discover & Commercial Oil or Gas Well or 1o
cstablish a Commercial Digscovery, ‘as the cuse may be. Howaver, any

mgmmﬁwmshiﬁmmmmwgﬁﬁfmcmt
succeeding expiceation period, as applicabls, by that amount.
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(b) VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinguish alt
or any part of the Arsa in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
rolinguishinent #s exploration obligations under Article IV (b) have been
satisfied for such penied;

Any relinguishments hersunder shall be coredited toward the
mandatory provisions of Aricle V (4} .

Following Commercial Discovery, BEGPC snd CONTRACTOR shalt
mutually agrée 1pon any area to be relinguished thereafier, except for the
relinguishment provided for above at the end of the tofal exploration
peried.

ARTICLE V)
OPERATIONS AFTER COMMERCIAL DISCOVERY

{2y On Commercial Discovery, EGPC and CONTRACTOR shall
form in the A. K. E. an operaling company pursuant to Article
VI {b) and Annex "C (hereinafier referred to as Operating
Company™) which shall be nzni-.-sﬁ by mutual agreement betwoen
BGPC and CONTRACTOR andl such m shali he: sobject 1o
the approval of the Minister of Peﬁ'ﬂ!mzm Said t:ampaﬂ}* shaii
be a private sector wmpany Operating i’:am;:aﬁy shail be
mbjc.c:m&mlawamdmm;ﬂ fmmﬁeﬁ&ﬁﬁtﬁe
extent that such laws and regulations are not inconsistent with
the provisions of this Winrﬁmﬂhﬂnfﬂpcmmg

Company.
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However, Operating Company and CONYRACTOR shall, for
the purpose of this Agreement, be excmpted from the following
laws and retiations as now ot hereallor smeaded or substituted:

* Law No. 48 of 1978, on the employes regulations of public seator
COthpanics;

* law No. 159 of 1981, promulgating the law on joint stk
companies, partnership limited by sharcs and limited babality
companices;

* Law No. 97 of 1983, promulgating the law conceming public
secior organization and companics;

* Law No. 203 of 1991, promulgating the law on the public business
secior companies; and

* Law No. 38 of 1994, orpanizing dealings in forcign curvencies.

{b} The Charter of Operating Company i hereto sitached as Anpex “C
Within thirty (30 ﬁays after the date of Conppercial Ol mvw or
‘within thirty (30} days afier signature of 2 Gas Sales Agresment of
conymencement of 8 scheme 1o digpose of G5 (unless otherwigs
ageed sibion By BOPC #od CONTRACTOR), the Charler shall take
effect dnd Operating Company shall sutomaticsily come into
existence without any Rurther procedures. The Exploration Advisory
ﬁmmmmwmmemm;mfmmm

gofiverted into s Dovelapmentiouse.

(¢} Ninety (30} days afier the date Oporgting Cnmpmy LOoIes Into
existence in scoordance with paragraph (b) abave, it ghall prepare 4
Work Program and Bw.iget far farther Exp!mtmn snd Development
in any pnmau of the Krea cooverted into a Pevelopment Lease for
the renminder of the year in: which-the>Cammercial ﬁm&wrﬁ is -
made; and not Iater than fm{#}mmﬂﬁhcfmmemiﬁfﬁwmt
Financial Year {or such other dats a3 may be agreed upen by EGPC
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and CONTRACTOR} and four (4) months preceding the
commencement of cach succeeding Financial Year thercafter {or such
other date as may be agreed upns by EGPRC and CONTRACTOR),
Operating Company shall propare an annus! Production Scheduls,
Work Program and Budgst for further Exploration and Development
in any portion of the Area converied into a Development Lease for
the succeeding Financisl Year. The Production Scheduie, Work
Program and Budjet shall be submitted to the Board of Directors for
approval. The Work Program and Budget for funther Exploration in
any portion of the Arca sot converted jnto & toveitpunant Lease shall.
be implemented, reviewed snd approved in accordance with Asicle
{3y Not Tater than the twentieth (20th) day of 2ach month, Operating
Company shall furaish to CONTRACTOR a writion estimate of itz
iotal cash requirememts for expenditure for the first hulf and the
second half of the sucoveding month expressed in 1.8, Dollars having
regard to the approved Budget. Such estimate shall take into
‘consideration any cash expected to be on hand at month end,

Fayment for the sppropriate period of sach month shalt ;:c made o
the correspondent bank designated in paragraph (&) below on the first
(15t) day and fifteenth {15th) day respectively, or the next following
business day, if such day is not a business day.

{e) Querating Company is suthorized to keep at its own disposal abroad
in &n account opened with a correspondest bank of the National Bank
of Bgypt, Cairo, the foreign funds advanced by CONTRACTOR.

- Withdrawals from said account shall be used for payment for goods
and services acquired abroad and for tansferring 1o a local back in
the ARE. the required smount to meet the expenditures in Egyptisn
Pousds for Operating Company in connection with its activitics under
this Agreement.
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Within sixty (60} days afier-the end of each Financial Year, Operating
Company isha'll subimit to the appropriate ¢xchange control authoritias
i the ARE. 2 statement, dely centified by a recognized firm of
suditors, showing the “funds- credited 1o ‘that sccount, the
disbursaments made out of thet account and the balance outstanding
at the end of the Year.

{f) If and for as long during the permd of praducuun apcratmns there
exists an excess capacity in facitities which cannot durmg the period
of such cxvess be used by the Operating Company, EGPC and
CONTRACTOR will gonsult together 1o find a mutually agreed
forrmuta wlwr:hy BGPC may use the excess capamty if it so desives,
without any unreasonable financial or nnreasonable operational
disadvantage to the CONTRACTOR.

ARTICLE VIX
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING
(a) (1} Cost Recovery Petrolenm:

Subjecito the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly ail costs and expenses in
respect of all the Exploration, Development and related operations
'undtr ttus Agrcam::m 1o the extent and out of forty percent {40%)

of al! Pcm:}l:um prmiumi and navud from all Dcw:lnpmcnt I eases
within the Acca hérdunder and not used in petroleuny: npcranms '
Such Pewroleum is hercingfiér reforred to 88 “Cost Recovery
Peoloam",
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For the purpose of determitning the ¢lassification of all costs,
expenses and expenditures for their recovery, the following terms shall
PV

1. "Exploratiot: Expenditures” shall mean all costs and expenses for
Expicration and the related portion of indirect expenses and
gverheads,

2. "Devalopment Expenditures™ shall mean gl costs and expenses
for Development {with the exceplion of Oporating Expenses)
aed the related portion of indirect expenses and overheads.

1, ®Operating Expenses® shall mean 2ll ctsts, cxpenses and
expenditires made after initisl Commercial Production, which
cOsts, expenses and expenditares are not normally depreciable,

However, Operating Expenses shall include workover, repair and
maintenance of assets but shall not include any of the following:
sidetracking, redrilling and changing of the status of a well,
veplacement of azsess or part of o assel, additiony, bnprovements,
renewals or major oveshanling ibat extend the life of the assel.

Expl-aréﬁm Expenditures, Development Expasdiuucs and Operating
Expenses shall be recovered from Cost memy Petrolenm in the
following manner-

{}} Expiorationr Expenditivts including those accomuiated prior o
the commencement of initial Commercial Production, which for
the purposes of this Agrecment shall meoan the date on which the

- first regular shipment of Crude Qi or the first deliveries of Gas
are made, shall be recoverable at the rate of twenty five percent
{25%) per annum stactiog either In the Tex Year in which such
expenditures are incurred and paid or the Tax Year in which
inigal Commercial Production commences, whichever is the
later date. '
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(i1} Development Bxpendituares, including those accumulated priot 1o
the commencement of initial Commercial Produciion which for
the purposes of this Agreement shall mean the date o which the
first regolar shipment of Crude Qil or the first deliveries of Gas

. are made, shall be recoverable at the rate of twenty five percent
(23%) per annum starting either in the Tax Year in whicly such
expenditures are incurred and paid or the Tax Year in which
initial Commercial Production commences, whichever is the
fater date.

{iit} Operating Expenses, incurred and paid afier the date of initial
Commercial Production, which for the purposes of thig
Agreement shall mean the date on which the first regular
shipmeni of Cnnde O or the first deliverics of Gas sre made,
shall be pecoverable either in the Tax Year in which such ¢osts
and expenses are incurred and paid or the Tax Year in which
initial Commeyrcial Production pccurs, whichever is the later
date, |

{iv} Tt the extent that, in a Tax Year, costs, cxpenses of olpendituress
recoversbie per paragraphs (), (i) and (iii) preceding, exceod

. the value of all Cost Recovery Petrolenum for such Tax Years,
the excess shall be carried forward for yecovery in the next

' succceding Tax Year(s) untl fully recovered, but in no case
after the termination of this Agresment, as o CONTRACTOR,

{v) The recovery of costs and expenses, based upon the rates referred
to above, shall be allocated to éach guarter propationataly (one
fourth to esch guartery. However, any recovorable costs and
cxpenses not recovered in one quarter as thus aliocated, shall be
cariied forward for recovery in the hext quarter.
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(2) Except as provided in ‘Article VI (a)(3) and ‘Anticle VII (&) (1)
CONTRACTOR shall each quarter be entitied to take and own ail
Cost Recovery Petroleum, which shall be takan and disposed of in
the manuer determined pursuant 1o Article VI {¢). To the extent
that the value of all Cost Recovery Petroleun {as determinesd in
Article VII (¢)! exceeds the actual recoverable costs and
expenditures, including any carry forwand under Article Wi {a)
{1) (iv} and {v), to be repovered i that quarter, then the value of
such Extvgs Cost Recovery Petroleum shall be split between
EGPC and CONTRACTOR in accordance with the percentage
specificd in Article VII (b) 1 below and BGPC's share shall be
paid by CONTRACTOR to BGPC either (i} in cash in the manner
sct forth i Article IV of the Accounting Procedute contained in

. Annex "X or (i) in kind in accordance with Article VII (a) 3.

(3} Ninety (90) days prior t the cémmencement of each Calondat
Year EGPC shail be entitled to elect by notice #n writing to
CONTRACTOR io require pryment of up (o one hundred pereant
(1060%) of EGPC's share of Excess Cost Recovery Petroleum in
kind. Such payrment will be in Crmde Oil from the Area F.O.B.
*ﬁxpan tmminal or other agread delivery point provided that the
amount of Crude Oit taken by BGPC in kind in 2 quarter shall not
exceed the vaive of Cost Kecovery Crade O3 sctually taken and
scparately disposed of by CONTRACTOR from the Area during
the previous guarter. I BGPC’s eatitiement 10 receive payment of
s shape of the Bxcess Cost Recovery Petroleum in kind is limited
by the foregoing provision, the balance of such entitiement shall
be paid in cash. |



IR WO PR S RE 0 CR VAYOL B SUURK |} YO S B
: Elﬁ?ifmz ft)
kbl Rkl Ot pomamndi g il o0 Lol 33 BLAL 3 ppendT ()
it T3l (s Y v il 2y B b 23305« 2 Rena Ly
| S g H
: duplt it it plsdt o - |
Jytibt qapns i2gh Lasass BTS2 B
T ) Buiealty k] LGRS it
syt g %t ot SPULY 0 2
',J Sty g LY 2
A
pmt £ \Jot g 8ol g 2000t
'{ﬁﬁmg}hﬁ}
VAT AL AL L RV PR
(MY oty dmndd - (R b gy Tomiir). S YO 0o i Joad
AR A S of e ot Tl
U IRRRNGICTS RN o (PN S FOPUCT S Y WL |
ettty 50 X8 e
7R N
AL LAY LS ot g ot Ty
(DU e 5l TRRE S0 0l e s s ol gLl
| W ey g i B o

S ¥5 - -
AR YA FE SR D P o S 1

PHUPEEJCP TN SR o1 FE TR XIS ) B PR UUIL IS PLET |
| R R TITHTR LRE
‘-J;;.:; Yac 24



va o VAT pL 8 G B YA saall - G JE S A

(b} Production Sharing
{i) The remaining sixly pevoent {(80%) of the Petroleum shall be
divided between EGPC and CONTRACTOR according to the
following shares. Such shares shall be taken and dispased of
-+ pursuant to Article VII (e):
( A} Onshore Production Shares:

— vk

(i) Crude Oll

EGPC CONTRACTOR
SHARE WEE .

