Vo Dl e A (s ) el VA saall = e J g R

VA Wl Y ol ) g0
Jayell Balalt Gpalt degh e et F By 20t i o AL
Ihicady Josolt o8 Gondt OLS 8] 8 0 3,3,

liw Jlas diasn B
e
LY
QTR ORI S FIPE B PP
{ S R4

U L TR U L YOO S5 TN [ F S (IS N FYESK |
Joyrtll L3y o o Lape it Alhaie 3 alazudy Jsmdl o Condl gl 3 aLS
o g LoD s by 326U
{ il Bl )
o AU Jizsy ¢ il 58 T A1 By )l 5sy bt b e selild o S5
A it 0 g (Sl e
{ & Balkt)
PV TR TS IS 1) PO RV, VOTPRE- WWPR 3 THE NI+ £ gecYs
v Nikadlyh e 88 ARes ¢ Kl 3lhy 3,3l Ua ey
e s

o VEVY L Tk} (93 T et Al e
, LNt hﬁ’ﬂﬁh&ﬂ_’ll



V48T G b 8 50 ) b VA sl - e Sl A

ﬁﬂiﬂ&ﬁhﬁi
ANkl y Jg padl pe sl
o il ety B ) DRt
9
JO i ekl G puad | il
9
Lif 43 lat 48 pi
[EQC CO. INC.
o
plais Lo dblansg

.&.P*&

L V4 I s oy LS U0 | PRV
(eiasSdt ol g oo g n b b Yl Gllans) g pall raae &y g e L
VAY 3, 50 gt ] 1550 L oy ¢ ol Sala] Ll ) 22l
S P S I V) DU EP P 3 TV [ WO R O P EEE R PR L YT P EW
i Ll 3l s) Loty Ol L Ry T o 4525 by« ] S Wl 35,3,
(ads Wy ol «ddyuln b



V44T L ol 4 5 (5) b VA st~ wnn )

_'.

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
IEQC CO. INC.
IN
NORTH SINAI AREA

A.R.E,

‘This Agreement made and entered on this ............... day of ........... ,19
by and between the ARAB REPUBLIC OF EGYPT (hereinafter
referred to variously as "A.R.E." or as "GOVERNMENT"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended { hereinafter referred to as
" EGPC " ) and IEQC CO. INC., a company organized and existing
under the laws of Panama (hereinafter referred to variously as "TEQC" or
as "CONTRACTOR™.
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WITNESSETH

WHEREAS, all minerals including petroleum exisfing in mines and
quatries in the A.R.E., includimg the tertorial waters, and o the sea bed
subject to its jurigiiction and extending beyond the termtorial waters, are
the property of the State ; and

WHEREAS, BEGPC has apphied for an exclosive concession for the
exploration and exploitation of petroleum in and throughout the area
referred to in Article II, and described in Anpex " A * and shown
approximately in Ampex B ™ which are attached hereto and made part
hereof (hereinafter referred to as the "Area'); and

WHEREAS, IECGC agrees  mwlertake iis obligations provided
hereinafter as contractor with respect (o the explioration, development and
production of petrolenm in the North Sinai Area, and

WHEREAS, the GOVERNMENT desires harebhy fo grant such
concession ; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 36: of 1956, may enter into & concession agreement with BEGPC,
and with IBOC as CONTRAUTOR n the said Area .

NQW THEREFORE, the parties hereto agree. as follows .
ARTICLE ]
DEFINITIONS

(a) "Exploration” shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the driling of such shot holes, core boles,
siratigraphic tests, holes for the discovery of Petraleum or the
appratsal of Petroleum discoveries and other related holes and wells,
and the purchase or acquisition of such sepplies, materials, services
and equipment therefore, all as may be contained in the approved.
Work Programs armd Budgets. The verb "explore” means the act of
conducting exploration.
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(b) "Development" shall include, but not be limited to, all the operations
and activities pursuant to approved Work Programs and Budgets

under this Agreement with respect to :

(i) the drilling, plugging, deepening, side tracking, redrilling,
completing, equipping of development wells, the changing of

the status of a well, and

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

secondary recovery projects, and

(iii) transportation, storage and any other work or activities

necessary or ancillary to the activities specified in (i) and {11).

(c) "Petroleum’' means liquid crude oil of various densities, asphalt, gas,
casinghead gas and all other hydrocarbon substances that may be
found in, and produced, or otherwise obtained and saved from the
Area under this Agreement, and all substances that may be extracted

therefrom.

(d) "Liquid Crude Oii” or "Crude Oil"” or "Oil"” means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
lease separators or which is extracted from the gas or casinghead gas
in a plant. Such liquid state shall exist at sixty degrees Fahrenheit
(60° F) and atmospheric pressure of 14.65 PSIA. Such term includes

distillate and condensate.
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(e) ™ Gas" means natural gas both associated and non-associated, and all
. of its constituent elements produced from any well in the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therein.

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

(f) " LPG" means liquefied petrolenm gas, which is a mixture princtpally
of butane and propane 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) consecutive days where practical, but in any event in
atcordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than two thousand
(2,000) Barrels of Oil per day (BOPD). The date of discovery of
a "Commercial Qil Well" is the date on which such well is tested
and completed according to the above.

(2) "Commercial Gas Well" means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than 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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(1) "A.R.E." means ARAB REPUBLIC OF EGYPT.

() "Effectsve Date" means the date on which the text of this Agreement
15 signed by the GOVERNMENT, EGPC and CONTRACTOR, after

the relevant Law s issned,

{kj {1} "Year" means a period of twelve (12) months according to the
Gregorian Calendar.

(2) "Calendar Year" means a period of twelve (12) months according
to the Gregonan Calendar being st January to 31st December,

(I} "Fmancial Year” means the GOVERNMENT's financial year
according to the laws and regulations of the ARE.

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

(m) An "Affiliated Company® means a company:

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

(iiy which is the owner directly or indirectly of share capiial
conferring a majority of votes at stockholders' meetings of a
frarty hereto) or

(i) of which the share capital conferring 2 majority of votes at
stockholders’ meelings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party herelo are owned directly or indirectly by the same

company.
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(o) "Exploration Block" shall mean an area, the comer points of which
have to be coincident with six (6) minutes by six (6) minutes latitude
and longitude divisions, according te the International Grid System
where possible or with the existing boundaries of the Area covered

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

(p) "Development Block" shall mean an area, the corner points of which
have to be coincident with one (1) minute by one (1) minute latitude
and longitude divisions, according to the Intemational Grid System
where possible or with the existing boundaries of the Area covered

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

(q) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of proeduction, the
corner points of which have to be coincident with one (1) minute by
one (1)1 minute latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundaries of the Area covered by this Concession Agreement as set

out in Annex "A".
(r) "Agreement' shall mean this Concession Agreement and its Annexes.

(s) "Gas Sales Agreement" shall mean a written a%reemcnt between
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer), which
contains the terms and conditions for Gas sales from a Development

Lease entered into pursuant to Article VII (e).

(t) "Standard Cubic Foot” (SCF) is the amount of Gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA at

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

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

Agreement, hereinafter referred to as " the Area”.
Annex "B" is a provisional illustrative map on the scale of

1:2,000,000 indicating the Area covered and affected by this Agreement
and described in Annex "A"

Annex "C" is the form of a Charter of the Operating Company to be
formed as provided for in Article VI.

Annex "D is the Accounting Procedure.

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

Annexes "A" , "B","C", "D" and "E" to this Agreement are hereby
made part hereof, and they shall be considered as having equal force and
effect with the provisions of this Agreement .

ARTICLE 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 to or inconsistent with any provisions
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of Law No. B85 of 1953, as amended, shall hawe the force of Law, an
exclusive comoession inamd 20 the Area desoribed m Annexes ™ A ™

and “ B

{2) The GOVERNMENT shall own and bz entitled, as heremafies
providted, to a royalty i cash or in kind of 4en percent (10%) of the
total guamtity of Petroleum produced and sawved from the Area duarmg
the development period mcluding renewal Bmd royakty shall be
borne and paid by EGPC and shall not be the obligatwm of
CONTRACTOR. The paymsnt of royalties by EGPC shall not be
deemed to result in income attributable to CENTRACTQR.

(b) An initial Exploration Periad of four (4) years shall start from the
Effective Date. Twp (2) sucoessive extensions to dhe initial
Explaration Pertod, the first of three (3) years and the sscond of two
(2) years, shall be granted to CONTRACTOR at its option, upon not
fess than thirty (30) days prior written notice to EGPC, &uch notice 1o
be given not later than the end of the then current periad,.as may be
extended pursuant to the provisions of Article V (a), and gubject only
to its having fulfilled its obligafions hereunder for that.period. This
Agreement shall be termmated i neither a Commercial Oil Discovery
nor a Commercial Gas Discovery is established by the end of the
ninth (9th} year of the Exploration Period, as may be exiended
pursuant to Article V (a). The election by EGPC to undertake a sole
risk venture under paragraph (c) below shall not extend the
Exploration Period nor affect the termination of this Agreement as to

CONTRACTOR.

(c) Commercial Discovery :

(1) A Commercial Discovery- whether of Qil or Gas- may consist of
one producing reservoir or a group of producing reservoirs
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which is worthy of being developed commercially. After
discovery of a Commercial Oil or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of its Exploration program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery is worthy of being developed commercially, taking
into consideration the recoverable reserves, production, pipeline,
and terminal facilities required, estimated Petroleum prices, and

all other relevant technical and economic factors .

(11) The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Leases. They shall apply uniformly to Qil and
(Gas unless otherwise specified.