{rude O} produced and saved

from Onshore aveas under this

Agreement and not used in

Petroleurs Operations, Paifels

pey day (BOPD) {quarterly

average).

THAt portion Ur increment up 15 % 25%
to 25,000 BOPD. {Seventy five perosnt)  (Twanty five percent)

- Thal portion or mkreiment i gnﬁ. 20%:

excess of 25,000 BOPDY and {Eig-’fﬁy percent) {Nmta' _W}
upto SO.0B0.BOPD, |

That porting or incrément in B1% 18%

excess of 530,000 BOFD and  (Elghty two percent)  (Eighteen percent)
up 075,000 BOPD,

Thal poction or increment in 84% 16%
excess of 75,000 BOPD and (Bighty fur percent)  (Sixtesn péroent)
upio 100,000 BOPD,
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That pottion or inj:r;e:m&m in
excess of 100,000 ROPD and
up to 150,000 BOPD,

That portion in excess of
150,000 BOPD.

() Gas and LPG:

Lias and LPG produced and
sm:i:d from Onshore smas
under thiy Agreement and not
used i Petroleum Opetations.

That portion or increment up
10 130 MMSCFD.

That portion oF increment in
excess of 150 MMSCED and
up to 300 MMSCFD.

That portion in exopss of 300
MMSCTD,

i

EGPC
SHARE
R6%

{Elghty six percent)

87%
{Elghty seven

EGPC
SHARE

T5%
(Seveaty five
percent)

T’
{Seventy vight
percent]

1%
{Elghty voe .
preroeni}

il S

CONTRACTOR
SHARE
H%

{(Fourieen percent)

13%
{ thivicen percent)

CONTRACTOR
SHARE

3
(Fwenty Ove percent)

L%
{Twenty Twa
percent

- 19%
{Nineteen percent)
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(B YO{fshare Production Shares:
1) If the Production platform ic sitested in Shaliow Water:

{1} Crode Ol

Crude Ott produced and saved
from - Shallaw Walsr areas
under this Agresment and not
used in Petroleum Operations.
Bareels per dav {BOPID
(quartedy average).

That portion or increment vp
t 50,000 BOPD,

That portion or increment in
excass of 30,000 BOPD aod
up e 300000 BOFD,

‘That postion Ot fncremeat fn
excess of 106000 BOPD and
up to 150,000 BOPD,

That portion in &xtess of
150,000 BOPD .

EGPC
SHARE

T
(Seventy percent)

"%
{Seventy five
percest}

RY%
{Elphty percent}

%
(Elphty Nve pércenit)

CONTRACTOR
SHARE

%y
(Thirty percent)

hie
{Twenrty five
“pervent)

%
{Twenty pervent)

5%
{Fifteen percent)
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(i) Gas and LPG

Cias and LG produced and
saved from Shallow Wamer
areas vnder this Agreement

and not used - Petroleum
Crerations,

That portion OF incyement op
1o 300 MMSCED.

That portion or increment in
excess of J00 HMS{:Fﬁ and
wp 10 600 MMSCED.

That pnmua i axvess of HDG
MMSCFD.

EGPC

0%
{Seventy percent}

%
(Seventy five

0%
(Elghty percent)

CONTRACTOR

SHARE

E i} %)
{Thirty percet)

5%
(Twenty five
percent}

20%
{Twenty percent)
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2) If thie Préduction plit'fnrtn;iﬁ situated in Deep Water:

(i) Crude Ofl

EGPC CONTRACTOR

SHARE SHARE
Crude Oil produced and saved
from Deep water upder.ihis |
Agreement and not used in
Petrolum Operations. Barrels
per day (BOPD) (quanerly
average). :
That portion or increment up 60% 40%
o 25,000 BOPD. (Sixty percent) (Forty percent)
That portion or increment in 5_5% I5%
excess of 25.000 BOPD and (Sixty five (Thirty five
up to SH.UII EGPD p!rl;ll!'nt} pu;_unl]
That porfion of increment in 0% 30%
excess of 50,000 BOPD and {Seveptr percent) (Thirty
up to 100,000 BOPD. percent)
That pnman or mcrr.ment m T3 % 25%
EX0esS. af Iﬂﬂ [‘ﬂﬂ BGPD ami | (Seventy (Twenty five
up to 150,600 BDPD . five percent) peml:nt}
That portion in excess- of “BO%: "20%
150,000 BOPD . (Eighty percent) (Twenty percent)
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(D) Gas and LPG

Gas and LPG produeed and
saved from Deep Waler sreas
toder this Agreement and not
wiel in Petroleum Qperations.

That portion or increment up
¢ 150 MMSCFD.

Phat portion or increment in
dxcess of 150 MMSCED aad
ap 1o 300 MMSCFD,

That portion or intcrement in
excess af 300 MMSCED and
wp b0 600 MMSCEFD

That portion o increment in
excess of 600 MMSCHFD and
g to 900 MIRISCED .

_ ‘That portion in excess of 900
MMSCFD .

EGRC
SHARE

%
{Sixty percent)

65%
Sisty five

pevoent)

10 %
{Sevenly percent

T8 %
~ (Seventy
_ five peroent)

0%
(Eighty percent)

iy el —

CONTRACTOR

SHARE

0%
(Forty percent)

N %
ﬂ‘hiﬂy_ﬁw
Percent)

3%

(Thirty

percent)
5%

{Twenly five
percent}

;ﬂ%
{Fwtirty percent}
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-{2) After the and of each contractnal year daning the term of any Gas
Salcs Agrecment ontered into pursuant to Articie VH {2},
EGPC and CONTRACTOR (as scllers) shall render to EGPC
(Es hﬁ&ér} g staternent for as amount of Gas, if any, equal to the
amount by ‘which the quantity of Gds of which BGPC (as buyer)
has taken delivery falls below seventy five percent (?5%} of the
Contract quantitics of Gas as established by the Applicable Gas

‘Sales Agreement ( the "Shortfall” ), provided the Gas is
avallahl¢ W:thm sixty (60) days of ru:eclpt of the statement,
EGPC { as hﬁfﬁ} shall_pay EGP( zmi CONTRACTOR
(as s:llﬁrs} for the amount of the "Shunfall“ if any, The
Shortfall shall be included in BEGPC's and CGNTRACTGR‘

#nnﬂmnis to Gas pursuant to Afticls ViI (g} and ﬁrh::i# VI
(b) in the fourth {4l.h} Guarfer of stch cantracmal },ru:ar

Quantities of Gas oot taken but :ﬂrtanpazd fmsﬁaﬁ bamdad ma
scparate © Take or pay Account”. Quantities of Gas ("Make Up Gas") -
which are delivered in subsequent years ih excess of seventy five parcent
{75%:) of the Contract quantitiés of Gas as cstablished by the applicable
Gas Sales Agreement, shall be set against and reduce quantitics of (ias in
" the Take ot Pay ﬁmm to the extent ﬂtercﬁf and, to that.extent, no
payment shall be due in r::spcct of such Gas. Such Mai:n Up Gas 5hail
" not be included in CONTRACTOR’s entitlements to Gas pursuant to
Article VH {a] and Article VII (b). CONTRACTOR shsil have no rights
to such Make Up Gas.

The percemages ser rorth in Article VII (a) and this Article VII (b} in
respect of LPG produced from & plant constructed and operated by oron
behilf of EGPC and CONTRACTOR shall apply to all LG available for
delivery, | |

AY
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(c) Valuation of Petroleum
(1) Crude Oil :

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

(ii) "Market Price” shall mean the weighted average prices
rcalized from sales by EGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be
used in arnving at the weighted average (s) shall be sales of
comparable quantities on comparable credit terms in frecly
convertible currency from F. O. B. point of export sales to
non-affiliated companies at arm’s length under all Crude Oil
sales contracts then in cfiect, but excluding Cmude (il sales
contracts invelving barter and,

(1) Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR to any Affiliated

Company.

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

(i11) It is understood that in the case of C.LF. sales, appropriate
deductions shall be made for transport and insurance charges to
caiculate the F.Q.B. point of export price; and always taking into
account the appropriate adjustment for quality of Crude Qil,
freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be determined
separately for cach Crude Oil or Crude Oil mix, and for cach
port of loading.
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{iv} I during any calendar quarter, there are no such sales by EGPC
andfor CONTRACTOR under the Crude Oil sales contracts in
effect, EGPC and CONTRACTOR shslt mutusily agree upon
the Market Price of the barre} of Crude Oilio be used for such
guarter, and shall be gmdc:cl by all r:levant and available
cvidence mcludmg current prices in freely convertible curmency
of leading crude oils produced by major oil producing countries
{in the Arabian Guli/at the Mediterransan Area), which are
reguiariy sold in the open market according 1o actusl sales
contracls tcn'ns but excluding pﬁpcr sai:s and siles promises
where no crude ofl s dslm:md, to the extent that such kales are
effected under such terms and conditions {excluding the price)
not significantly different from those under which the Crude Oi
to be valued, was sold, and slways taking e considerstion
appropriate adjustrments for Crude Oil quality, freight advantape
or disadvantage of port of joading and other appropriate’
adjustments, as the case may be, for differences in gravity,
sulphur, and other factors generally recognized by seliers and
purchasers, as reflected in cruds prices, transportation ninety
{90) days insurance promiums, unusual fees bornie by the seller,
ang for credit terms in excess of sixty {(60) days, and the cost of
loans or guarantees gramted for the benefit of th: stllers at
prevailing interest rates,

It is the intent of the Partics 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 {if} above does not
cefiect the pmvmim;g market price or in the event they fail 1o
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agrec on Market Pnce for any Crude Oil produced under this
Agreement for any quarter within fifteen (15) days after the end
thereof, 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 quarter
the Market Price for the Crude Oil in question. The arbitrator
shall make his determination as soon as possible following the
quarter in question. His determination shall be final and binding
upon all the parties. The arbitrator shall be selected in the
manner described below.

In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days from the date any party notifics
the other that it has decided to submit the determination of the
Market Price to an arbitrator, such arbitrator shall be chosen by
the appointing awthority designated in accordance with Article
XXIV (e), or such other appointing authority with access to such
cxpertise as may be sgreed to between EGPC and-
CONTRACTOR, with regard to the qualifications for arbitrators
set forth below, upon written application of onewor both of
EGPC and CONTRACTOR. Copics of such application by one
of them shall be promptly sent to the other.

The arbitrator shall be as nearly as possible a person with an
cstablished reputation in the international petroleum industry as
ad expert in pricing and marketing crude oil in international
cormmerce.

The arbitrator shall not be a citizen of a country which does not
have diplomatic relations with the A.R.E., Spain, the United
States of America and Netheriands. He may not be, at the time
of selection, employed by, or an arbitrator or consultant on a
continuing or frequent basis to, the American Petroleum
Institute, the Organization of the Petroleum Exporting Countries
or the Organization of Arab Petroleum Exporting Countries, or a
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consuliant on 8 contiming basis to BGPC.CONTRACTOR o
an Affiliated Company of, cither, bul past occeasional
consultation with such companies, with ather getrolewm
companics, governtuental agensies or organizations shall not be
& ground for disqualification. He may not have been, at any time
during the two {2} years before selection, an employes of any
petrolesrp company o of any governmental agency of
DrEanization,

Should a selected person decling or be unable to serve as
arbitrator or shiould the position of arbitrator fal} vacant grior to the
decision called for, another person shsit be chosen in the same
fnanner provided in this paragraph. BOPC and CONTRACTOR shail
share squally the expenses of the arbitrator,

“The“acbitrator shafl make his determination in sceordance with
the provisions of this paragraph, based on the best evidence available
o him. He will review oil sales contracts as well as other sales dana
snd information but shall be free 1o evaluate the extent o which any
contracts, data or information is substantiated or pertinent,
‘Representatives 6f BGPC and CONTRACTOR shall have the right
fo consult with the sibitstor and furnish him writion materials
provided the arbitestor may impose rearonable hmitations on this
right, EGPC and CONTRACTOR mh shall cooperate wilh the
arbitrator to the fullest extent snd dsch shall insure such SOOpersion
of its trading companies. The minuamr shali be provided aceess to
crude oit sales contracts and related data and mformation which
EGPC and CONTRACTOR or their wading companibs are sble to
reske available ad which in the judgement of the arbitrator might:
Mﬂmmzmmrmmkmgaw;&mm

{v1) Pending Market Price agreement by EGPQ and CONTRACTOR or
determibation by the arbitrafof, -as applicable, the Market Price

agreed for the quarter precoding the guarter in guestion shall remain
twmporarily in affect. In the event either BGPC or CONTRACTOR
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should incur a loss by virtoe of the temporary continuation of the
Market Price of the previous guarter, it shall promptly be reimbursed
such Joss by the other party plus simple interest at the LIBOR plus
two and half percent (2.3%) per annum rate pravided for in Article
IV {1} from the date on which the dispuied smount {s) should have
been paid 10 the date of payment,

{2} Gas and LPG

{i) The Uost Rocovery and Production Shares of Gas subject o s
Gas Sales Agreement between EGPC and CONTRACTOR
{as seilers) and EGPC {as buyer) entered into pursuant 1o
Article VI {e) shall be valued, delivered to and purchased by
EGPC at 8 price determined monthly according 1o the
following formula :

F
PG = (0.85 Mo A |
4296 X 10°

Where:

i
PG = the value of the Gas in U.S. Dollary per thousand standard cubic
feet (MSCH), |

F = 3 value in 11.S. Dollars per matric ton of the Crades O} of Gulf of
Suez Biend "FOB Ras Shukheir™ ARE. calculated by refersing to
‘Platt’s Qligram Price Report Yduring a month under the heading
“Spot Crude Pnice Assessinent for Suez Blend™. This value reflects
the wtal averages of the published high and fow values for 2 Barrel
during such month divided by the number of days in such month for
which such values were quoted, The value per metric fon shall be
calculated on the basis of a conversion factor o be agreed upon

annoaily betwesn EGPC and CONTRACTOR.
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H w the number of British Therma! Units {BTU'S) por thowsand standard
cubic fect (MSCF) of the Gas, based on gross oalovific value,

¥ the ever that the value of K canhiot be determined becauss Plat’s
Oiigram Price Report is not published a¢ all during s month, BGPC
and CONTRACTOR shall meet and agree the walue of F by
refnrence o other éubﬁshﬁ sourees. In the event that there are 1o
such published sources or i the value of F cannot be determmined
pursuant ¢ the forepcing for zny uther reason, EGPC and
{ONTRATTOR shell meet and agrec to a value of F.

Such cvaluation of Gas under a formula providing for & fifteen
percent ( 15%) discount is based upon delivery at the delivery
point specified in Article VII () 2 (i), and is to enable EGPC to
finance and maintain the portions of the pipeline distribution
system 1o be provided by EGP‘(I |

(1) The Cost Recovery and Production Shares of LPG Produced from a
plant constructed and eperated by or on bebalf of EGPC and
CONTRACTOR shall be separately vahred for propane and butant at
the outlet of such LPG plant according to tw falluwmg formuia
{unless otherwise agreed betwosn EGIC and mmmm

F
PLPG = 035 PR -(J X 883 X — .3
4256 % 108
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PLPG = LPG price (scpacabely determined for pmpatm antd butane) in
1.S. Dollars par metric ton.

PR = the average over a peniod of a month of the figures representing the
raid-point between the high and Jow prices in U5, Doblars per
melic o gquoted in "Platt’s LPGaswire” during such month for
propane 2nd butane FOB BEx RefiStor, West Mediterrancan.

J =~ BT s removed from the Gas stream by the LPG plant par metric ton
of LPC produced.,

F « the same value as F omder sub-paragraph (i) sbaes,

In the event that Plait's LPGaswirc is issued on certain days
during & month but nat on others, the value of PR shall be
caiculated vsing only those issues which are published during
such month. In the cvent that the value of 1:“1{'i cannot be
deterryined because Plait’s LPGaswire is not published at off
during & month, BGPC and CONTRACTOR shall mest and
agree W the value of PR by reference 1o other published sources.
In the event that there are no such other published sources or if
the value of PR camnot be determined pursuant to the foregoing
for any other regson BGPL and CONTRACTOR shall meet and
agree 1o the value of PR by reference 10 the value of LPG
{propane and butane) delivered FOB from the Mediterranesn
Aren,



VRRY G gole & 3 Ul VAgaal = g g 4 ‘.Y
u..L..Idl_r. (LPG) JLI Jwi ;,L_u 1.__,_i_-Jl it rr‘u

AT W :,ii

s e Ll g, A1 {EPGY JL! JHI 3Ly il jlund shg - ¥
PILY| BT PP
LPG dutl Jy,aft J4y JUl o plas¥ly IS sl o o> 0@ - £
T JE il b Gt o JHdghally Bl 55 pae Ly it g I
o i Ziinl i daddl ¥l bl Lo o) T8
ﬁ&—gﬂlfi)
Gy a6 B niess JS e By ) lhaally LN 320 a8
ARE W PUYE WATY § FRTY N Y5 {FIE, [FORN L [ PROPE LR
T oAl Tadlitl 28,800 505 Ll g padl Lead ] amee Raptls
EE P TONUF P IS (P ICEE 1N, 3 T AN+ SR NPIS S i
|
7 4

JS A b Lah) S U] gl rldaal s LN LS 2 ey
LA 1 A0 i g A oot S o s+ g i e
oA I Rt pa ] gt o ot gl DLy
S A i Sl b e les o SagShl pol M Uil Jilsy plealsy
NSTIPREC IR T KT PR O -, [ 9 P & A 5
(a5 Uil 2B 15,88 B g Ll by ¢ L3lir¥T o Lpih

- (o) Tndut 3sill J0Y



VAR T e & 3 (1) el VA sl — s 3 4

-¥

Such valuation of LPG is based upon delivery at the delivery
point specified in Article VII (¢} (2) (3ii}) .

(iii) The prices of Gas and LPG =0 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 V]I (c) shall be valued at their actual realized

price,
{d) Forecasts;.

Opcrating Company shall prepare (not less than ninety (%)) days
prior to the beginning of each calendar semester following regular
production) and furnish in writing to CONTRACTOR and EGPC a
forecast setting out a total quantity of Petroleum that Operating Company
estimates can be produced, saved and transported hereunder duting such
calendar semester in accordance with good oil and gas industry practices.

Operating Company shall endeavour to produce each calendar
semester the forecast quantity, The Crude Oil shall be run to storage
tanks or offshore loading facilities constructed, maintained and operated
according to GOVERNMENT regulations, by QOperating Company in
which zaid Crude Oil shall be metered or otherwise measured for royaltjf.
and other purposes required by this Agreement. Gas shall be handled by
Operating Company in accordance with the provisions of Article VII(c) .
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{¢) Disposition of Petroleun

{1} EGPC snd CONTRACTOR shall have the right and the
obligation to separately take and :izspm of custently ail of the
Crude Ol to which each is entitied under Article VII (2) and
Article VI (b). Subject to payment of sums due to BGPC under
Article VII (a) (2) and Article IX, CONTRACTOR shall have
the right to retan abroad alt funds acquired by it including the
proceeds from the salé oF ifs sharé of Petioleum exported,
Notwithstanding anything to the contrary uader this Agresment
priority shall be given o meet the mquiﬁmts of the ARE
rarket from CONTRACTOR's share under Asticle VH (b) of
ﬁmmaﬁmmmmmﬁammmﬁﬁm
preferential right to purchase such Crude Oif at'a price to be
determined pursuant 10 Article VII {¢). The amonnt of ¢rade oil
so purchased shall be a portion of CONTRACTOR's share '
under Asticle VII (b). Such amount shall be -pmp?rtiﬂnal. to
CONTRACTOR's share of the total production of crude il
froth the concession areas in the AR.E. that are siso subject to
EGPC's preferential right to purchase. The payment for such
purchased amount shall be made bW EGPC in US. Pollas or in
sny other freely convertible currency remitiable by
CONTRACTOR abroad.

¥t is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the. Calendar
semester, of the amount o be purchased during such semester
under this Article VI &) (1),

Yof
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{2 With regpect to Gas and LPG produced from the Area:

{3 Privrity shall be given to meet the requiremerits of the local
masket as detecmined by BEGPC,

(ii} in the event that EGPC s to be the buyer of Gas, the disposition
of Gas to the local marksss a5 indicated shove shali be by virtue
of }ﬂ;:xg term ias Sales Agrecments 10 be enttred inte between
BGPC and EGN'IR&CI"{)R {as mﬁm} and EOPC (as buyer).

BGPC and CONTRACTOR (a5 seliers) shall hﬁ?ﬁ the nhhganﬂﬁ

to deliver Gas 10 thr:. f-:nlluwmg pc:-mt where such Gas shpll be

mutered for sa‘{ﬁs, rﬂyahy, and other purposes reguired by this

Aglwncnt

(2) In the evmt o LPG plant is cmal:ruct&d to progess such gas,
the é:hvﬂ}r point shall be ai the ﬁang# cmctmg the lease
plpcllﬂﬂ to the nesrest point on the National Gns Pipeline
Grid System as dcpmt:& in Ajtnex "E” hereto, or as otherwise
agread by BOPC and CONTRACTOR.

(b) In the evedit an LPG pland ;s'cmmcm:! te process such Gas,
such Gas shall, for the purposes of valiation and sales, be
metered st the inlet to- such LPG Plant. However,
notwithstanding the fact that the metering shall take place at
the LPG Plant inlet, CONTRACTOR shall through the
Opcrating Company build a?;iig-giin: mitaﬁlﬁ_far ransport of
the processed Gas from the LPG Plant outlet to the nearest
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point on the National Gas Pipeline Grid System as depicted in
Annpex “"E", or as otherwise agresd by EGPC and
CONTRACTOR. Such pipeline shall be owned in accordance
with Article VIII a) by EGPC, and its cost shall be financed and
recovered by CONTRACTOR as Development Expenditures
pursuant to Article YIL

(i} EGPC and CONTRACTOR shall consult together to determtine
whether to build an LPG plant for recovering LPG from any Gas
produced hereundér. Jo the event EGPC and CONTRACTOR
decide to build such & plant, the plant shafl, as is appropoiate, be
in thé'\;icinity' ‘of ihe point of delivery as determined in Article
I¥. Delivery of LPG for royalty and other purposes required by
this Agrecment simll be at the outlet of the LPG plant. The costs
of any such LPG plant shall be recoverable in accordance with
the provisions of this Agreement uniess the Minister of
Ii&tl‘ﬂl:_llm agrees 1o accelerated recovery,

{iv} BGPC {as buyer) shall have the option to elect, by ninety (90}
days prior written notice to EGPC and CONTRACTOR
{as sellers), wh:thet pavment for the Gas which is subjact
to » Sales Agreement between EGPC and CONTRACTOR
(as sellers) and EGPC (as buyer) and LG produced from a
plant constiucted and operated by or on behaif of BGPC and
CONTRACTOR, as valued in sccordance with Article VI {¢),
and to which CONTRACTOR is cntitled under the Cost
Recovery and Production Sharing Provisions of Article VI,
shall be madel} in cash or 2 ) in Kind.
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Paymts 1 cash shall be made by EGPC (a3 huy:r} Bi mmais
provided for in the relevant Gas Sales Agreement in U.S.
Dolars, remittable by CONTRACTOR abroad.

Payments in-kind shail be calculated by converting the value of
Gas and LPG to which CONTRACTOR is entitled into
equivalent barrels of Crude Qil to be taken concurrently by
CONTRACTOR from the Area, or-tb the extent that such Crude
Qil is nsufficient, Crude Qil from CONTRACTOR's other
concession areas of such other areas as may be agreed. Such
Crude Oil shall be added to the Crude Oil that CONTRACTOR
is otherwise entitied 1w LA under ihis ﬁgraeman: Such
cquw:&i:ﬁl parrels shall be calculated on the basis of the
provisions of Article Vii {c) relating to the valustion of Cost
Recovery Crude Qil.