(1) CONTRACTOR shall give notice of a Commercial Discovery to
EGPC immediately after the discovery is considered by CON-
TRACTOR to be worthy of commercial development, but in
any event with respect to a Commercial Qil Well not later than
thirty (30) &ays following the completion of the second appraisal
well, or twelve (12) months following the date of the discovery
of the Commercial il Well ( unless EGPC agrees that such
pennod may be extended), whichever is later, or with respecttoa
Commercial Gas Well not later than twenty-four (24) months
following the date of the discovery of the Commercial Gas Well
(unless EGPC agrees that such period may be extended), except
that CONTRACTOR shall also have the right to give such no-
tice of Commercial Discovery with respect to any reservoir or
reservoirs even if the well or wells thercon are not
"Commercial" within the definition of the "Commercial Well"
if, 1n its opinion, a reservoir or a group of reservoirs, considered
collectively, could be worthy of commercial development.
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CONTRACTOR may also give a notice of Commercial Oil
Discovery in the event it wishes to undertake a Gas Recycling

Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of Gas reserves,
the estimated production potential and profile and field hife.

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

(iv) If Crude Oil is discovered but is not deemed by CONTRACTOR to
be a Commercial Oil Discovery under the above provisions of this
paraéraph (¢), EGPC shall one (1) month after the expiration of the
period specified above within which CONTRACTOR can give
notice of a Commercial Oil Discovery, or thirteen (13) months after
completion of a well not constdered to be a”"Commercial Oil Well"
have the right, following sixty {60) days notice 1n writing to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce, and dispose of all Crude Oil from the geological feature on
which the well has been drilled. Said notice shall state the specific
area covering said geological feature to be developed, the wells to be
drilled, the production facilities to be installed and EGPC's estimated
cost thereof, Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such arca as
provided for in the case of Commercial Discovery hereunder. In such
event all terms of this Agreement shall continue to apply to the

specified area.
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If CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole risk
operations by EGPC, such area to be mutually agreed upon by
EGPC and CONTRACTOR on the basis of good petroleum industry
practice. EGPC shall be entitled to perform, or in the event
Operating Company has come into existence, to have Operating
Company perform such operations for the account of EGPC and at
EGPC's sole cost, risk and expense. When EGPC has recovered from
the Crude Qil produced from such specific area a quantity of Crude
Oil equal in value to three hundred percent (300%) of the cost it has
incurred in carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been a separate
Commercial Oil Discovery elsewhere within the Area, to share in
further development and production of that specific area upon paying
EGPC one hundred percent (100%) of such costs incurred by EGPC.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such payment
the specific area shall either (i) revert to the status of an ordinary
Development Lease under this Agreement and thereafter shall be
operated in accordance with the terms hereof; or (ii) altermatively, 1n
the event that at such time EGPC or its Affiliated Company tis
conducting development operations in the area at its sole expense
and EGPC elects to continue operating, the arca shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentages of the Crude Oil as specified in Article VII (b).
The sole risk -Crude Qil shall be valued in the manner provided in
Article VII (c). In the event of any termination of this Agreement
under the provisions of Article Iil (b}, this Agreement shall however,
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continue to apply to BGPC's operations of any sole risk venture
hereunder, although such Agreement shall have been fermunated with
respect to CONTRACTOR pursuant to the provisions of Article (i

te)?
{d) Conversion to a Development Lease:

{1} Following a Commercial Oil Discovery or a Commercial Gas
Discovery the extent of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
gpon by EGPC and CONTRACTOR and be subject to the
approval of the Minister of Potroleum. Such area shall be
converted antomatically inmto a Development Laase without the
issue of any additional legal instrument or permission.

{11} Following the conversion of an area to a Development Lease
based on a Commercial Gas Discovery {or upon the discovery
of Gas in a Development Lease granted following a Commercial
Oil Discovery ), EGPC shall endeavour with diligence to find
adequate local markeis capable of absorbing the production of
{ias angd shall advise CONTRACTOR of the potential ontlets for
such Gas, and the expected annual schedule of demand.
Thereafter, EGPC and CONTRACTOR shall meet with a view 1o
assessing whether the outlets for such Gas and other relevant
factors warrant the development and production of the Gas and in
case of agreament the (as thus made available shall be disposed
of to EGPC under a long-term Gas Sales Agreement in accordance
with and subiect to the conditions set forth in Article VII.

{iii} The Deveiopment period of each Development Lease shall be as
follows:

{aa) In respect of a Commercial Oil Discovery, twenty (20) years
from the date of such Commercial Discovery plus the Optional
Extension Period {as defined below) provided that, in the event
that, subsequent 1o the conversion of a8 Commercial il
Discovery into a Development Lease, Gas is discovered in the
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same Development Lease and is used or is capable of being used
locally or for export hereunder, the period of the Development
Lease shall be extended only with respect to such Gas, LPG
extracted from such Gas and Crude OQil in the form of
condensate produced with such Gas for twenty (20) years from
the date of first deliveries of Gas locally or for export plus the
Optional Extension Period (as defined below) provided that the
duration of such Development Lease based on a Commercial Qil
Discovery may not be extended beyond thirty-five (35) years
from the date of such Commercial Oil 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 Gas
Discovery but shall not be required to apply for a new
Development Lease in respect of such Gas .

( bb ) In respect of 2 Commercial Gas Discovery, twenty (20) years

from the date of first deliveries of Gas locally or for export

h’ plus the Optional Extension Period (as defined below)
provided that, if subsequent to the conversion of a Commercial
Gas IDiscovery into a Development Lease, Crude Oil is
discovered in the same Development Lease, CONTRACTOR's
share of such Crude Oil from the Development Lease (except
LPG extracted from Gas or Crude OQil 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 OQil Discovery
plus the Optional Extension Period (as 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
(33) years from the date of such Commercial Discovery,
unless otherwise agreed upon between EGPC and
CONTRACTOR and subject to the approval of the Minister
of Petroleum,
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CONTRACTOR shall immediately notify EGPC of any Qil
Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Ol

The "Optional Extension Period"” shall mean a perwod of five
{3} years which may be giected by CONTRACTOR upon six
(6) months written notice to EGPC prior to the expiry of the
relevant twenty {20} year period,

() Development operations shall upon the issuance of a Development
Pease granted following a8 Commercial Oil Discovery, be staried
promptly by Operating Cormpany and be ¢onducted in accordance
with good oil field practices and accepted petroleum engmeering
principles, until the field is considered 1o be fully developed, it being
understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way 1

avoid impairing the production in the interests of the parties.
M
In the event no Commercial Production of O in regular shupments i3

established in any Development Block within four (4) years from the
date of the Commercial Oil Discavery, such Development Block
shall immedistely be relinguished uniess there 1s a Commercial Gas
Discovery on the Development Lease.

Each Development Block in a2 Developmient Lease, being party
within the radius of drainage of any producing well in such
Developmemt Lease shall be considered as participating in the
Commercial Production referred to above.

Development operations in respect of Gas and Crude 01l in the form
of condensate or LG to be produced with or extracted from such
Gas shall, upon the signature of a Gas Sales Agreement or
conunencement of a scheme 1o dispose of the Gas, whether for expott
as referred to in Article VII or otherwise, be started promptly by
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(1)

Operating Company and be conducted in accordance with good gas
field practices and accepted petroleum enginecring principles and the
provisions of such agreement or scheme. In the event no Cormmerctal
Production of Gas is established in accordance with such Gas Sales
Agreement or scheme, the Development Lease relating to such Gas
shall be relinquished, unless otherwise agreed upon by EGPC.

If, upon application by CONTRACTOR it is recogmzed by EGPC
that Crude O#l or Gas is being drained from an Exploration Block
under this Agreement into a Development Block on an adjoming
concession area held by CONTRACTOR, the block being drained
shall be considered as participating in the Commercial Producton of
the Development Block in question and the Block being drained shall
be converted into a Development Lease with the ensuing allocation of
costs and production (calculated from the Effective Date or the date
such drainage occurs, whichever is later) between the two Concession
Areas. The allocation of such costs and production under each
Concession Agreement shall be in the same portion that the
recoverable reserves in the drained geological structure underlying
each Concession Area bears 1o the total recoverable reserves of such
structure underlying both Concession Areas. The production
allocated to a Concession Area shall be priced according to the
Concession Agreement covering that concession area.

CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and expenses shall not include any interest on investment.
CONTRACTOR shall look only to the Petroleum to which 1t is

entitled under this Agreement to recover such costs and expenses.
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Such costs and expenses shall be recoverable as provided in Article
VII. During the term of this Agreement and its renewal, the total
production achieved in the conduct of such operations shall be
divided between EGPC and CONTRACTOR in accordance with the
provisions of Article VII.

(2) 1. Unless otherwise provided. CONTRACTOR shall be subject to
Egyptian income tax laws and shall comply with the requirements
of such laws with respect to the filing of returns, the assessment

of tax, and keeping and showing of books and records.

2. CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount calculated as

follows:

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

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

1i. The value, as determined according to Article VII (c), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
to EGPC in cash or in kind, if any;

Plus:

An amount equal to CONTRACTOR's Egyptian income taxes

grossed up in the manner shown in Annex "' D" Article VI.
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For purposes of above tax deductions in any Tax Year, Anicle
VII (a) shall apply only in respect of classification of costs and
cxpenses and rates of amortization, without regard to the
percentage limitation referred to in the first paragraph of Article
ViI {a) {3}, All costs and expenses of CONTRACTOR m
conducting the operations under this Agreement which are not
controlied by Article ViII {(a} as above qualified shall be
deductible in accordance with the provisions of the Egyptian

Income Tax Law,

3. BGPC shall assome, pay and discharge, in the name and on behalf of
CONTRACTOR, CONTRACTOR's Egyptian income tax out of
EGPC's share of the Petrolecam produced and saved and not used iy
aperations under Article VII. All taxes paid by EGPC in the nanwe
and on behalf of CONTRACTOR shall be considered income to
CONTRACTOR.

4. EGPC shall furnish to CONTRAUTOR the proper official receipts
evidencing {he payment of CONTRACTOR's Egyptian Income tax
for each Tax Year within ninety (%} days following the receipt by
EGPC of CONTRACTOR's tax deciaration for the preceding Tax
Year, Such receipts shall be issued by the proper Tax Authorsies and
shall state the amount and ether particulars customary for such

receipls.