Provided that:

(az) Payment of the value of Gas and LPG shall always be made
in cash in U.S, [dllars remittable by CONTRACTOR
abroad to the extent that there is insufficient Crude Oil

" availebi¢ for comversion as provided for above;

(bb) Pavment of the ‘value of Gas and LPG shall stways be made
“in Kind as provided for above fo the extent that payments
in cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash of kind),
when related to, CONTRACTOR's Cost Recovery
Petroleum, shall h:: mciudnd in CDNTRACT{JR'

Staternent of Rmuwry of Cost and of Cost Recovery
Petroleum referved to in Article IV of Annex "D" of this

Agreoment.
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(v} Should BGPC (as buyer) fail to enter into a long-term Gas Sales
Agreement with BGPC and CONTRACTOR (as seliers) within five
(5) years (unless ofhicrwise agnoed) from a notice of Commercial Gas
Discovery pursuant to Article III, EGPC and CONTRACTOR shall
have the right 10 take and freely dispose of the quantity of Gas and
LPG in respect of which the notice of Commercial Discovery is
given by expotting such Gas and LPG.

{vi} The proceeds of sale of CONTRACTOR s shere of Gas and 1LPG
disposed of pn:wnnt to the above subl-paragreph (v} may be freely
remitted or retamed abroad by CONTRACTOR.

{vii) In the event EGPC and CONTRACTOR agree to accept new (ias
and LPG prodycers 1o join in an ongoing cxport praject, such
producers shall kave to contribute A fair and equitable share of the
investment made.

{viii} {as} Upon the expiration of the five {5} year pﬂiéﬂ reforred todn
Article VI {e}{2)v) sbove, CONTRACTOR shsll have the
obligation to exert ity ressonable cfforts to find an expont
market for Gas reserves,

(bb) In the event at the end of the five (5) year period referred to
under Article VII (¢)(2)(v), CONTRACTOR and EGPC have
not entered into a Gas Sales Agroement, CONTRACTOR shail
retain its rights 10 such Gas reserves for a further period of up
ta seven {7) years, subject to Article VII {s}(2Xviii) (o),
during which period BGPC shall sttempt to find 2 market for
the a5 rescrvesy.
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{cc) CONTRACTOR shall, at sny time prior to the oxpity of such
further seven {7) yoar pericdd, surronder the Gas reserves, of
CONTRACTOR ddes not accept an offer from EGPC of a Gas
Sales Agreement within six {6) months from the date such
offey, is made, provided, that m such Gas Salcs Agreement oy
(as dlﬂPasal scheme ofﬁ:rr:d to CONTRACTOR, the relevant

technical’ and cconomic fai:turs o énable a commercial
contract or scheme are taken into consideration including :

A sufficient delivery rate’
X Delivery pressure to enter the National Gas Pipeline Grid
. System at 2 mutually accepted point of delivery;

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

- Pipeline Grid Systein; and

- The Gas prices as spocified in this Agrecmient.

{dd) In the evemt that CONTRACTOR has not entercd into 2 Gas
Sales Agrecment purseant to Anicle VI {8} (2 or otherwise
found an acceptable schéme for tommercial disposal of such
Gas, af the time of ths: #xp:mtmn of twelve {12} vears from
CONTRACTOR's notice of Commercial Discovery of Gas,
CONTRACTOR and EGPC shall consult cich other da the

disposition of the'Gas reserves in respect of which such notice
has beecn given.,

{ix) CONTRACTOR shall not be obligated to surrender a Development
1ease based on a Commercial Gas Discovery, if Crude Oil has been
discovered in commercial quantitics in the same Development Eease
and vise verss,
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{f) Operations :

If following the reversion to EGPC of any rights to Crude Qii
hereunder, CONTRACTOR rectains rights to Gas in the same
Development Lease, or if, following surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Oil in the same
Development Lease, operations to explore for or exploit the Petroleum,
~ the rights to which have reveried or been surrendered {Oil or Gas as the
case may be) may only be carried out by Operating Company which shal)
act on behalf of EGPC alone, unless CONTRACTOR and EGPC agree
othcrwise. ' :

(g) Tanker Scheduling :

At a rcasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall mest and agree upon 2
procedure for schedwling tanker liftings from the agreed upon point
of export.
a ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall become the owner of all CONTRACTOR acquird
and owned assets which assets were charged 10 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) Title to fixed and movable asscts shall be transferred
automatically and gradually from CONTRACTOR to
' EGPC as they became subject to recovery in accordance
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with the provisions of Article VI however the fuli title 10
fixed and movable assets shall be ansforred automatically
from CONTRALTOR to EGPC when its total cost has been
recovered by CONTRACTOR in accordance with the

" provisions of Article VII or it the time of termination of
- this Agreement with respest to all assets chargeable to the

operations whether recovered or not, whichever first accurs,

The Book Value of the assets crsated during cach calendar

‘quarter shall be communicated by CONTRACTOR to

BGPC or- by ’Dpt‘rﬁating Company tw EGPC and

CONTRACTOR within thirty (30} days of the end of esch

quarter.

. (B) During the tctm of this Agreement and the renewal period BGPC,

CONTRACTOR and Op:raung (-ompany arc entitled 1o the full
.use and enjoyment of a1l fixed snd movable assets referred to
above in connection with. nperations bercundey; or under any
other Petroleum concession agrosment cniered into by the
partics. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreement of the other.

(<) CONTRACTOR and Operating Company may frecly import into

the A.R.E., usc therein and frccly export at the end of such use
michinery and cqmpmmt which they either rent or Jease in
scoordance with good -industry practices, -including but not
Hiswited to the loase of computer hisndware and software.
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ARTICLE IX
BONUSES

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

of one millicn (1,000,000) .S. Dollars on the Effective Date.

(b) CONTRACTOR shall pay to EGPC the sum of two million

(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} batrels per day for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen (15) days t thcrcaftcr |

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

_fuur million (4,000, 000] U.S. Dollars as a production bonus-

when the total average clally production frnm the Areca first

" reaches the rate of one hundred thousand {100.000) barrels per

day -for & period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter .

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

six million (6,000,000) U.S. Dollars as a production Bonus
when the total average dailf_pmductinn from the Area first
reaches the rate of one hundred and fifty thousand (150,000)
batrels per day for a period of thirty (30) consecutive producing
days. Payment will be made within fificen (15) days thereafter.
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{¢} All the sbovementionmd boruses shall in no svent be recovered
b CONTRACTOR.

(f) In the avept that BGRC elects to develop any part of the Area
purseant to the sole risk provisions of Articie I {¢) {iv},
- production from such sole Fisk Area shall be considered for the
. yarpeses of this Article IX only if CONTRACTOR exercises its
option to share in such production, and only from the initial date
of sharing.
(gi Cias shall be taken into account for purposes of determining the
 total average daily production from the Arta.: under Article IX
- {bj-{d} by converting daly Gas deliversd mito equivalent barels
of daily Crude Oil production in accordance wath the following
formula ;

MECF x H x 0.]136_ = equivalent barrels of Crude Oil
where
MSCF » one thousand standad cubic feet of Gas.
H = the namber of Million British Thermal Units (BTU'S)
por MSCE.
ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in the ARE, at which
notices shall be validly served.
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the (Gencrel Mansger and Deputy General Manager shall be
eatrusted by CONTRACTOR with sufficient power to cary out
immediately all local written directions given to them by the
GOVERNMENT or iis representatives under the torms of this

AN lewful regulations issued or hereafter to be issued which are
applicable hereunder and not in conflict with this Agreement shall apply
o the dutizs and activities of the General Manager and Deputy General
Manager. *

All matters and notices shall be desmed 10 be validly served which
are delivernd to the office of the Generpl Manager or which are sont 1o
him by registered mail to CONTRACTOR s office in the ARE.

All matters and notices shall be decmed to be validly served which
are delivered to the office of the Chaiernan of EGEC or which are seat o
hioy by registered mall it BGPC's maiy office in Cairo,
ARTICLE X1 |
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Opersting Company shall take all proper measured, accosdling 1o
generally sccepred methods mmmthcaﬁandg&smduﬁuy{ﬁ
prevent loss or waste of petroleum above or under the ground in
any form during &nﬁmg, producing, gathering, and distribunting
or storage operations, The GOVERNMENT has the right to
‘prevent any operation on any well that it might reasonably
expect worsid result in loss or damage o the well or the ofi or
gas field.

1)) Upr.:m completion of the drilhng uf " Jroductive well, Operating
Comipany shall inform the GOVERNMENT or its mmmvﬂ

ﬁfﬂhcmwmﬂm%eﬂwﬁih:mm{hepmdmmmm
awcertained,
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(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 produced from multiple oil
bearing zones through one string of tubing at the same time,
except with the prior approval of the GOVERNMENT or its
representative, which shall not be unrcasonably withheld, |

{d) Operating Company shall record data regarding the quantitics of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the Epﬂ:lﬂl forms provided for that purpnse
within tlnrt}' (30} days after the data are obtained. Dmly or
wel:kly statlstmu rr.:ganlmg the production from the Arca shall be
avallable at all reasonable times for examination by authorized

representatives of the GOVERNMENT.

(e) Daily drilling records and the graphic logs of wells inust show

- the ‘quantity and type of cement and the amount of any other

materials used in the well for the '_purpusc. of protecting
Petroleum, gas bearing or fresh water strata.

(f} Any substantial change of mechamical conditions of the well after
its completion shall be subject to the approval of the
- represcatative of the GOVERNMENT.
' ARTICLE XU
CUSTOMS EXEMPTIONS |
(a) EGPC, CONTRACTOR, and Operating Company shall be
permitted to import and shall be exempted from customs duties,
any taxes, levies or fees (inéluding' fees imposed by Ministerial
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Decision No. 254 of 1993 issued by the Minister of Financg, as
now or hereafler amended or substitated) of any nature (except
where an aciual service has been rendered 1o CONTRACTOR
by a competent suthority), and from the importation rules with
respect to the importation of machinery, equipment, ﬁpplianms,
materials, items, means of ansport and transportation (the
exemption from tanes and duties for cars shall only apply to cars
to be used in operations), elecinic appliances, air conditioners for
offices, ficlds, housing snd facilities, ¢lectronic appliances,
computer hardware and software, as well as spare parts required
for any of the imported items, ail subject fo & duly approved
certificate issucd by the responsible representative nominated by
EGPC for such purpose, which states that the imporied items are
required for conducting the operations purssant to this
Agreement. Suth eentificate shall be final and binding and shall
automatically result in the importation and the exemption
wilhout 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 fo the opemtions
which are the subject of this Agreement, shall be cleared undey
the "Temporary Release System™ without payment of customs
dutics, 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 3 competent authority), upon presentation
of & duly approved cermificate issued by an EGPC responsible
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representstive pominsted by EGPC for such purpose which
states that the imponied ftems ave required for conducting fhe
operations pursuant 1o this Agreement.  fremsfexcivding cars
not to be used in operations) set out in Article XY (&) imported
by EGPC's, CONTRACTOR's and Operating Company’s
contractors and sub-contracions for the sforeseid operations, i
order to be installed or used permanently or consumed, shalk
meet the conditions for cxamption set forth in Article XTI {a)
after being duly certified by an EGPC responsible represemtative
s be used for conducting operations pursuant 1o this Agreement,

{c) The expatriate employees of CONTRACTOR, Operating

Company and their contractors snd sub-contractors shall not e
entitled to any exemptions from customs duties and othet
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations applicable in the A.R.E,
However, persmai hotischold goods and fumitare {ncluding
one {1} car) for cach expatriate employes of CONTRACTOR
andfor Operating company shall be zicarad under the
"Yemporary Release System™ (without payment of : BNy Customs
dutics and other ancillary taxes) upon presentation of 5 ieller to
the approprisie customs suthorities by CONTRACTOR or
Qperating Company approved by an EGPC responsible
representative that the imporied items are imported for the sole
use of the expatriate employes and his family, and that such
imported items shall be re-exported cutside the A.RE. upon the
repatriation of the concemued expatriate employes.

{d) Items imported into the ARE, whether exempt or nat exempt

from customs dutics and other anciliary taxes and charges
herenader, may be exported by the importing parly at any thme
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after obtaining EGPC's approval, which approval shall not be
unreasonably withheld, without any cxpﬁrt duties, taxes or
charges or any taxes or charges from which such items have
been alrcady exempt, being applicable. Such itemns 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 dutics
;nd other ancillary taxes and charges according to the condition
and value of such items and the tariff applicable on the date of
sale, unless such items have alrcady been sold to an Affiliated

- Company of CONTRACTOR, if any, or EGPC, having the

same cxemption, 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 reimhurﬁ:qn:nt of its
unrecovered cost, if any, in such items and the excess, if any,
shall be paid to EGPC.

(¢) The exemption provided for in Article XII (a) shall not apply to

any imported items when items of the same or substantially the
same kind and quality are manufactured locally, meeting
CONTRACTOR's and/or Operating Company's specifications
for quality and safaty, 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 imponed item, before customs duties .

but after freight and insurance costs , if any, have been added.
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{fy CONTRACTOR, BGPC and their respeciive buyers shail have
the right to freely axpart the Petroleum produced from the Ares
pursuant to this Agreement; no license shall be required, and
such Petrolcum shall be exempted from any customs dutics, any
taxes, levies or any other imposts in respect of the export of
Petroleum hereunder.

ARTICLE XXX -
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

s} EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A R.E. books of account,
in accordance with the Accounting procedure in Annex "D¥ and
accepted accounting practices generally used in the petroleumn:
industry, and such other books and records as may be necessary
to show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved
hereunder. CONTRACTOR and Operating Company shall keap
their books of account and accounting records in United Staes
Doflars. - | |

Operating Cormpany shall furnish to the GOVERNMENT
or is represcatatives monthly roturps showing the amount of
Petroleum produced and saved horcunder. Such refums shali be
prepared in the form required by the GOVERNMENT, or its
representative and shali 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 afier the end of the month covered in the return,

(b) The aforesaid books of account and other books and records
referred (o above shall be available at all reasonable times for
inspection by duly authorized rcpresentatives of the
GOVERNMENT.
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(¢) CONTRACTOR shall submit w EGPC a Profit and Loss

Statement of ity Tax Year not later than four (4) months after the
commencement of the following Tax Year o show its net profit
or loss from the Petroleum operations snder this Agreement for
such Tax Year,

CONTRALCTOR shall at the same time submit a year-end
Balance Sheet for the same Tax Year to EGPC, The Balance
Sheet and financial statements shail be centified by an Egyplian
certified accounting firm,

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

{8) CONTRACTOR sndfor Operating Company shall prepare and, at

all imes while thit Agreoment is in force, maintain sccurate and
current records of its operations in the Area, CONTRACTOR
and/or Operating €ompany shall fumish the GOVERNMENT or
its representative, in conformity with applicable regulations or
as the GOVERNMENT or its fjtpsms:ntaﬁvﬁ may reasonably
require information and data concerning iis operations under this
Agreement. Operating Company will perform the functions
indicated in thiz Article XIV in accordance with its role as
specified in Article V1. |

{b) CONTRACTOR and/or Operating Company shail save and keep

for a reasonabie period of Ume 2 representative portion of cach
sample of cores and cuttings taken from drilling wells, to be
disposed of, or forwarded to the GOVERNMENT or its
representative in the manner diregted by the GOVERNMENT,
ANl samples acquired by CONTRACTOR and/or Operating
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Compeny for their own purposes shall be considered available
for inspection at any reasonable time by the GOVERNMENT or
~ its representatives. .

(c) Unless otherwise agreed to by EGPC, in case of cxporting any
rock samples outside A.R.E., samples cquivalent in size and
quality shall, before such expartation, be delivered to EGPC as

- representative of the GOVERNMENT.,

(d) Originals of records can only be exported with the permission of

| EGPC; pmv:dnd however, that magnetic tapes and any other

* ‘data which riust be processed or analyzed outside the A.R.E.

may be cxported if‘a monitor or a comparable record, if

available, is mamtained in the AR.E. and provided that such

exports shall be repatriated to ARE. promptly following such

processing or analysis on the understanding that they belong to
EGPC.

(e) During the period CONTRACTOR is conducting the Exploration
operations, EGPC’'s duly authorized representatives or
employecs 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 reperscntative, in
exercising its rights under the preceding sentence of this
paragaraph (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
gcophysinal reports, logs and well surveys) information and
“interpretation of such data, and other information in
CONTRACTOR's possession.
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For the putpose of obtaining now offers, the GOVERNMENT
and/or EGPC may, afler the ninth year (9th) ofithe Exploration
period or the date of fermination of this Agreemont, whichever
is the carlier, show any othey party unintrpreted basic

- peophysical and geclogical data {such data 1o b2 hot Rkss than
onc {1} year oid uniess CONTRACTOR agrees 1o & shorter
period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT

. andfor EGPC may at any time show another party such Hata
dircetly obtained over or acquired from those parts of the Ared,
which CONTRACTOR has relinquished 25 long as such dats is
at least one {1} vear old.

ARTICLE XV
RESPONSIBILITY FOR BAMAGES
CONTRACTOR shail entirely and soicly be responsible in law
toward third parties’ for any damage caused by CONTRACTOR's
Exploration gperations and ahall inderonify the GOVERNMENT and/or

EGPC against all damages for which they may be held liable on sccount,
of any such operations.

h’iﬁ

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Daly authorized representatives of the GOVERNMENT shall have
acecess to the Area covered by this Agreement and o the operations
conducted therson. Such represemtatives may examine the books,
tegisters and records of BGPC, CONTRACTOR and Operating
Company and make a reasonsble number of surveys, drawings and tests
for the prrpose of enforcing this Agresment. They shail, for this purpose,
be entitled to imake crasonable use of the machinery and instuments of
CONTRACTOR o Operating Company on the condition that no danger
or impudiment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
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assistance by the agents and employees of CONTRACTOR or Operating
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 fumished 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 ail information
obtained by the GOVERNMENT or its representatives under this Article
X VI shall be kept confidential with respect to the Arca,
ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

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

(1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Operating
Company and the personnei 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 Mm:stcnal Order No. 280 of 1981 as
" amended, and CONTRACTOR agrees that all immigration,
passport, visa and employment regulations of the A.R.E,,
shall - be applicable to all alien employees of
- CONTRACTOR working in the A.R.E.
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(2} A minimum of twenty-five prrcent {25%) of the combined
‘ szlaries and wages of cach of the sxpatrisie administrative,
professional and “technical personnel employed by
CONTRACTOR or Qperating Company shall be paid

' mdnihly in Egyptian Currengy.

(b) CONTRACTOR and Operating Company shall cach select its
empioyees and determine the number thereof, o be vemd for

{c) CﬂNFRAETﬂR Shall after consultation with EGPC, prepare
and carry ont spmaimd training programs for all its ARE.
cmployccs sngaged in-opérations heorcunder with respect 10
applicabic aspects of the petroleum industry. CONTRACTOR
and Operating Company undertake to replace gradually their
non-executive expatriate staff by qualified nationsls as they are

ﬂilahln.

) I)unng gny of the mr;pimuﬂn periods, CONTRACTOR shall
give mutually zgreed numbers of EGPC employses an
opportunity to atiend and participate in CONTRACTOR 's and
CONTRACTOR's Affilisted Companies training programs
refating 1o Explomtion end Development operations. In the
¢event that the total cost of such programs i3 less than fifty
thousand United States Dollars (US $ 50,000) in any Financial
Year during such period, CONTRACTOR shall pay EGPC the
smount of the shortfall within thirty (30) days following the end
of such Financial Year. However, BGPC shall have the right that
said amount {iL S.$ 50,000} allocated for fraining, be paid
directly to BGPC for such purpose. '
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ARTICLE XVIH
LAWS AND REGULATIONS

{s) CONTRACTOR and Opersting Compuny shall be subject to Law

No. 66 of 1953 {excluding Article 37 thereof ¥ as amended by
Law No. 86 of 19586 and the repulations issued for the
implemeantation thereof, including the reguiations for the safe
and «fficient performance of operations canried out for the
execution of this Agreement and for the conservation of the
petroloum resources of the AR.E. provided that no regulations,
or modification or interpretation thereof, shall be contrary to or
i:wim; with the provisions of fhis Agreement.

{b) Except us provided in Articie I (g) for income taxes, EGPC,

CONTRACTOR and Operating Company shall be exempted
from =zl taxes and duties, whether imposed by the
GOVERNMENT or municipaiities including ﬁmng othess,
Sales Tax, Valie Added Tax and taxes on the Explorstion,
Development, exiracting, producing, exporting or transpoyling
of Petroleum and LPG ay well a5 any and all withholding taxes
that might otherwise be imposed on dividends, interest, technical
service fees, pawemt and frademark royaliies, aud similar itams,
CONTRACTOR shall also be exempted from any tax on the
liquidation of CONTRACTOR, or distributions of any income
to the sharcholdars of CONTRACTOR, and from any tax o
capital,
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() The rights and obligations of EGPC and CONTRACTOR under,

and for the cifective term of this Agreement shall be governed
by and in accordance with the provisions of this Agrecment and
can ondy be sitered or amended by xhe.mm:n munzal agroement
of the said contracting patties,

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

Operating Company shall be subject to the provisions of this
Agreement which affect them, Insofar as all regulations which
are duly issued by the GUVERNMENT apply from time t0 time
and are not in sccord with the provisions of this Agreement,
such regulativra shall not apply to CGNI'RACI‘GR Opf:raung
Company and their respective contractors and sub-cantrm:turs

as the case may be.

EGPC, CONTRACTOR, Opersting Company and thelr
respocive contractors and sub-contractors shall forthe purposes
of this Agreement be exempted from all professional stamp
dut:lt:ﬁl :mp-:as;zs and levics impased bjr sym;hcai laws with respect
tn their dmurmnts and activitizs ht:rmndtr

~ {f) All ithe exemptions from the application of the ARE. laws or

- regulations granted to EOPC, CONTRACTOR, the Operating

Company, their contractors and sub-contractors under this
Agreement shalf include such faws and'fegulations as pressatly
in effect of hereafter amended or substituted.
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ARTICLE XIX
STABILIZATION

It rase of changes in oxisting Jegisiation or regulations applicable to
the conduct of E.xpinmﬁﬂﬁ, Developmend and production of Petroleur,
which take place afler the Effective Date, and which significantly sffeet
the cconomic inlcr;dﬁt of this thmcmﬁnt to the detriment of
CONTRACTOR or which imposes on CONTRACUTOR an obligation o
remit f+ the AR.E. the procesds from sales of CONTRACTOR's
Petroleum, CONTRACTTOR shall notify EGPC of the subject legisiative
or regulatory measure. In such case, the Partics shall negotiate possible
modifications to thi.ﬂ'ﬁ Agreement designed to restore the ¢conomic
balance thereof which existed on the Effective Dase,

The Partics shall usc their best offorts to agres on amendments to
this Ageeement within ninety (90) days from afocesaid notice.

Thess amendments (o this Agreetaent shall not in any event diminish
or increase the rights snd obligations of CONTRACTOK as these wﬂf—
sgreed on the Effectivé Date.

Failing sgrecment between the Parties during the period refermed o
above in this Amclem the dispute may be submitted by cither Party
{0 arbitration, as provided in Article XXIV of this Agreement,
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ARTICLE XX
RIGHT OF REQUISITION

{a) In case of national emergency due fo war or imminent
expectation of war or Intemnal causes, the GOVERNMENT may
requisition all or part of the production from the Arca obtained
hereunder and require Operating Company 1o increase such
production to the uimost possible maximum, The
GOVERNMENT may also requisition the oil or gas field itself
ancd, if necessary, refated facihities,

.Y 14

{b} In any such case, such reguisition shall not be affectad except
sfter inviting BGPC and CONTRACTOR or their representative
by registered lutier, with acknowledgement of receipt, to express
their views with respect 1o such mquisition.

{¢) The requisition of production shall be offected by Ministerial
Qrder. Any regeisition of an O or Gas held, or any related
facilities shall be effectad by a Presidential Decres duly notified
to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the
GOVERNMENT shail indemmnify in full BGPC and
CONTRACTOR for the period during which the requisition is
meintamed, meiadmg:

{1y Al damages which result from such requisition; and

(2) Full yepayment each month for all Petroleum extracted by
the GOVERNMENT lsss the royaity share of such
production .