5. As used herewn, Egyptian Income Tax shall be irxrhesiver of all income
taxes payable in the AR E, {mclading tax on tax) such as the fax on
mcome from movable capital and the tax om profits from cormmerce
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and industry, and inclusive of taxes based on income or profits
inciuding all dividend, withholding with respect t0 shareholders and
other taxes imposed by the GOVERNMENT on the distribution of
mcome or profits by CONTRACTOR.

6. In caleulating #s ARE. income taxes, BEGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR's Egypti.an incame taxes pald by EGPC on
CONTRACTOR's behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(g} CONTRACTOR shall commence Expioration operations hereunder
nat later than six (6) months after the Effective Date and shall
conduct one 213 semsmic program in the Area within the inilial
Exploration petiod, Not {ater than the end of the Twenty-forth (Z4th)
month after the Eiffective Date, CONTRACTOR shall start
Exploratory drilling in the Area, with a commitment of drillirg six
(6} wells during the initial Exploration Pericd. BGPC shaill make
available for CONTRACUCTOR's use all seismic, wells and other
Exploration data in EGPC's possession with respect to the Area as
EGPC 1s entitled to do so.
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(b) The inmtial Exploration Period shall be four (4) years.
CONTRACTOR may extend this Exploration Period for two (2)
successive extensions, the first of three (3) years and the second of
two (2) years respectively, each in accordance with Article III(b),
each of which upon at least thirty (30) days prior written notice to
EGPC subject to its expenditure of its minimum Exploration
obligations and of its fulfillment of the drilling obligations hereunder,
for the then current period.

CONTRACTOR shall spend a minimum of fifteen million
(15,000,000} U.S. Dollars on Exploration operations and activities
related thereto during the initial four (4) year Exploration period;
provided that CONTRACTOR shail conduct one 2D seismic
program, and drill six (6) wells. For the first three (3) year extension
period that CONTRACTOR celects to extend beyond the initial
Exploration period, CONTRACTOR shall spend a minimum of
eight million (8,000,000) U.S.Dollars. and for the second two (2)
year extension period that CONTRACTOR elects to extend beyond
the three (3)year first extension peried, CONTRACTOR shall also
spend a rmummum of seven million (7,000,000) U.S. Dollars. During
each of the first and second extension periods that CONTRACTOR
elects to extend beyond the initial Exploration period,
CONTRACTOR shall drill three (3) wells.

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required to be drilled or acquire more scismic than the minimum
required during the initial four (4) year Exploration period, or during
any period thereafter, the excess may be subtracted from the
minimum amount of money required to be expended by
CONTRACTOR or minimum number of wells required to be drilled
or the minimum seismic to be acquired during any succeeding
Exploration period or periods, as the case may be.
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In case CONTRACTOR surrenders its Exploration rights under this
Agreement as set forth above before or at the end of the fourth (4[11)
year of the initial Exploration Period, having expended less than the
total sum of fifteen million (15,000,000) U.S. Dollars, on
Exploration or in the event at the end of the four (4) years
CONTRACTOR has expended less than said sum in the Area, an
amount equal to the difference between the said fifteen million
(15,000,000) U.S. Dollars and the amount actually spent on
Exploration shall be paid by CONTRACTOR to EGPC at the time of
surrendering or within three (3) months from the end of the fourth
(4th) year of the inittial Exploration period, as the case may be. Any
expenditure deficiency by CONTRACTOR at the end of any
additional period for the reasons abovenoted shall similarly result in
a payment by CONTRACTOR to EGPC of such deficiency.
Provided this Agreement is still in force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such payments as
Exploration expenditure in the manner provided for under Article
VII in“the event of Commercial Production.

Without prejudice to Article III {b), in case no Commercial Qil
Discovery 1s established or no notice of Commercial Gas Discovery
1s given by the end of the ninth (9th) year, as may be extended
pursuant to Article V(a), or in case CONTRACTOR surrenders the
Area under this Agreement prior to such time, EGPC shall not bear
any of the aforesaid expenses spent by CONTRACTOR.

(c) At least four (4) months prior to the beginning of each Financial Year
or at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOQOR shall prepare an Exploration
Work Program and Budget for the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the
ensuing year.
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The Exploratich Work Program and Budget shall be reviewed by a
joint comumittee to be established by EGPC and CONTRACTOR
after the Effective Date of this Agreement. This Committee,
hercinafter referred to as the “"Exploration Advisory Committee",
shall consist of six (6) members, three (3) of whom shall be
appointed by EGPC and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be
designated by EGPC from among the members appointed by it. The
Exploration Advisory Committee shall review and give such advice
as it deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Exploration
Work Program and Budget to EGPC for its approval .

Following such approval, it is further agreed that :

(i) CONTRACTOR shall not substantially revise or madify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC;

(i1} In the event of emergencies involving danger of loss of lives
or property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all respects
as Exploration elxpcnditurc and shall be recovered pursuant to
the provisions of Article VIL.

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aforesaid costs.
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(e) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with good
industry practices.

Except as is appropriate for the processing of data, specialized
laboratory engineering and development studies thereon, to be
made in specialized centers outside the A. R. E., all geological
and geophysical studies as well as any other studies related to
the performance of this Agreement, shall be made in the A.R.E.

CONTRACTOR shall entrust the management of Exploration
operations in the A. R. E. to uts technically competent General
Manager and Deputy General Manager. The names of such
Manager and Deputy General Manager shall, upon appoeintment,
be forthwith notified to the GOVERNMENT and to EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient
powers to carry out immediately all lawful written directions
given to them by the GOVERNMENT or its representative
under the terms of this Agreement. Al lawful regulations issued
or hereafter to be 1ssued which are applicable hereunder and not

tn conflict with this Agreement shall apply to CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (30) days from
the end of each calendar quarter, with a Statement of
Exploration Activity relating to Exploration which has been
conducted in any portion of the Area not converted into a
Development Lease showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR’s records and necessary
supporting documents shall be available for inspection by EGPC
at any time during regular working hours for three (3) months
from the date of receiving cach Statement.

Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR in writing if it
considers:
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{1} thay the recmed of costs Is oot ComesT;

(2} thee the costs of goods or sarvices supphied are not in Ime with
the mternational market poces for goods or services of similar
guality supplex] on seniiar eoms prevailing at the time soch
gonds OF Strviors wyte suppid, provided however, that
prrrciesns ke and serwioes performeed withen the AL K. B, shall
be subject to Article XXVT;

{3} that the condition of the ousserials fumished by DONTRATHOR
does not tally wich thedr pooes; or

{4} that the costs inourred wre not reasopably required for operalions.,

CONTRACTOR shall confer with BGPC in conmeotime with the mobiun
thus preseated, and the parties shail attempt to seach a settiement which
is mutually satisfactory.

Any reimbursemnent due to BEGPU out of the Cost Rooovery Perrolemm as
& result of ;'v:aching agreement or of an arbitral award shall be prompily
made in cash to BCGPC, plus simple interest at LIBOR plus two and
oae-half percent (2.5%) per annom from the date on which the disputed
ameouni {3} would have been paid to EGPC according to Article Vi {a)
(2) and ANNEX "D" (i.e. the date of rendition of the relevant Cost
Recovery Statement) 1o the date of payment. The LIBOR rate applicable
shail be the average of the figore or figures published by the Fmancial
Times representing the mid-point of the rates (bid and ask) apphcable (0
one month U. S. Rollar deposits in the London Interbank Eurocurrency
Market on eath fifteenth(15th) day of cach month occuring betwesn the
date on which the disputed amount (s} would have been paid to EGPL
and the date on which it is-settled.
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If the LIBOR rate is available on any fifteenth (15th) day but is not
published 1n the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A. to other
leading banks in the London Interbank Eurocurrency Market for one
month U. 8. Dollar deposits.

It such fifteenth (15th) day is not a day on which LIBOR rates are
quoted n the London Interbank Eurocurrency Market, the LIBOR rate to
be used shall be that quoted on the next following day on which such
rates are quoted.

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

(g) CONTRACTOR shall supply all funds necessary for its operations in
the A. R. E. under this Agreement in freely convertible currency
from abroad. CONTRACTOR shall have the ri ght to freely purchase
Egyptian currency in the amounts necessary for its operations in the
A.R.E. from any bank or entity authorized by the GOVERNMENT
to conduct foreign currency exchanges,

(k) EGPC ts authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR an equivalent amount of U.S.
Dollars at the official A.R.E. rate of exchange. Such amounts in
U.S.Deilars shall be deposited in an EGPC account abroad with a
correspondent bank of the National Bank of Egypt, Cairo.
Withdrawals from sard account shall be used for financing EGPC'’s
and its Affiltated Companies foreign currency requirements subject
to the approval of the Minister of Petroleum.
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ARTICLE Y
MANDATORY AND VOLUNTARY RELINQUISHMENTS

{a} MANDATORY :

At the end of the fourth (4th) vear after the Effective Date hereof,
CONTRACTOR shali relinquish to the GOVERNMENT a total of
twenty-five percent {25%) of the original Ares not then converted to 3
Development Lease or Leases. Such relinquishment shall be in units of
whole Exploration Blocks or parts of Exploration Biocks not converted
1o Development l.eases 50 4s to enable the relingquishment reguirements
to be precisely fulithed.

At the end of the sevently {7th) yvear after the Effective Date hereof,
CONTRACTOR. shall relinguish to the GOVERNMENT an additional
twenty-five percent (25%) of the original Area not then converted to a
Development Lease or Leases. Such relinguishment shall be in unils of
whole Exploration Blocks or parts of Exploration Blocks not converted
o I)avclnprhent [.eases so as to enable the relinquishment requirements

to be precisely fulfilled,

Without prejudice to Agticles IIT and XXIIH and the iast three
paragraphs of this Article V (&), at the end of the ninth (8th) year of the
Exploration period, CONTRACTOR shall relinquish the remainder of
the Arca not then converind to a Development Lease or Leases.

it 15 understood that at the time of any relinguishment the areas to be
gonverted into Development Leases and which are submitted to the
Minister of Petroleum for his approval, according to Asticle I (d) shall,
subject to such approval, be deerned converted to Development Leases.

CONTRACTOR shall not be required to relinquish any Exploration
Binck or Blocks on which a Commercial Oil or Gas Welt is discovered
before the period of tme referred to n Article I {c) given 1o
CONTRACTOR to determine whether such Well is a2 Commercial
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Discovery worthy of Development, or to relinquish an Exploration Block
in respect of which a notice of Commercial Gas Discovery has been
given to EGPC subject to EGPC's right to agree on the existence of a
Commercial Discovery pursuant to Article I1I(c), and without prejudice

to the requirements of Article I11 {e).

In the event at the end of the initial Exploration Period or either of
the two successive extensions of the initial Exploration Period, a well is
actually drilling or testing, CONTRACTOR shall be allowed up to six (6)
months to enable it to discover a Commercial Oil or Gas Well or to
establish a Commercial Discovery, as the case may be. However, any
such extension of up to six (6) months shall reduce the length of the next

succeeding Exploration Period, as applicable, by that amount.

(h) VOLUNTARY

CDNT}{ACT{JR may, voluntarily, during any period relinquish all
or any part of the Area mm whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinquishment tts Exploration obligations under Article [V (b) have been

satisfied for such period.,

Any relinquishments hereunder shall be credited toward the

mandatory provision of Article V (a) above.

Following Commercial Discovery, EGPC and CONTRACTOR shall
mutually agree upon any area to be relinquished thereafter, except for the
relinquishment provided for above at the end of the total Exploration

period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

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

However, Operating Company and CONTRACTOR shall, for the
purpose of tliis Agreement, be exempted from the following laws and

regulations as now or hereafter amended or substituted:

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

COMpanics;

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

- Law No. 97 of 1983, promulgating the law conceming public sector

organisations and companies.

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

companies; and

- Law No. 38 of 1994, organizing dealings in foreign currencies.
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(b) The Charter of Operating Company is hereto attached as Annex "C".
Within thirty (30) days after the date of Commercial Qil Discovery
or within thirty (30) days after the signature of a Gas Sales
Agreement or commencement of a scheme to dispose of Gas (unless
otherwise agreed upon by EGPC and CONTRACTQR), the Charter
shall take effect and Operating Company shall automatically come
into existence without any further procedures. The Exploration
Advisory Committee shall be dissolved upon the relinquishment of
the Area not converted into a Development lease.

(c) Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and Development
in any portion of the Area converted into a Development Lease for
the remainder of the year in which the Commercial Discovery is
made; and not later than four (4) months before the end of the
current Financial Year (or such other date as may be agreed upon by
EGPC and CONTRACTOR) and four (4) months preceding the
commencement of each succeeding Financial Year thereafter (or
such other date as may be agreed upon by EGPC and
CONTRACTOR} Operating Company shall prepare an annual
Production Schedule, Work Program and Budget for further
Exploration and Development in any portion of the Area converted
into a Development Lease for the succeeding Financial Year. The
Production Schedule, Work Program and Budget shall be submitted
to the Board of Directors for approval. The Work Program and
Budget for further Exploration in any portion of the Area not
converted into a Development Lease shall be implemented ,
reviewed and approved in accordance with Article IV (¢).

(d) Not later than the twentieth (20th) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of its
total cash requirements for expenditure for the first half and the



p32

i il il | ylzel 3 336 o1 e o G50, samal) LY
o e B3k a2 i &yl i) s ol 3 S5 o5 ¢ dazall
. Al Ll

235 e M el I 1l o a5 20 ol WL pss
(Vo) 1o ] o gadly (V) oW o gl 5 iy o sl () 5,000 3
o= ol Ml (] e psald sd ] o LS 3l ¢ Il s
cdedy M Sl oy S

o T B L par o B 5l oLl Lol S 2 £y ()

SAEUL AL gal] MYl B sy g gt s
3 | i e Ol gnad | pliviond's i A Syl eati
B Jegmsdy g0 5 Lede Jpad ] oy ) o landly piliad] ol
LS ol s igald . p Lo g 5 ety JE 2
CadUsYada b Ll popaddl W) 5Lay g pal) wid b Sl
St e L00e L IS 2, Lt 33 Layy (V1) cnnadl S 3,
bl o g - p - o il | 404G, ol J| Sl 200
PR U S WIRTRE JEFR RS R INES PEY [P O VPN EY 1D
L P il dpo )y e &5 peaid | LA Ly | U I L

. T

LI T [, P | 'i£|jﬁlb¢+biv1aLMi_,ﬁm¢‘J¢Jm ()
: P d .

PYLS-U[PETP T1UYS [P0 1L A YOI, EAY VIYRE AES PO PN | P S| L g |
ol liazis L gl] (S5 Jalita sl o st s Jo LR, L2l i
033 ¢ gl Wi ezl U o all3 S oty 131 30 G S mnss

SNACIRCIN IR FOR-S IR I X PR WA



0 Y441 i.-.-.-_,.gLa'ﬁL’.i'[J] crl.i' YA J.L:J'-l.:......;,”?.l.-__ﬁ_-'

second half of the succeeding month expressed in U.S. Dollars
having regard to the approved budget. Such estimate shall take into
consideration any cash expected to be on hand at month end .

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1st) day and fifteenth (15th) day respectively, or the next
following business day, if such day 1s not a business day.

(e) Operating Company is authorized to keep at its own disposal abroad
in an account opened with a correspondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for transterring
to a local bank in the A.R.E. the required amount to meet the

expenditures in Egyptian Pounds for Operating Company in
connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange control
authorities in the A.R.E. a statement, duly certified by a recognized
firrm of auditors, showing the funds credited to that account, the

disbursements made out of that account and the balance outstanding

at the end of the year.

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

(a) 1. COST RECOVERY PETROLEUM :

Subject to the auditing provisions under this Concession Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditurﬁs in respect of all the Exploration, Development and related
operations under this Agreement to the extent and out of thirty-five
percent (35%) of all Petroleum produced and saved from all
Devetopment Leases within the Area hereunder and not used 1n

Petroleum operations. Such Petroleum is hereinafter referred to as "Cost
Recovery Petroleum™.

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

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

Exploration and the related portion of indirect expenses and
overheads.

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

3. "Operating Expenses'" shall mean all costs, expenses and
expenditures made after initial commercial production, which
costs, expenses and expenditures are not normally depreciable.

However, Operating Expenses shall include workover, repair and
maintenance of assets but shall not include any of the following:
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sidetracking, ‘redrilling and changing of the status of a well,

replacement of assets or part of an asset, additions, improvements,

rencwals or major overhauling that extend the life of the asset.

Exploration BExpenditures, Development Expenditures and Operating

Expenses shall e recovered from Cost Recovery Petroleum in the

following manner -

{1} Exploration Expenditures including those accumulated prior 1o

the commencemend of initial commercial production, which for
the purposes of this Agrecment shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas
are made, shall be recoverable at the rate of twenty percent
{20%) per annum starting either in the Tax Year in which such
expenditures are incutred and paid or the Tax Year in which
init&ai commercial production commences, whichever 1§ the later

date.

(11} Developmem Expenditures, includmg those accumuiated prior to

the commencement of initial commercial production which for
the purposes of this Agreement shail mean 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 percent
{20%;} per annum starting etther in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which
mitial commercial preduction commences, whichever i the later

date.
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(iii} Operatfng Expenses, incurred and paid after the date of initial
commercial prodaction, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Qil or the first deliveries of Gas are made,
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial commercial production occurs, whichever is the later

date.

(iv) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (ii1) above, exceed the
value of all Cost Recovery Petroleum for such Tax Year, the
excess shall be carried forward for recovery in the next
succeeding Tax Year or Years until fully recovered, but in no

case after the termination of this Agreement, as to

CONTRACTOR.

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

carried forward for recovery in the next quarter.

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

that the value of all Cost Recovery Petroleumn [as determined in
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Article VI {¢)], exceeds the sctual recoverable cosis and
experditures, including any carry forward under Article VII(a) |
(iv} to be recoverad in that guarter, then the value of such Excess
Cost Recovery Pewroleum, shall be divided between BEGPC and
CONTRACTOR in accordance with the percentages specified in
Article VII (b) I and BOPC's share shall be paid by
CDNTR_A(:T{)R to BGPC either (1) in cash in the manner sot
forth in Articie IV of the Accounting Procedure containgd in
Annex DY or (1) in kind in accordance with Avticle VI (8} 3.

3. Ninety (90) days prior to the cormmencement of sach Calendar Year
EGPC shall be entitied to elect by nolice in wriling 10
CONTRACTOR to require pavment of ap 1o one hundred percent
{100%:) of EGPC’s share of Excess Cost Recovery Petrolenm in
kind. Such payment will be in Crude Ol from the Area FAOLB.
export terminal or other agreed delivery point provided that the
ammount of Crade Oil taken by BGPC in kind in a quarter shalt not
exceed the value of Cost Recovery Orude Ui actually taken and
separately disposed of by CONTRACTOR from the Area duning
the previous quarter. I BGPCs entitlement 1o receive payrent of
its share of the Excess Cost Recovery Petroleum in kind is limited
by the foregoing provision, the baiance of such entitlement shall
tses paid in cash.

(b} PRODUCTION SHARING
t. The remaming sixty-five percent (65%) of the Pewolasum, shall be
divided between BGPU and CONTRACTOR according to the
following shares. Such shares shall be taken and disposed of
pursuant to Article VI {e):
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(i) Crude Ol

Crude O produced and saved
uticher this Agrpement and rnot
used in Potroleum pperations.
Barrels por day (BOPD)
{ouarteriy averaged

That portion or gcrement up
10 3,008, BOPD,

Thutt porhon OF ingrement o
excess of 5,000 BOPD
and up o 13000 BOPD.

k . . -
Thut portion o MCrement i
excess of 15,000 BOPD
and up 1 25,000 BOPD.