However, any damage rasulting from enemy attack is not within the
meaning of this parageaph (d). Payment hereunder shall be made to
CONTRACTOR m U.S. Doliars remittabie abroad. The pnoe paid to
CONTRACTOR for Petroloum taken shali be calculated in accordance
with Article VI (c).
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ARTICLE XXI
ASSIGNMENT
{a) Neither EGPC noy CONTRACTOR may assign {0 a person, figm
or corporation, n whole ov i part, any of Us rights, priviieges,
duties or obligrtions under this Agreement without the wrstten
consent of the GOVERNMENT.

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

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

2. The instmument of  assignmsst must include provisions

stating procisely that the assignee is bound by all covenants

- contained in this Agreement and any modifications or

additions in writing that up t0 such time may have been .

made. A draft of such instrument of assignment shall be

" sabenitted to BGPC for revisw and approval before being
formuadiy executed.

&) Hutw:thﬁmdmg ‘the provisions of Article XKI{&}
CONTRACTOR, may assign all or any of. its nghts privileges,
duttes or ﬂbltgnuﬂﬂs ‘under this Agreement to sn Affiliated
Company, ]H‘ﬂ?llfﬂd that CONTRACTOR shall advise the
GG?ERNMENI‘ and EGHC in wnttng of the assiprunent.

(d} Any asstgnmr:nt, sale, transfer or other such conveyance mads
pursuant to the provisions of this Article XXI shall be free of
any wansfer, capital gains taxes or related taxes, charges or fees
including without limitation, ail Income tax, saies tax, value
added tax, stamp Sufy, or other taxes or similar payments.
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{c)} As long as the assignor shall hold any inicrest under this
Agreement, the sssignor together with the assignee shall be
jointly and scverally Kable for all duties and obligations of
CONTRACTOR ander this Agrecment.

ARTICLE XX .
BREACH OF AGREEMENT AND POWER TO CANCEL

{a) The GOVERNMENT shall have the nght to cancel this

Ageeement by Onder or Presidential  Decree, wﬁh rcs;:ﬁci 10
CONTRACTOR, in the following instances :

1. ¥f it knowingly has submitted any false statemonis to the
GOVERNMENT which were & material consideration for
the execution of this Agreement;

2. I it assigons any interest hercunder contrary to the prﬂvisiﬁnﬁ
of Article XXI;

3. I #t is adjudicated bankrupt by & court of competent
surisdiction;

4, If it does aot comply with vy fingl decision resched as the

resuit of court proceedings conducted under m::lc
XXV {a);

5. If it imenticnally extracts any mincral other than Petroleum
not authorized by this-Agreemwent or without the suthority of
the GOVERNMENT, except such extractions as may be
unavoidable as the result of the opemum.‘ls conducted
hereunder in sccordance with mﬁﬂ petroleurn Industry
practice aud which shall be gotified to the GOVERNMENT
or its reprouentative as so0n a3 possible; and;
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6. If it commits -anjr 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 Agreement, and, in the event of such cancellation,
CONTRACTOR shall have the right to remove from the

Area all its personal propcrt}'

(b) If the G{}VERNMENT decms that one of thc: afm'csmd causcs
( uthcr than a force majeure cause referred to in Article XXI1II)
exists to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety {90) days written notice personally
served on CONTRACTOR's General Manager in the Jegally
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 rcason such service is impossible due to unnotified

. change of address, publication in the Official Joumal of the
GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR. If at the end of the said ninety
(90) day notice pc.nod such cause has not been remedied and

" removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid;, provided however, that if
such 'ﬁau's:, or the-failuie to remedy or remove such cause,
results from any act or omission of one party, cancellation of
this Agrunmnt shall be effective only against that party and not
as against the other party hercto.
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ARTICLE XXIII
FORCE MAJEURE

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

. {b)

CONTRACTOR, or either of thern of any obligation under this
Apreement shall be excused if, and to the extent that, such non-
performance or delay is caused by force majeure. The period
of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage
done during such delay, shall be added to the time given in this
Agreement for the performance of such obligation and for the
performance of any obligation dependent thereon and
consequently, to the term of this Agreement, but only with
respect to the bloek or blocks affected.

"Force Majeurc”, within the meaning of this Article XXIil,
shall be any order, regulation or direction of the

GOVERNMENT, or the Government of Spain or the

Government of the United States of America or the éuw:rnm:nt
of Netherlands, with respect to CONTRACTOR whether
promulgated in the form of a law or otherwise or any act of God,
insurrection, riot, war, strike, and other labor disturbance, fires,

floods or any cause not due to the 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 CGN'I‘RACTOR, or etther of
them.

(c) Without prejudice 1o the above and except ‘as may be otherwise

provided herein, thc ‘GOVERNMENT shall “incur no
responsibility whatsocver to EGPC and CONTRACTOR, or
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either of them for any damages, restrictions or joss  arising in
consequence of such case of force majeure except a forge
majeure caused by the order, reguiations or direction of the
GOVERNMENT .

(d) If the firce majeure event oceurs during the initial exploration
period or any extension thereof and continuces in effect for
period of six (6} months CONTRACTOR shalt have the option
upon ninety (90) days prior written notice to EGPC to terminate
i#s obligations hercunder without further Rability of any Xing.

ARTICLE XXIV

DISPUTES AND ARBITRATION

{x} Any disputc, conyroversy or clgim arisang outl of or relating to this

Agresment or the breach, termination or invalidity thereof, between
the GOVERNMENT and CONTRACTOR shall be referred to
the jurisdiction of the appropriate A. R. E.- Courts and shali be,
finally settled by such Courts.

{b) Any dispute, controversy or claim arising out of or relating to thix

Agreement, ar breach, termination or invalidity thereof between
EGPC znd CONTRACTOR shall be -settled by nrbltmtm:; in
accordance with the Arbitration Rules of the Cairo Regional Center
for Internationa! Commercial Arbimation { the Center ) in effect on
the date of this Agreement. The award of the arbitrators shall be final
and binding on the parties,

{c) The nuiber of arhltmtnm shall be three (3).
{d} Each party shall appomt onc arbitrator, If, within thirty {30} days

after receipt of the claimant's notification of the appointmeént of an

arbitrator, the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the*
" Centet ta nppmnt m:: gecond arbitrator,
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(&)} The two arhitrators thus appointed shall choose thﬂ third arbttratm'
who will act as the presiding arbitrator of the. tribunal. ¥ within
thirty (30) days after the appointment of the second arbitrator, the
iwo  arbitrators have not agieed apon the, choice of the presiding
arbitrator, then either party may rexuest the Secreiary General of the |
Permanent Court of Arbitration at the Hague to. designate _the
sppointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Articie "6.3 ‘of the UNCITRAIL Arhitration
Rules. Such pregiding arbitrator shall be a person of & nationality
other than the AR.E., or Spain or the United Stafes of America or

. Netherlands and of & codntry which has diplomatic relations with
AR.E., Spain, the United States of America and and Netherlands
and who shall have no economic interest in the i} business of the

signatories hereto,;

{f) Unless otherwise agresd by the partios to the arbitration, the
arbiiration, including the making of the award, shall take place in
Cairo, ARE.

(g) The decision of 2 majority of the arbiteators shall be fige} and binding
upon the Parties and the arbitral award rendered shall be final and
conclusive. Judgment on the arbimral award rendered, iy be eatered
in any court having jurisdiction or application may be made in such
court for a judicial scceptance of the award and fa-r ‘enforcernent, as
the case may be.

(h} Egyptian Law shall apply 1o the dispute except that in the svent of
any conflict batween Egyplian Laws and this Agrecment the
provisions of this Agreement (including the arbitration provisiosn),
“shall prevail, The arbitration shall be conducted in the English
Language.

() BGPE: m*cnwmcmn agree thiy if, for whatever reason,
 arbifration %:; agcorilange. with the abive’ pr&seciém canniol take
placm O . 1S, lil:&ly tg takn pléde under cirpumstances for
mﬁmc‘mn Which could prejudice CONTRACTOR's right 1o
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fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, terminstion or invalidity
thersod shail be settled by ad hoo atbitration in accordance with the
UNCTFRAL Rules in effect on the Effective Datz,

ARTICLE XXV
STATUS OF PARTIES

{2} The rights, duties, obligations and Habilities in respeet of BGPC and
CONTRACTOR hereunder shall be several and not  joint or
collective, it being understood that this Agreement shall not be
construed a3z constituting an associstion or corporation of
parmership. With respect to this Agreement, snd for purpose of U8,
tax Iaws, cach Party that may be subject to U.S, tux laws elects (o be
excluded from the application of the partnership provisions of the
{15, tax faws (U8, Internal Revenue Code).

(b) Each CONTRACTOR MEMEER shall ba subject to the laws of the
piace where it is incorpovated regarding its fepgal status or creation,
organizatiom, charter and by-laws, sharcholding, and ownership,
CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable in the ARE. and shall not be offered for
public subscription nor shall they be subject to the stamp tax on
capital shares nor any tax or duly in the AL R, B. CONTRACTOR
shall be cxempted from the spplication of Law No, 159 of 1981 &
atperded,

¢} All CONTRACTOR MEMBERS shall be jointdy and severally Hable
for the pecformance of the obiigations of CONTRACTOR under this
"Agrcement,
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ARTICLE XXVI
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

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

(b) Give preference to locally manufactured material, equipment,
machinery and consumables 50 long as their quality and time
of delivery are comparable to intemationally available
material, equipment, machinery and consumables. However, such
material, equipment, machinery and consumables may be
imported for operations conducted hereunder if the locat price of
such items at CONTRACTOR's or Operating Company's operating
base in A. R. E. is more than ten percent (10%) higher than the
price of such imported items before customs duties, but after
transportation and insurance costs have been added.,

ARTICLE XXVII
ARABIC TEXT
The Arabic version of this Agreement shall, before the courts of the
A.RE.,, be referred to in  construing or interpreting - this Agreement;
provided however, that in any arbitration pursuant to Article XXIV
hereabove between EGPC and CONTRACTOR the English and Arabic
versions shall both be referred to as having equal force in
construing or interpreting the Agreement.
ARTICLE XXVIII
GENERAL

The h:admgs or titles to cach of the Articles to this Agreement are
solely for the convenience of the parties hereto and shall not be used with
respect to the interpretation of said Articles.
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ARTIOLE XXX
APPROVAL OF THE A R.E. GOYERNMENT

Thizs Agreement shall not be binding upon any of the parties
hereto unless and watil @ law is issead by the competent authorities of the
ARE. suthorizing the Ministey of Petroleam 1o sign said Agreemont and
giving this Agreement full force and affect of law notwithstanding
any countervailing governmental enactment, and the Agreement is signed
by the GOVERNMENT, BOPC, and CONTRACTOR.

REPSOL EXPLORACION EGIPTO S.A.

3? : . - L o B L HE O T . o e e - =l o R LT e e
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MOBIL EXPLORATION EGYPT INC.
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AMOCO EGYPT WEST MEDITERRANEAN B.V,
By: et et e . -
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EGYPTIAN GENERAL PETROLEUM CORPORATION
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ANNEX A"
CONCESSION  AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

REPSGL EXPLORACION EGIPTO S.A.
AND
MOBIL EXPLORATION EGYPT INC.
AND
AMOCO EGYFT WEST MEDITERRANEAN B.V.
IN

WEST MEIMTERRANEAN AREA

{(BLOCK 1)
ARE.
BOUNDARY DESCRIPIION OF THE CONCESSION AREA
Annex "BY is a provisional iHustrative map at an approximate scale
of 1:300,000 showing the Arsa covared and affected by this Agreement.
- Thet Arce measures approximately twelve thousand five hundeed
square kilometers (12,500km?) of surface Area.

- It 13 10 be noted that the delineation lines of the Area in Annex "B
are intended o be only illustrative and provisional and may not show
accurately their true position in relation o existing momiments and
geographical features,

Coordinates of the comer points of the Arcs are given in the
following table which forms an integral part of Annex "A™-
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VYo
BQUNIMRY C{}URDINATES QOF
WEST MEDITERRANEAN AREA
{BLOCK 1}
3 LATFTUBE |
NORTH: REMARKS

i 30° 00° 007 § High tide shoreline of | South to point 2
the Mediterransan |
Sea.