That porton of oement
excess of 25,000 BOPD
and up to 50.000 BOPD.

That postion ¢F merement i
gxeess of S0000 BOPD
arsel wp 10 100,03 BOPD.

That porlior in excess of
[O0080 BOPD,

EGHC
SHARL

pigliy-one percent

81 %

eighty-
three percent
83%

eighty~
five percend
8BS %

eighty-
seven poreent
87 %

sighty
wine percent
B

srinety-ong e o
v

CONTRACTOR
SHARE

nineteen pereent
12%

seventeen percent
17%

fiftcen percent
15%

thirteen percent
13%

gleven
percent
1%

nine percent
5%
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(i) Gas and LPG

(Gas and LPG produced and saved under this Agreement and not
used in Petroleum operations by MMSCFD {quarterly average ).

EGPC share : eighty-one percent (81%)
CONTRACTOR share: nincteen percent {19%)

2. After the end of each contractual yvear during the term of any Gas
Sales Agreement entered into pursuant fo Article VI {e), BGPC
and CONTRACTOR {as sellers) shall render to EGPC (as
buyer) a statement for an amount of Gas, if any, egual to the
amount by which the guantity of Gas of which EGPC (as buyer)
has taken delivery falls below seventy-five percent (75%) of the
contract quantities of Gas as established by the applicable Gas
Hales Agreement (the "Shortfall™), provided the Gas is available.,
Within sixty (60} days of receipt of the statement, EGPC (as
buyer) shail pay EGPC and CONTRACTOR {as seilers) for the
amount of the shaortfall, if any. The Shortfall shall be included in
EGPC's and CONTRACTOR s entitiements to Gas pursuant to
Articte VII {a) and Article VII (b) in the fourth (4th} quarter of
such contractual vear,

Quantities of Gas not taken but to be paid for shall be recorded
m a separate ¥ Take-or Pay account", Quantities of Gas {"Make
Up Gas™ which are delivered in subseguent vears in excess of
seventy-five percent {75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce guantities of Gas in the "Take-or-Pay
account” t0 the extent thereof and, to that extent, no payment
shall be due in regpect of such Gas. Such Make Up Gas shall not
be mciuded in CONTRACUTOR s entitiements to Gas pursuant
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to Article VI (a) and Asticle VI {(b). CONTRACTOR shall
have no rights to such Make Up Gas.

The percentages set forth in Article VII {2} hereinabove and this
Article VI (b} in respect of LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR shall apply 1o all LPG available for delivery.

Y VALUATION OF PETROLEUM
1. Crude Ol :

{i} The Cost Recovery Crude O 1o which CONTRACTGR 8
entitted hercunder shall be valued by EGPC and
CONTRACTOR at "Muarket Price” for each calendar quarter.

fij) "Market Price® shall mean the weighted average prices
realized from sales by BGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be
used in arriving at the weighted average(s) shall be sales of
comparable quanuties on comparable credit terms in frecly
convertible currency from F.OUB. point of export sales o
non-affiliated compantes at arm’s length under ajl Crude
sales contracts then in effect, but exciuding Crude (4l sales
contracts involving barter and;

{1) Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR 10 any Attiliated

Company.
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{2) Sales involving a quid pro quo other than paymant i a
freely converlible cumency or maotivated in whole or m
part by considerations other than the usual economic

incentives for commercial arm’'s length crude il sales.

(ii1) It is understood that in the case of C.LF. sales, appropriate
deductions shall be made for transport and insurance charges to
calcalate the F.O.B. point of export price; and always taking into
account the appropriate adjustment for quality of Crude Gii,
freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be determined

. separately for each Crude Qil or Crude Qil mix, and for each

port of loading.

¢iv) If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude Oit sales contracts in
effect, EGPC and CONTRACTCR shall mutually agree upon
the Market Price of the barrel of Crode Qil 1o be used tor such
guarter, and shall be guided by all relevant and available
evidence including current prices in freely convertibit currency
of leading crude oils produced by major oil producing countries
(in the Arabian Guif/at the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts but excluding paper sales and sales promises where ne
crude oil is delivered, to the extent that such sales are effected

under such terms and conditions (excluding the price) not
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significantly different from those under which the Crude Oil to
be valued, was sold, and always iaking into consideralion
appropriate adjustments for Crude Oil quality, freight
advantages or disadvantages of port of loading and other
appropriate adjustments, as the case may be, for differences in
gravity, suiphur, and other factors generally recognized by
sellers and purchasers, as reflected in crude prices,
transportation ninety (90) days insurance premiums, unusuaj
faes borne by the seller, and for credit terms in excess of sixty
(60) days, and the cost of loans or guarantees granted for the

benefit of the sellers at prevanling interest rates.

It js the mtent of the parties that the value of the Cost Recovery
Crude Oil shall reftect the prevailing market price for such

Crude Qil.

(v} If either BGPC or CONTRACTOR considers that the Market
Price as determined under sub-parageaph {11} above dogs not
reflect the prevailing market price or in the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude Oil
produced under this Agreement for any quarter within fifteen
(15) days after the end thereof, any party may eiect at any time
thereafter to submit to a single arbitrator the question, what
single price per barrel, in the arbitrator’s judgement, best

represents for the pertinent quarter the Market Price for the
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Cride O i guestion, The arbifrator shall make his
determination as soon 35 possible following the guarter in
guestion. His determination shall be final and binding upox ali
the parties. The arbifrator shall be selected in the manner
desertbed below,

I the event EGPLT and CONTRACTOR fail to agree on the
arpitvator within thivty (38} days rom the date any party nonfics
the other that it has decided o subit the determination of the
Market Price to anarbitrator, such arbitator shall be chosen by
thie appointing authority designated in accordange with Article
XXIV {e}, or such other appointing asthorty with acoess o such
expettise as may be agresd to between EGPC and
CONTRACTOR, with rogard 1o i qualifications for arbitralors
st Forth below, upon written application of one o both of
EGPC and CONTRACTOR, Copies of such application by one
of ther shall be prompily sent to the other.

The arbitrator shall be as nearly as possible a person with an
estallished reputation in the intemational petredenrn indastry as
an eaperi in pricing and marketing crude oil I isternations!
COMITEce.

The atbitrator shall not be a citizen of a country which does not
have dipiomatic refations with the A.R.E. and ltaly. He may not
be, at the {ime of seleciion, emploved by, or an arhitralor or
consuitant on & continuing or freguent basis to, the American
Petroleum Institute, the Organization of the Petroleum Exporting
Coundries or the Organization of Arab Pewoleum Exporting

Countries, or 2 consultant on 8 continwing basis o BEGPC,
CONTRACTOR or an Affiliated Company of either, but past
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oceasional consultation with such companies, with other
petroleum  companies, with governmental, agencies or
organtzations shall not be a ground for disqualification. He may
noi have been, at any ume dunng the two (2) years before
selection, an emplovee of any petroleum company or of any
LOVEINMENL AZENCY OF OTFAMZAHON.

Should a sejected person decline or be unable o serve as

arbitrator or shouid the position of arbitrator fail vacant prior (o
the decision called for, another person shall be chosen in the
same manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbiteator shall make s determination in accordance with
the provisions of this paragraph, based on the best ¢vidance
availabie to him. He will review oil sales contracts as well as
ather sales data and information but shall be free 1o evaluate the
exient 1o which any contracts, data or information is
substantiated or pertinent. Reprosertatives of EGPC and
CONTRACTOR shall have the right 1o consult with the
arbitrator and furnish him written materials provided the
arbitrator may smpose reasonabie lumitations on this right,
BGPC and CONTRACTTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its wrading companies. The arbiirator shall be
provided access 1 crude oil sales contracts and reluted data apd
information which BGPC and CONTRATTOR or their trading
sompanics are able 10 make available and which in the judgment
of the arbitrator might aid the arbitrator in making a valid
deterrination,

{vi) Pensling Marke! Price agreement by BGPC and CONTRACTOR

or determinalion by the arbitrator, as applicabie, the Markest
Price agreed tor the guarter preceding the quarter m question
shall remain temporarily in effect, In the event either EGPC oy
CONTRACTOR should incur 8 loss by virte of the temporary
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continuation of the Market Price of the previous guarter, it shall
promptly be reimbursed such loss by the other party plus simpie
interest at the LIBOR plus two and one- half percent (2.5%) pex
annum rate provided for in Asticle IV {f) from the date on which
the disputed amount {5} should have been paid 1o the date of
payment.

<. Cas and LPG

(i} The Tost Recovery and Production Shares of Gas subject 1o a Gas
Sales Agreement between EGPU and CONTRACTOR (a3
scliers) and EGPC (as buyer) entered into pursuant 1o Article
VI (e} shall be valued, defivered to and purchased by EGPC ata
price determined monthly according (o the following formula :

7
PG o~ 0.BS % et - x H
4296 x 10°

Where:

PG =~ the value of the Gas in U.S, Dollars per thousand standard cubic
feet {MSCE).

¥ = a value in 1S, Dollars per metric ton of the Crude of Guif of Sucz
blendd priced "FOB Ras Shukheir” calculated by reforning to "Plait’s
Otlgram Price Report “during 2 month under the heading "Spot
Crude Price Assessment for Suez Blend", This value reflects the
total averages of the published high and law values for a Barrgl
during such month divided by the number of days in such month for
which such values were quoted. The value per metric ton shail be
caicaiated on the basis of a conversion factor 10 be agreed spon
apnually between BGPC and CONTRAUTOR,
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H = the number of British Thermal Units (BTLPs) per thousand standard
cubic feet (MSCF) of the Gas based on gross calorific value.

I the event that the vaiue of IF cannot be determined because Plait’s
Oilgram Price Report is not published at ail during a month, EGPC
and CONTRAUTOR shali meet and agree the value of F by
reference (o otiier published sources, In the event that there are no
such publishod sources or if the value of ¥ cannot be deennned
pursuant 10 the foregoing for any other reason, BGPC and
CONTRACUTOR shall meet and agree 1o a vatue of I

Such evalumtion of Gas under a formula providing for 3 fifteen
paercent {13%) discount is based upon delivery at the delivery pomnt
specified in Article VI {¢) 2 (31) hereinafter, and 18 10 enabie EGPU
to finance and maintain the portions of the pipeline distribution

systetin to be provided by BEGPC.

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

F

PLPG = 095 PR -(J x0.85 x ~)
4296 x 100

Whers:

PLPCG ~ LPG price {separately determiingd for Propane and Butane} in
LS. Doilars per metric ton.
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PR = the average over a period of a month of the figures representing the
mid-point between the high and fow prices in U8, Dollars per
metric ton quoted in "Plait’s LPGaswire” during such month for

Propane and Butane FOB Ex-Ref/Stor. West Mediterrangan.

J= BT’ s removed from the Gas Stream by the LPG plant per meftic ton
of LPG produced.

F = the same value as F under sub-paragraph {i) above.

In the event that Platt's LPGaswire is issued ont certain days
during a month but not on others, the value of FR shall be
caleulated using only those issues which are published during
such month. In the event that the value of PR cannot be
sdetermined because Platt’s LPGaswire i1s not published at all
during a month, EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference to other published sources.
In the event that there are no such other published sources ar if
the value of PR cannot be determined pursuant to the foregoing
for any other reason, EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference to the value of LPG
{Propane and Butane) delivered FOB from the Meditertanean

Area.

Such valuation of LPG is based upon delivery at the dehivery

point specified in Article VI {e) (2} {i1i) heremalier.
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{1ii} The prices of Gas and LPQ so caiculated shall apply during the

same month,

(1v} The Cost Recovery and Production shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC
pursuant o Article VI {e) hereinafter shall be valued at their

actyal realized price.
() FORECASTS :

Operating Company shall prepare (not fess than ninety (90) days
prior to the beginning of each calendar semester following first regular
production) and furnish in writing to CONTRACTOR and BGPC a
forecas! setting out a total quantity of Petroleum that Operating Company

estimates can be produced, saved and transported hereunder during such

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

Operating Company shall endeavor to produce each calendar
sernester the forecast quantity, The Crude Oil shall be run 10 storage
tanks or offshore loading facilities construcied, mamtamed and operated
according to GOVERNMENT regulations, by Operating Company in
which said Crude Oil shall be metered or otherwise measured for rovahly,
and the other purposes required by this Agreement, (as shall be hapdied
by Operating Company in accordance with the provisions of Article

Vil{e).
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{«) DISPOSITION OF PETROLEUM

{1} EGPC and CONTRACTOR shail have the night and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which each is
entitled under Article VII {2) and Article VII (b). Subject to
payment of sums due 1o EGPC undey Article VI {a8) (2} and
Article IX, CONTRACTOR shall have the right {0 remit and
-retain abroad all funds acquired by it including the proceeds
from the sales of its share of Petroleum.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given t0 meet the requirements of the ARE
market from CONTRACTOR s share under Article VH {b) of
the Crude Oil produced frem the Arga and EGPC shali have the
preferential right to purchase such Crude O1l at a price to be
determined pursuant o Article YII (¢). The amount of Crude Oil
so purchased shall be a portion of CONTRACTOR s share
under Article VII (b). Such amount shall be proportional to
CONTRACTOR's share of the total production of Crude Qil
from the concession areas in the AR E. that are also subject to
EGP(C's preferential right to purchase. The payment for such
purchased amount shall be made by BGPC m US. Dollars or in
any other freely convertibie currency remittable by
CONTRACTOR abroad.

It is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five {43) days prior to the beginning of the calendar
semester, of the amount to be purchased dunng such semester
under this Article VII (&) (1).

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

{i} Priority shall be given to meet the requirements of the jocal
market as determined by EGPC.
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(ii} In the event that EGPC is to be the buyer of Gas, the
disposition of Gas to the tocal market as indicated above
shall be by virtue of long lerm Gas Sales Agreements 1o
he entered into between EGPC and CONTRACTOR {as
seHers) and EGPC (as buyer).

EGPC and CONTRACTOR {as seiters) shall have the
chligatibn to deliver Gas 1o the following point where
such Gas shall be metered for sales, royalty, and other

purposes required by this Agreement |

(a) In the event no LPOG Plant is constructed (o process such (as, the
gelivery point shail be the flange connecting the lease pipeling to
the nearest point on the National Gas Pipeline Crid System as
depicted i Annex “EY, or as otherwise agreed by BGPC and
CONTRACTOR.

{b) In the event an LPG Plant is constructed 1o process such Gas,
such Gas shall, for the purpose of valuation and sales, be
metered at the inler to such LPG Plant. However,
notwithstanding the fact that the metering shall take place at the
LPG Plant inlet, CONTRACTOR shall through the Operating
Company build a pipeline suitsble Tor transport of the processed
Gas from the LPG Plant outlel to the nearest point on the
National Gas Pipeline Grid Systern as depicted in Annex "E", or

as otherwige agreed by BGPC and CONTRACTOR. Such
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pipeline shall be owned in accordance with Article VI {2) by
EGPC, and its cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant 1o
Articie VH.

(iii) FGPC and CONTRACTOR shall consult together o defermine

“whether to build an LPG plant for recovering LPG from any Gas

produced hereunder. In the event EGPC and CONTRACTOR
decide to build such 2 plang, the plant shall, as 15 appropnate, be
in the vicinity of the point of delivery as determined in Article
Vil ()2 (3i) above. Delivery of LPG for royalty and other
purposes required by this Agreement shall be at the outlet of the
LPG plant. The costs of any such LPG plant shall be recoverable

. in accordance with the provisions of this Agrecment unless the

Minister of Petroteum agreas to accelerated recovery.,

{iv) BGPC (as buver) shail have the option to elect, by ninety (90}

days prior wrilten notice to EGPC and CONTRACTOR {as
seilers), whether payvinent for the Gas which is subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
seiiers} and BGPC {(as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII {¢),
and to which CONTRACTOR is entitled under the Cost
Recovery and Production Sharing provisions of Articie VI,
shall be made Py incash or 2 ) in kind,
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Paymonts in cash shall be made by BGPC {as buyer) & intervals
provided for v the relevant Gas Sales Agreement in U.S,
Dollars, remittable by CONTRACTOR abroad.

Payments i iand shall be calculated by converting the value of
Gas and LPG to which CONTRACTOR is entitled mnto
equivalent barrels of Crude O1l to be taken concurrently by
CONTRACTOR from the Ares, or 1o the extent that such Crude
Oil is imsufficient, Crude Qi from CONTRACTOR's other
concession areas or $uch other areas as may be agreed. Such
Crude O shall be added to the Crude OH that CONTRACTOR
is otherwise entitled to hit under this Agreement. Such
equivalent barrels shall be calculated on the basis of the
provisions of Article VII (¢} relating to the valuastion of Cost
Recovery Crude Oil,

Provided that:
%

(aa) Payment of the vahie of Gas and LPG shall always be made
in cash in U.S, Dollars remittable by CONTRACTOR
abroad to the extent that there iz insufficient Crude Qi
available for conversion as provided for above;

(bb) Payment of the vajue of Gas and LPG shall aiways be made
i1 Rind as provided for above to the extent that paymenis in
cash are not made by BEGPC.

Payments to CONTRACTOR {whether m cash or kind},
when related to CONTRACTOR's Cost Recovery
Petroleam, shall be included in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article IV of Aanex "D of this
Agreement.
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(v) Should EGPC (as buyer) fail to enter into a long-term Gas Sales
Agreement with EGPC and CONTRACTOR {as sellers) withun five
{5) years {unless otherwise sgreed) from a notice of Commercial Gas
Discovery pursuant (o Article IH, EGPC and CONTRACTOR shall
have the right to t2ke and freely dispose of the quantity of Gas and
LPG in respect of which the notice of Commercial Discovery 1s
given by exporting such Gas and LPG.

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

{vii) In the event EGPC and CONTRACTOR agrze to accept new Gas
and LPG producers o join in an ongomg export project, such
producers shall have to contribute a fair and equitable share of the
investment made,

(viii) {aa} Upon the expivation of the five (3) years period referred to m
Article VII (eY2{v) above, CONTRACTOR shall have the
obligation to exert s reasonable efforts to find an export

market for Gas reserves.

{bb) In the svent at the end of the five {3) vears period reforred to
under Article VI {e)2{v), above. CONTRACTOR and EGPC
have not entered mnto 2 Gas Sales Agrecment, CONTRACTOR
shall retam its rights 1o such Gas reserves for a further period
of up to seven (7) years, subject to Article VII (e)2(viii) (c¢}
below, during which peniod BEGPC shall attempt to fimd a
market for the Cias reserves .
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{ce) CONTRACTOR shall, at any Bme prior 10 the sxpiry of such
further seven (71 years pericd, surrender the Gas reserves, if
CONTRACTOR does not accept an offer from EGPC of a Gas
Safes Agreement within six (6) months from the date such
offer is made, provided, that in such Gas Sales Agreement or
Gas disposal scheme offered to CONTRACTOR, the rejevant

technical and economic factors to enable a commercial
contract or schamg are aken into consideration including

- A sufficient delivery rate,

- Delivery pressure to enter the National Gas Pipeiine Grid
Sysiern at a mutually accepted point of delivery.