P2 307 00 oUt i3t 120 Q0% East to point
3 iﬁﬁ* 120 0o arr i12° {H}“} South 10 point
4. 13 122 O jaoc 36! 00" ] West to point
5. |2% 12' QQ" 330" 35! 00" | North to point
6. {29* 12' 00" §3G° 48° 08" 1 East to poimt
P 7. fw ¥ o071 397 48 60% 1 North to point
8. {29° T oepr{so° 54¢ 00" West to poim
| 9 |Hightideshore. [30°  54' 00" | Westerly follwing
Line of the Med- the shoreling to
i !itarmican Sea ‘ i piont tﬂf

O W2 O L S G

1. |28% 48" 00" | High tide shoreline of | Scouth 10 point 11
the Meditertanean
|11, {280 48 o00]30° 48 00"] West to point 12
12, 28 24 OB 30° 43" 09%1 North to poimt i3
{13, 128 24 oo"l3re 18 00*! East to poim 1
114, 129° 15 90°i31° 1S 00"] North-to point 15
115 290 1 ﬂﬁ“iﬁiﬂ 43" ﬂﬂ“! East to point 16
16, §29° 42° 00"i31°® 4%' 08"] South to poimt 17
17. 129" 42' 00" | High tide shoreline of | Northeasterly

{the Mediterranean! following the

§ L&:a. | shorstine to point 1.,
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ANNEX "C*
CHARTER OF OPERATING COMPANY
ARTICLEI
A joint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of the

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

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

ARTICLEIT

The name of the Operating Company shall be mutually agrccﬂ upon
between EGPC and CONTRACTOR on the date of the Commercial

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

ARTICLE III

The Head Office of Operating Company shall be in the A. R. E. 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 Apreement signed on the -—--- day of ---—--- by and between the
ARAB REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL
PETROLEUM CORPORATION and CONTRACTOR covering
Petroleum operations in the West Mediterranean Area (Block 1)

described therein.
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Operzting  Compsany shall be the agency io carry out and candaet
Expiaraunn Operations after the date of Commercial Discovery, in agy

Wnrk Programs and Budgets approved in accﬂrdancc with the
Apreement,

Operating Company shall keep account of all costs, expenses and
expenditeres for such operations under the terms of the Agreement and
Annex "D thereto,

{penating Company shall not engage in any business or undertake
any activity beyond the performance of said operations unless othorwise
agived upon by BEGPC smd CONTRACTOR.

ARTICIE Y

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 rights, h
fully paid andt non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own,
throughout the Jife of Operating Company, one half {1/2} of the capital
stock of Gp:}aﬁng Company provided that only in the event that ¢ither
party should transfer or assign the whole or any percentage of its
ownership interest in the entirety of the Agreement, may such
transferring or assigning party transfer or assign any of the capital stock
of Operating Company and, in that event, such transferring or assigning
party'( and its successors and assigness) must transfer and assign a stk
interest in Operating Company equal 1o the transferred or assigned whole
or percentage of its ownership interest in the entirety of the said
Agreement
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ARTICLE Vi

Operating Company shall not own any right, title, interest or estate in
or under the Agreement or any Development Lease created thereunder or
in any t;f the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, equipment or
other proparly obtained or used in connection therewith, and shall not be
cbligated s a principal for the financing or performance of any of the
disties or oblipations of gither BGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any
source whatsocver.

ARTICLE Vii

Operating Company shall be ne.more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated hercin that Operating
Company shall decide, take action or make a proposal and the like, it is
understood that such decision, or judgment is the resalt of the Hecision or
judgment of EGPC , CONTRACTOR or BGPC and CONTRACTOR, ss
may be required by the Agreement.

ARTICLE VI

Operating Company shall have a Bosard of Directors consisting of
cight (8) merbers, four (4) of whoin 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 shali aiso be 2 Managing Dircctor.
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ARTICLE XX

Meetings of the Board of Directors shall b valid if‘ a majority of the
Lhiresiors are presént and any decision taken at such meelings must have
the affirmative vote of five (5) or more of the Directors; provided,
hawever, that any Director may be represented and vote by proxy held by
another Director,

ARTICLE X

General meetings of the Shareholders shail be valid if & majority of
the capital stock of Operating Company is represented thereat, Any
decision taken at such meetings muost have _'fhc affirmative vaote of
Shatreholders owning or represcating a sajority of the capital stock.

ARTICLE XX

The Board of Directors shall approve the repilations covering the

terms apd couditions of cmployment of the personnel of Operating

Gampiﬁy employsd directly by Gpéraﬁng Company and not assigned
thereto by CONTRACTOR and BEGIPC,

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 XI1X

Operating Company shall come into existence within thirty (30} days
after the date of Commercial Oil Discovery or within thirty (30) days
after signature of a Gas Sales Agreement or commencement of 2 scheme
1o dispose of Gas, as provided for it1 the Agreement (unless otherwiss
sgreed by BEGPC and CONTRACTOR).

The duration of Operating Company shall be for a period equal
the duration of the said Agreement, ichiding any rénewal ﬂurmf

The Opcrating Cnmfﬁny shall be wound up,lf th'n'ﬁgrﬁcmmm
referred to above is terminated for any reason as provided for therein.

REPSOL EXPLORACION EGIPTO S.A.

er O - pmm e D

37 S — o

MOBIL EXPLORATION EGYPT INC.
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ANNEX "D"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS
(a) Definitions ¢

The definitions contained in Article I of the Agreement shall apply to
this Accounting Procedure and have the same meanings.

(b) Statements of Activity :

1. CONTRACTOR shall, pursuant to Article I'V of the Apreement,
render to EGPC within thirty (30) days_of the end of each
calendar quarter a Statement of Exploration Activity r:ﬂecting'all
charges. and credits rclated-to the Exploration operations
conducted in any portion of the Area not converted into a
Development Lease for that quarter summarized by appropriate
classifications indicative of the nature thereof. |

2. Following its r:nmmg into c:xlstcncc Opcraung Cumpany shall
render to EGPC and CDNTRACTGR within fifteen Qs) days of
the end of cach calendar quarter a Statement of Development and
Explozation Activity reflecting all charges and credits related to

- the Development and Exploration npcrannns cnnductcd in any
portion of the Area converted into a Dcvnlopm:nt I,r:asc for that
quarter summanzed by apprﬁprmtc clasmficahuns mdu:anvc nf
the naturc thm:of :-.xccpt that items of cnntml]ablt matenal und
unusual chargcs and crcdlts shall be detailed.
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{€) Adjustments and Audits :

1. Bach quarterly Statement of Expioration Activity pursuant to
Article ¥ {b) {1) shall conclusively be presumed {0 be fruc and
correct after three {3) months following the receipt of each
Statemesnt by EGPC unless within the said thres (3) months
EGPC takes written excaption thareto pursuant 1o Asticle IV {f}
of the Apreement. During the said three {3) month period
supporting documents will be available for inspection by EGPC
during ail working hours, CONTRACTOR will have the same
audit rights on QOperating Company Statements as BGPC under
this sub-paragraph.

2. All Statements of Development and Exploration Activity for any
calendar quarter pursuant to Article 1 {b) (2) shall conclusively
be presumed fo be tme and correct three {3) months following
the recaipt of such statement, unless within thé said three (3)
months period EGPC or CONTRACTOR takes written

- exception thereto, Pending expiration of said three (3} months
BGPC of CONTRACTOR or both of them shell have the right
to awdit Qperating Company sccounts, records and supporting
documents for such quarter in the same mianaer as provided in
Article IV {f) of the Agreoment, ’

{d} Carrvency Exchange:
CONTRACTOR's books for Explorstion and Operating Company's
books for Developrent and Exploration, if any, shall be kept in the
ARE. in G5, Dollars. All 1.8, Dollar expenditurcs shali be

charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to UL, Dollars at the spplicable mte 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.S. 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 am. G.M.T., on the first day of the month

" in which expenditures are recorded. A record shall be kept of the
éxchange rates used in translating Egyptian Pounds or other
non-U.S. Dollar expenditures to U.S. Dollars. Any realized gains or
losses from cumrency conversions shall be charged or credited against
recoverable costs.

(e) Precedence of Documents:
In the event of any imconsistency or conflict between the provisions
of this Accounting Procedurg and the provisions of the Agreement -

treating the same subject differently, then the provisions of the
Apreement shall prevail.

(I) Revision of Accounting Procedure:

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

~{g) No Charge for Interest on Invﬁtmzn.t:

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

Subject to ihe provisioas of the Agresment, CONTRACTOR shal!
alone bear and, ditectly or Hhrough Opemting Company, pay the
foilowing costs and expenses, which costs and expenses shajl be
classified and aliocated o the sctivities according 1o sound and generslly
gerepted accounting principics and weated and recovered in accordance
with Article VI of the Agreement:

{a) Surface Rights :

All. direct ¢ost attributable to the | acquisition, renewgl or
relinguishmoent ﬁf surface rights aacqmmd and maintained in force for
the Area.

{h}) Labor m:ﬂ Redated Costs ¢

(1) Salarics and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly sngaged in
the various activities under the Agrocment including salaries and-
wrges paid to geologists and other cmployees who are
temporarily assigned to and employed in such activities. Such
salaries and wages 1o be certified by a certified public

: mmg firm.

Reasonable revisions of such sslaries and wages shall be
effeoted to ke into sccount changes in CONTRACTOR's
-po’lmms and amendruents of Laws applicable to salaries. For the
purpose of this Art;nia i1 (b} and Articie H {c), salaries and
wages shall mean the ‘assesssble amounts for A RE. Income
Taxes, incivding the salarics during  vacations and sick Ieaves,
but excluding Al the smounts :}fﬁmm;fmnsmw by the

percentage fixed under {2} below,
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(2} For expatriate employers permasently assigned to Egypt:

I. All allowances applicable to salaries and wages;
2. Cost of established plans; and

3. All travel and relocation costs of such expatriate employess

and their families to and from the ¢mployes’s country or
point of otipgin &t the time of employment, at the time of
separgtion, oF &8 a result of transfer from one location o
another and for vacation (tramspartation costs for employecs
and their families transfeiring from the ARE. o another
location other than their country of origin shall not be

charged 10 AR B Operations).

Costs under this Article I by {2} sbaﬁhcdmtﬂhthuai
o seventy percent {(709%) of salaries and sages paid for such
expatriate persoanel whose families are transferced to the
ARE, and fifty two percent {529%) for thoss whase famities
have not been warisferred to ARE. mi:iud}ng thase paid
during .vacations and sick leaves as established in
CONTRALTOR's international policies, chargm&blt: tnder
Article I (b (1), Article T (), Article I (1) (1) and Asticle II
(k3 (3}

However, salaries and wagﬁ during vecations, sick leaves
g disability are covered by the furegoing percentage. The
percentage owntlined above shall be deamed to refiect
CONTRACTOR s sctual costs a5 of the Effective Dats with
regard 1o the following benefits, atlowanoes and costs:-

1. Hmmg and Utilities Allowance.
2. Commodities énd Serdicks Alldwance.
3. Special Rental Allowancs.
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4. Vacation Transportation Allowance.,

3. Vacation Travel Expense Allowance.

6. Vacation Exeess Baggage Aliowance,

7. Education Allowances (Children of Expateiate Employess).

8. Hypothetical U.S. Tax (ffset {which results in a reduction of the
chargesble percentags),

9, Storage of Personal Effects,

i0. Housing Refurbishment Expa}zss:,
1}, Properiy Mapagement Service Fees.
12. Recraation Allowance,

13. Retirement Plan.

14. Group Life Insurance,

15, Group Medical insurance,

146, Sickness and Disability.

17, Vacgtion Plans Paid (exciuding AHowable Vacation Travel
Expenses).

13. Savings Plan.

19, Educational Assisiancs,

20, Military Service Allowance,

21LELCA.

22, Workman's Compensation.

23, Federal and State Unemployment Insurince.
24. Personned Transfer Expense.
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25, National Insurance,

26. Any other Losts, Altowances and Benefits of a like nature a3
esiablished In CONTRACTOR s Intemational Policies.

The percentages outlined above shall be reviewed at imervals of
three (3) years from the Effective Date and at such time
CONTRACTOR and EGPC will agree on new percentages to be
used wnder this pacagraph.