- Delivered Gas quality specifications not more stoingent
than those bmposed or required for the National Gas
Pipeline Grid System; and

- The Gas prices as specified in this Agreement,

(dd} In the event that CONTRACTOR has not entered into a Gas
Salzs Agreement pursuant to Article VI {e) 2 or otherwise
found an acceptable scheme for commercial disposal of such
Gas, at the time of the expiration of twelve {12} vears from
CONTRACTOR's notice of Commercial Discovery of Cas,
CONTRACTOR and EGPC shall consall each other on the
disposition of the Gas reserves in respect of which such notice
has been given.

(1x) CONTRACTOR shall not be obligated 1o surrender a
Development Lease based on a Commercial Gas Discovery, if
Crude 01 has been discovered in commercial guantities i the

same Development Lease and vice versa.
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{D OPERATIONS

If following the roversion to EGPC of any rights to Crude Oif
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following surrender of nghts to Gas
hereunder, CONTRACTOR retains rights to Crude G in the same
Development Lease, operations to explore for or exploit the Petroleam,
the rights to which have reverted or been surrendered (Ol or Gas as the
case may be) may only be carried out by Operating Company which shall
act on behalf of EGPC alone, unless CONTRACTOR and EGPL agree

otherwise,
{8} TANKER SCHEDULIN(

At a reasonable time prior to the commencement of Commercial
Prodiction. BGPC and CONTRACTOR shall mect and agree upon a
procedure for scheduling tanker liftings from the agreed upon point
of export,
ARTICLE Y
TITLE TO ASSETS

{a} EGPC shall become the owner of all CONTRACTOR acquired
and owned assets which assets were charged to Cost Recovery
by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accordance
with the fellowing :

(1) Land shall become the property of EGPC as soon as it 18

purchased,
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(2) Title to fixed and movable assets shall be transferred

automatically and gradually from TCONTRACTOR to
EGRC as they become swbject to recovery in accordance
with the provisions of Article V1I; however the full utle 1o
fixed and movabie assets shall be transferred automatically
from CONTRACTOR 1o EGPC when its total cost has been
recovered by CONTRACUTOR in accordance with ihe
provisions of Article VII or at the time of termination of
this Agresrment with respect to all assets chargeable to the
operations whether recowered or not, whichever first occurs.

The book value of the assets created during each calendar
guarter shall be communicated by CONTRACTOR 1o
EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the end of each
quarter. »

(b} During the term of this Agrecment and the renewal periad BUPC,

CONTRACTOR and Operating Company are entitled to the full
use and enjoyment of all fixed and movable assels referred to
above in connection with operations hereunder or under any
other petroleum concession agreement enigred mto by the
parties. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same e¢xcept
with agreement of the other.

(¢} CONTRACTOR and Operating Company may freely ymport into

the A R.E. use therein and frecly export at the end of such use
machinery and eguipment which they either rent or lease in
accordance with good industry practices, including but not
limited to the lease of computer hardware and software.
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ARTICILE IX
BONUSES

(3} CONTRACTOR shall pay to BGPC as a signature bonus the sum

(b}

of one million five-hunderd thousand {1.500,000) 118, Dollars
on the Effective Date.

CONTRACTOR shall pay to BGPC the sum of two million

{2,000.000) U.5. Dollars as 2 production bonos when the total
average daily production from the Area first reaches the rate of
twenty-five thousand (25,000) barrels per day for a period of
thirty (30} consecutive producing days. Payment will be made
within fifteen (15) days thercafter.

{c} CONTRACTOR shall siso pay to EGPC the additional sum of

three million (3,000,000) U.S. Dollars as a production honus
when the total average daily production from the Ares first
reaches the rate of fifty thousand {50,000) barrels per day for a
period of thirty {30) consecutive producing days. Payment will
be made within fificen {(15) days thereafter .

(dy CONTRACTOR shall also pay to EGPC the additional sum of

four mithon (4,000,000) U.5. Dollars as a production bonus
when the total average daily production from the Area first
reaches the rate of one hundred thousand (100,000} barreis per
day for a period of thirty {30) consecutive producmg days.
Payment will be made within fifteen (15) days thereafier.
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{g} All the abovementioned bonuses shall in no event be recovered
by CONTRACTOR.

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

of shanng.

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

following formula :
MSCFEx H x 0.138 = eguivalent barrels of Crude Ol
where !
MSCE = one thousand standard cubic feet of Gas.

H = the number of Million British Thermal Umts (BTUs)
per MSCE .

ARTICLE X
OFFICE AND SERVICE OF NOTICES

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

notices shall be validly served.
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The General Manager mmd Depuly General Manager shall be
entrusted by CONTRACTOR with sufficient power {0 camy oat

immediately all local wrinen directions given w them by the
GOVERNMENT or #is represemtatives wmder the terms of this

Agreeraent,
ATl jawful regulations issned or hereafier to be issued wivuch are
applicable hereunder and not in conflict wath this Agreement shall apply

to the duties and activities of the Geoseral Manaper and Boputy Cegaeral
Manager.

All matters and notices shall be deemed 10 be validly sepwed which
are delivered to the office of the Generslt Manapor or which 2 sent {0
hint by registered mail to CONTRACTOR s odifiioe tn the ARE.

All matters and notices shall he dormad to be validly seewved which
are delivered to the office of the Chairman of BGPC or which are sent 1o
him by registered mail at BEGPC’s main office in Cairo,

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTRON OF LSS

{a) Operating Corapany shall take a1} proper measures, according 1o
generally accepted methods in use in the Ol and Gas industry to
prevent 0ss or waste of petroleumn sbove or under e gromrmd in
any form during driliing, producing, gathering and distributing
or storage operations. The GOVERNMENT has the gight to
prevenl any operation on any well that it mighe reasonably
expect would resalt in foss or damage so the well or the Crude
Q1 or Gas field.
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{b} Upon completion of the drilling of a productive well, Operating
Company shail infonn the GOVERNMENT or its representative
of the time when the well will be tested and the production rawe

- ascertained.

{¢) Except in instances where mulliple producing formations in the
same well can only be produced economically through a single
tubing string, Petrelonm shall not be preduced from multiple oil
bearing zones through one string of tubing at the same Ume,
except with the prior approval of the GOVERNMENT or is
representative, which shail not be unreasonably withhekl.

(d) Opegrating Company shall record data regarding the quantities of
Petroleurn and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or iis
representative on the special forms provided for that purpose
within thirty (30) days zfter the data are oblained, Daily or
weekly statistics regarding the production from the Area shall be
availabie at &l reasonabie times for examination by authorized
representatives of the GOVERNMENT,

{e) Daily drilling records and the graphic logs of wells must show
the guantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting
Petroleum, gas beaning or fresh water strata,

Any substantial change of mechanical conditions of the well
after its compietion shall be subject to the approval of the
representative of the GOVERNMENT,
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ARTICLE XII
CUSTOMS EXEMPTIONS

(a} BEGPC, CONTRACTOR, and Operating Company shall be

permutted to import and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministerial
Diecision 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 1o CONTRACTOR
by a competent authonty), and from the importation rules with
respect to the importation of machinery, eguipment, appliances,
materials, items, means of transport and transportation (the
exemption from taxes and dutizs for cars shall only apply to cars
to be used 10 operations), electric appliances, air conditioners for
offices, freld, bousing and facilities electronic appliances,
computer hardware and software, as well as spare parts reguired
for any of the imported items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for suck purpose, which states that the imported items are
required for conducting the operations pursuant to this
Agreement, Such certificate shall be final and binding and shall
avtomatically resuit in the importation and the exemption
without any further approval, delay or procedure.

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

transporiation imported by HOPCs, CONTRACTOR's and
Operating Company's contractors and sub-contractors
temporanly engaged in any activity pursuant to the operations
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which are the subject of this Agreement, shail be. cleared under
the "Temporary Release System” without payment of custom
duties, any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as aow or hereafter smended or substituted) of any
nature {except where an actual service has been rendered to
CONTRACTOR by a competent authority), upon presentation
of a duly approved certificate issued by an BUPC responsibic
represemative pommated by BEGPC for such purpose which
states that the imported tems are required for conducting the
operations pursuant to this Agreement.  Items(excluding cars
not 1o be used in operations) set out in Article X (a} imported
by EGPC's, CONTRACTOR's and QOperating Company'’s
contractors and sub-contractors for the aforesaid operations, in
arder to be installed or used permanently or consumed, shall
meet the conditions for exemption set forth in Article X1 (8}
after being duly cortified by an EGPC responsible representative
to be used for conducting operations purseant to this Agreement,

The expatriate employees of CONTRACTOR, Operating
Company and thair contractors and subr-contractors shall not be
entitied to any exemplions from custom duties and other
angiliary taxes and charges except within the timis of the
provisions of the Jaws and regulations applicable i the ARKE.
However, personal household goods and furmiture (including
one {1} car} for each expatriate emplovee of CONTRACTOR
andfor Operating Company shall be clesred under the
Tremporary Betgase System” (without payment of any customs
guties and other ancillary taxes) upon presentation of 4 leiter 1o
e appropriaie customs authorities by CONTRACTOR or
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Operating Company approved by an EGPC responsibie
representative that the imported items are imported for the sole
ase of the expatriate employee and his family, and that such
imported items shall be re-exported outside the A R.E. upon the
repatriation of the concerned expatriate employee.

(@) ltems imported into the AR.E. whether exempt or not exempt

from customs duties and other ancillary faxes and charges
hereunder, may be exported by the importing party at any time
after obtaining EGPC’s approval, which approval shall not be
unreasonably withheld, without any export duties taxes or
charges or any taxes or charges from which such items have
been already exempt, being applicable. Such items may be sold
within the A.R.E. after obtaining the approval of EGPC which
approval shall not be unreasonably withheld. In this event the
purchaser of such items shall pay all applicable customs duties
and other ancillary taxes and charges according to the conditton
and value of such items and the tanff applicable on the date of
sale, unless such items have already been sold to an Affiliated
Company of CONTRACTTOR, if any, or EGPC, having the
same exemption or unless tide to such iems {excluding cars not
used in operations) has passed o EGPC.