Revisions of the percentages will take into consideration varisnces in
costs and changes in CONTRACTOR s intumational policies whick
chanpe o exclude any of the shove allowanees and bepefiis,

The revised percentages will refleot as nearly as possible
CONTRACTOR s actual costs of all its established allowances and
benefus and of persomnel transfers.

(3) For expatriate employeds temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR's international policies, Such costs shalt not
include any administrative overhead other than what is tentioned
i Article T {K3 £2).

{4} Costs of expenditure or coniributions made porsuant to law oy
gssessment imposed by governmental asthority which are
applicable to fabor cost of salaries and wages as provided under
Article I {b) (1), Article X¥ (b)(2), Article I (i), Article IT (k) (1)
and Article IT (k) (3).
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(c) Benefits, Allowances and Related Costs of National Employees

Bonuses, overtime, customary allowances and benefits on a
basis similar to that prevailing for oil companies operating in the
A.R.E., all as chargeable under Article II {(b) (1), Article 1 (i),
Article H (k) (1) and Article It (k) (3). Severance pay will be charged
at a fixed rate applicd to payrolls which will equal an amount
equivalent to the maximum liability for severance payment as
required under the A.R E. Labor Law,

(d) Material

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

(1) Parchases;

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.

(2) Material Furnished by CONTRACTOR:

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

1. New Material (Condition "A'")

New Material transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies warchouse or other
properties shall be priced at cost, provided that the cost of
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material supplied i3 not higher than international prices for
material of sirnilar quality supplied ont 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
suitable for pe-use without reconditioning shall be classed ag
Cordition "B" and priced at seventy - five percent (75%) of
the price of now matenial,

b Material which canno! be classified as Condition "B™ but
which is serviceable for original function but substantially
mot suitable for reconditioning, shall be classed as Condition
"C" and priced at fifty percent (50%) of the price of new
material,

¢) Material whieh cannot be classified 23 Condition "B" or
Corufition YC" shall be poced at a value commensuraie with
IS use,

g} Tauks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of knocked -
dowrs new pyice.

{3) Warranty of Materials Furnished by CONTRACTOR:

CONTRACTOR does not wagrant the matzrial furnished beyond or

hack of the desler’s or manufacwrer's guaranty; and in case of defective
material, credit shatl not be recorded untid adjusiment has been regeived
hy CONTRACTOR from manufaciurers or their agents.

{e} Transportation and Employee Relocation Costs

{1} Transportation of equipment, materials and supplies necessary
for the sonduct of CONTRACTTOR s or Operating Company’s
activities.
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(2) Business travel, and transportation expenses ta the extent covered
by established policies of CONTRACTOR or with regard to
expatriate anl navional employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR's o

Operating Company’s business,
(3) Employces trapsportation and relocation costs for national
employees to the extent covered by established policies.

{D) Services

{1} Dutside services. The costs of contracts for consulfants, services
and utilities procured from third parties.

(2) Cost of servives performed by EGPC or by CONTRACTOR or
their Affiliated (Companies in facilities inside or outside the
ARE. Regular, recumring, rontine services, such as interpreting
magnetic lapes and/or other analyses, shall be performed and
charged by EGPC sndfor CONTRACTOR or their Affilisted
Companies at an agreed comtracted price. Major projects
involving engineering and design services shall be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies at

a negotisied conbact amount.

{3} Use of EGP(Cs, CONTRACTOR "5 o1 their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not

il excess of competitive rates currently prevailing in the A.RE.
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{4} CONTRACTOR s and CONTRACTCOR s Affiliated Companies’
rates shall not include any administrative or overhead costs other
than what is mentioned in Aniwle H () (2}, |

(g) Damages and [osses !

All costs or expenses, nccessary (o replace or repair damages or
iosses sncurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRAUTOR or
Operating Company shall furnish EGPC and CONTRACTOR
written notice of damages or 1osses incurred n oxcess of ten
thousand ($10,060) U.S. Dollars per occurrénce, is SOON as
practicabie after report of the same has been received by
CONTRACTOR or Operating Company.

(h) Insurance and Claims :

The cost of any public Hability, property damage and other insyrance
against liabilities of CONTRACTOR, Operatitig Company and/or
the parties or any of them to their empioyeds and/or outsiders as may
be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon, The proceeds of
sy such inswrance or claim collected, less the actual cost of making
a claim, shall be credited agamnst operations.

if no insurance is camied for & particuiar risk, in accordance with
good intemational ol field practices, all related actual expenditures
incurred and pawd by CONTRACTOR or Operating Company m
settlement of any and all losses, claims, damages, judgements and
any other expenses, iciading legal services.
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{1} Indirect Expenses :

Camp overhead and facilities such as shore base, warshouses, water
sysiems, road systems, sslarics and expenses of field supervisory
personnel, field clerks, assistants and other general employees
indirectly sarving the Area,

{j) Legal Expenses :

AN costs and expenses of ltigation, or egal services otherwise
necessary or expedient for the protection of the Arga, including
attorney's fees and expenses as hereinafter provided, together with
il judgments obained against the parties oy any of them ob account
of the operations under the Agreemens, and actual expeases incurred
by any party Or partics hereto in secuting evidencs for the purpose of
defending against any action ot ¢laim prosecuted or urged against
the operations or the subject matter of the Agreement, In the event
actions or claims affecting e interosts horeunder shall be handled
by the legal staif of one or more of the parties hereto, 2 charge
commensurate with cost of providing and furnishing such serviges
miay be made 1o operations,

{k} Administrative Overbead gud Gencrsl Expenses ¢

{1) While CONTRACTOR is conducting Exploration Operations,
the cost of staffing and maintaining CONTRACTOK’s head
office in the AR.E. and/or other offices established in the
ARE. as appropriate, other than fisld offices which will be
charged as provided in Article 1 1) and excepting salaries of
smpioyers of CONTRACTOR who are temporarily assigned o
and directly sereing in the Area, which will be charged as
provided in Article IE ().
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(2) CONTRACTOR's administrative overhead outside the A.R.E.
applicable 10 Exploration operations in the A.R.E. shall be
charged each month at the rate of five percent (5%) of total Ex-
ploration expenditures, provided that no administrative overhead
of the CONTRACTOR outside the A.R.E. applicable to A.R.E.
Exploration operations will be charged for Exploration opera-
tions conducted by the Operating Company. No other direct
charges as such for CONTRACTOR s administrative overhead
outside the A.R.E. will be applied against the Exploration obliga-
tions, Examples of the type of costs CONTRACTOR is incurring
and charging hereunder due 1o activities under the Agreement

and covered by sadd 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.
5. Other departments such as legal, comptroller and  engineering

which contribute time, knowledge and experience to the operations.

The foregoing does not preclude charging for direct service under

Article I () (2).
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(3) While Operating Company is conducting operations, Operating
Company'’s personnel engaged in general clerical and office
work, supervisors and officers whose time is generally spent in
the main office and not the field, and all employees generally
considered as general and administrative and not charged to
other types of expense will be charged to operations. Such
expenses shall be allocated each month between Exploration and
Development operations according to sound and practicable

accounting methods.

{1} Taxes :

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR
or Operating Company with respect to this Agrecment other
than those covered by Article I11 () (1) of this Agreement.

(m) Continuing CONTRACTORCCosts ;

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after Operating Company is
formed. No sales expenses incurred outside or inside the A.R.E. may

be recovered as a cost.
(n) Other Expenditures :

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

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

() Reconciliation and Adjustment of Inventorics :

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

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

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than fifieen
(15) days after receipt from Operating Company of the Statements
for Development and Exploration activity for the calendar quarter a
statement for that quarier showing :
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1. Recoverable costs carvied forward from the previcus guarter, i any.
2. Recoverable costs incureed and paid during the guarier,
3. Total recoverable costs for the quarter (1) + (2).

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

5. Amount of costs recoverad for the quarter.

&. Amourd of recoversble costs cartied into the succesding quarier, if

any.

7. Excess, if any, of the value of Cost Recovery Peiraleum taken
and separately disposed of by CONTRACTOR aver costs
recovered for the quartsr,

{b} Payments :

I such statement shows an amount due EGPC, payment of that
smousnt shall be made in 1.5, Dollars by CONTRACTOR with the
rendition df such statement. If CONTRACTOR fails 10 make any
such payment to EGPC on the date when such payment is due, then
CONTRACTOR shall pay interest of two and half percent {2.5%)
per annum higher than the London Interbank Borrowing Offered

- Rate (LIBOR) for three (3) months U.S. Dollars deposits prevailing
on the date such interest is calculated. Such interest payment shall
not be recoverable.
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{) Settlement of Excess Cost Recovery Petrolenm :

EGPC has the right to take iy entitfernent to the Excess Cost
Recovery Penroleur under Article VI {2) (2) of the Agreement in
kind during the said quarter. A settiement shall be required with the
rendition of such statements in case CONTRACTOR has taken more

than its own entitlement of such Excess Cost Recovery Petroteum

{d) Audit Righ :

EGPC shall have a period of twelve {12} months from receipt of any
statemnent under this Article 1V in which 0 audit and raise objection
to any such statement, BGPC and CONTRACTOR shall agree on
any required adjustments. Suppotting documents and accounts will
kv available to BGPC during said twelve (12) month period.

ARTICLE Y

CONTROL AND MAJOR ACCOUNTS

(a} Exploration Obligation Centrol Accounts:

CONTRACTOR will establish an Exploration Obligation Controld
Account and an offsetling contra account {0 control thercin the !
amount of Exploration Expenditures reported on Siatements of
Activity prepared per Article § (b} (1), loss any reductions agreed to
by EGPC and CONTRACTOR following writien excepfions taken
by a Non-Operator pursuant to Article  (¢) {1), in order 1o detenmning

when minimum Exploration Obligations have been met.
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(b} Cust Recovery Control Account ;

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

(c) Major Accounts ;

For the purpose of classifying costs, expenses and cxpenditures for
cost recovery as well as for the purpose of establishing when the
minirmum Exploration obligation have been met, costs, expenses and
expenditures shall be reconded in major accounts including the
fotlowmg :

- Exploration Expenditures;

~ Development Expenditures other than Operating Expenses,

« Operating Expenses ;
Necessary sub-accounts shall be used.

Revenue accounts shall be maindained by CONTRACTOR to the
extend necessary for the comtrol ¢f recovery of costs and the
westment of Cost Recovery Patroleum,

ARTICLE Vi
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR. shall be subjeet to Egyptian
Income Tax Laws and the United States of America - ARE.
convention for the avoidance of doublle taxation and prevention of
fiscal evasion with respect to taxes on income, except as otherwise
provided in the Agreement, that any A.R.E. Income Taxes paid by
BEGPC on CONTRACTOR s behalf constitute additions] intome to
CONTRACTOR, and this additions] income 15 also subiect tc ARE.
incomme {ax, that is "grossed up”,
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CONTRACTOR' s annual income, as determined in Article TiI {g})
(2) of the Agreement, less the amount equal to CONTRACTOR s
grossed-up Egyptian income tax liability, shall be CONTRACTOR s

"Mrovizional Income®.

The “gross-up value” is sn amount added to Provisional Income
give "Taxable Income”, such that the gross-up value is equivaisnt to
the AR.E. income taxes.

THEREFORE :

Taxable Income = Provisional Income Plus Gross-up Value
and

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

¥ the YA RE income tax rate”, which means the effective or
composile tax rale due 10 the various A RE. taxes lovied op income

or profits, is constant and not dependent on the level of ncome, then:
Ciross-up Value = A R E. incomg tax rate TIMES Taxable Income.

Combining the first and last equations above.

Provisional Income x Tax Rare
Gross-up Value = ——

] - Tax Rate

Where the tax rale is axpressed 43 3 decinnl
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The sbove computations are ilastrated by the following numericnl
example. Assuming that the Provisional Income is $ 10 and the
ARE, income tax rale is forty percemt (40%), then the Gross-up

value is equaito:
$10x 0.4
— w667
I - D4

Thepelore

Provisional Incoms 31600
Plus Gross - up Valye 6.67
Taxable Income ;; ﬁ.ﬁ?w |
Lass ¢ ARE Incomse Taxes at 40% 6.67

CONTRACTOR s Income after taxes $ 10.00
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