In the event of any such sale under this paragraph {d}, the
proceeds from such safe shall be divided in the foliowing

manner:

CONTRACTOR shall be entitled to reimbursement of its

unrecovered cost, if any, in such items and the excess, if any,

shall be paid to EGPC.
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ie) The exemption provided for in Articte X1 {a) shall not apply to
any imporied itens when iiems of the same or substantially the
same kind and quality are manufactured locally meesting
CONTRACTOR's and/or Operating Company's specifications
for quality and safety and are available for imely purchase and
delivery in the ARE. at a price not higher than ten percent
{10%) of the cost of the imported item, before customs duties
but after freight and insurance costs |, if any, bave been added.

() CONTRACTOR, EGPC and their respective buyers shall have
the right to freely export the Petrolessn produced from the Area
pursuant to this Agreement. No license shall be required, and
such Petroleum shall be exempied from any customs duties, any
taxes, levies or any other imposts in respect of the export of
Petrolsum hereunder,

ARTICLE XIIl
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{2) EGPC, CONTRACTOR and Qperating Company shail sach
maintain at their business offices in the AR.E. books of
accounts, in accordance with the Accounting Procedure in
Annex "I and accepted accounting practices generally used in
the petrotearn industry, and such other books and records gs may
be necessary 1o show the work performed under this Agreement,
including the amount and value of all Petroleum produced and
saved hereunder. CONTRACTOR and Operating Company
shall keep thelr books of account and accounting records in
United States Doilars.
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Operating Company shall fornish to the GOVERNMENT or #is
representative monthly returns showing the amount of
Petroleum produced and saved hereunder. Such returns shall be
prepared in the form required by the GOVERNMENT, or its

‘representative and shall be signed by the General Manager or by

the Deputy Genperal Manager or a duly designated deputy, and
delivered to the GOVERNMENT or its representative within
thirty {30} days after the end of the month covered in the retam.

(i) The aforesaid books of account and other books and records

(€

referred 1o above shall be available at all reasonable iimes for
inspection by duly authorized representatives of the

GOVERNMENT.

CONTRACTOR shall submit to EGPC » profit and loss
Staternent of ity Tax Year not fater than four {4) months after the
commencement of the following Tax Year 10 show its net profit
or 1085 from the Patrolenm operations under this Agreement for

such Tax Yaar,

CONTRACTOR shall at the same time submit 3 year-end
Balance Sheet for the same Tax Year to EGPC. The Balance
Sheet and financial Statements shall be certified by an Egyptian

certified accounting finm.
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ARTHCLE XIV
RECORDBS, REPORTS AND INSPECTION

{a} CONTRACUTOR andfor Operating Company shall prepare and, at

atl uymes while this Agreement 1s in force, maintain accurate and
current records of s operations ¢t the Area. CONTRACTOR
and/or Operating Company shall furnish the GOVERNMENT or
(s representative, in conformity with applicable regulations or
as the GOVERNMENT or Its representatives may reasonably
require information and data concerning its operations under this
Agreement. Operating Company will perform the functions
indicated in this Article X1V in accordance with its respective

role as specified in Article VI,

{b} CONTRACTOR and/or Operating Company shall save and keep

tor a reasonable period of lime a representative portion of each
sample of cores and cuttings taken from drilling wells, to be
disposed of, or forwarded to the GOVERNMENT or s
repréesentative in the manner directed by the GOVERNMENT.,
Al samples acquired by CONTRACTOR and/or Operating
Company for their own purposes shall be considered available

for imspection at any reascnable time by the GOVERNMENT or

{3 reprosentatives.

(¢} Unless otherwise agreed to by EGPC, in case of exporting any

rock samples outside the ARE., samples eqguivalent in sive and
gquality shall, batore such exportation, be delivered v SGPT -

represenative of the GOVERNMENT,
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(@} Originals of records can only be exported with the permussion of

BGPC; provided, however, that magnetic tapes and any other
data which must be processed or analysed cutside the ARE.
may be exported if a monitor or a comparable record, if
.avaiiat&ﬂ, ts maintained in the A.R.E. and provided that such
gxports shall be repatriated to the AR.E. promptly following
such processing or analysis on the undersianding that they

belong to EGPC.

(e) During the period CONTRACTOR is conducting the Exploration

operations, EGP{’s duly authorized representatives or
employees shall have the right to full and complete access ta the
Area al all reasonable times with the right to observe the
gperations being conducted and to mnspect ali assets, records and
data kept by CONTRACTOR. EGPC's repersentative, in
gxcrcising its rights under the preceding sentence of this
paragraph (e), shall not interfere with CONTRACTOR's
operations, CONTRACTOR shall provide EGPC with copies of
any and all data (including, but not limited to, geological and
geophysical reports, logs and well surveys) information and
interpretation of such data, and other information n

CONTRACTOR's possession,
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For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may, after the nunth (9th) vear of the Exploration
penod or the date of termination of this Agreement, whichever
13 the earlier, show any other party uninterpreted basic
geophysical and geological data {such data 1o be not less than
onc¢ {1} vear old uniess CONTRACTOR agrees to a shorier
period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT
ancl/or BGPC may at any time show another pany such data
directly obtained over or acquired from those parts of the Area
which CONTRACTOR has relinquished as long as such data is
at least one (1) year old. |

ARTHCLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR’s Exploration
operations and shall indemnify the CGOVERNMENT and/or EGPC

agatnst all damages for which they may he held Hable on account of apy

such operations,
ARTICLE XV}
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations

conducted thereon. Such representatives may examing the hooks,
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registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and mstruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Operating
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 all information
obtained by the GOVERNMENT or its representatives under this Article
XVI shall be kept confidential with respect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL
{a) It 15 the desire of EGPC and CONTRACTOR that operations

hereunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, proiessional and technical
personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the

conduct of the operations hereunder, shall be granted
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g residence as provided for in Law No. 89 of 1960 as
amended and Ministerial Order No. 280 of 1981 as

amended, and CONTRACTOR agrees that all immigration,
passport, visa and cmployment reguiations of the A RE
shali be applicable to all alten employees of

CONTRACTOR working in the A.R.E.

{2) A minimutn of twenty five percent (25%) of the combined

salaries and wages of each of the expainiate administrasive,
professional and technical personnei employed by
CONTRACTOR or Operating Company shall be paid
montkly in Egyptian Currency.

{by CONTRACTOR and Operating Company shall each select is

employees and de¢termine the number thereof, 10 be used for

@perations hereunder.

{c} CONTRACTOR shall, after consultation with EGPC, prepare

andd carry ont speciahized fraining programs for all s ARE.
ernployees engaged in operations hereunder with respect o
applicable aspects of the petrolenmn industry. CONTRACTOR
and Opergting Company underiake 10 replace gradually their
non-cxecutive eXpalriate staff by qualified nationals as they are

available,

(@) Dhuring and of the Exploration phases, CONTRACTOR shall

give mytually agreed numbers of EGPC employees an
opportumty to dliend and participate in CONTRACTOR s and

CONTRACTOR s Affiliated Comipantes' {raining programs
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relating to Exploration and Development operations. (o the
event that the total cost of such programs is less than fifty
thousand (50,000) U.S. Dollars in any Financial Year during
such period, CONTRACTOR shall pay EGPC the amount of the
shortfall withig thirty (30) days following the end of such
Financial Year, However, EGPC shall have the right that said

~ amount (US. $ 50,000) allocated for training, be paid directly to

EGPC for such purpose-
ARTICLE XVIII

LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law

No. 66 of 1953 (g;»::luding Article 37 thereof ) as amended by
Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the safe
and efficient performance of operations carried out for the
execution of this Agreement and for the conservation of the
petroleum respurces of the A.R.E, provided that no reguiations.
modification or interpretation thereof, shall be contrary to or
inconsistent with the pruvisiuns of this * reement.

(b) Except as provided in Article III (g) for income taxes, EGPC,

CONTRACTOR and Operaiing Company shall be exempted
from all taxes and duties, whether imposed by the

GOVERNMENT or municipalities including among others,
Sales Tax, Valye Added Tax and taxes on the Exploration,

Development, extracung, producing, exporting or transporting
of Petroleum and LPG as well as any and all withholding taxes
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that might otherwise be imposed on dividends, interest, tachnical
service fees, patent and trademark rovalties, and similar items.
CONTRACTOR shall also be exempted from any tax on the
liquidation of CONTRACTOR, or distributions of any income
to the sharcholders of CONTRACTOR, and from any tax ou
capital.

(¢} The rights and obligations of EGPU and CONTRACTOR under,

()

(e}

{(f)

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

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as ail regulations which
Aare duly issued by the GOVERNMENT apply from time to time
and are not in accord with the provisions of this Agreement,
such regulations shall not apply to CONTRACTOR, Operating
Company and their respective contractors and sab-contractors,
2% the case may be.

EGPC, CONTRACTOR, Operating Company and thelr
respective contractors and sub-contractors shall for the purposes
of this Agreement be exempted from all professional stamp
duties, imposis and levies imposed by syndical laws with respect
to their documents and activities hercunder.

All the exemptions from the application of A RE. laws or
regulations granted o EGPC, CONTRACTOXR, the Operating
Company, thetr contractors and sub-contraciors under this
Agreement shall include such laws and regulations as presently
11 effect or hereafier amended or substifuted.
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ARTICLE XIX

STABILIZATION

In case of changes in gxisting legislation or regulations applicable 1o the
conduct of Exploration, Development and praduction of Petroleum,
which take place after the Effective Date, and which significantly affect
the ecenomic iaterest of this Agreement to the deiriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the AR.E. the proceeds from sales of CONTRACTORs
Petroleam, CONTRACTOR shall notify EGPC of the subject legislative
or reguiatory measure, In such case, the parties shall negotiate possibie
mﬂdiﬁca;iaﬂs to this Agreement designed to restore the economic

balance thereof which existed on the Effective Date.

The parties shall use their best efforts to agree on amendments to this

Agreement within ninety (90) days from aforegsaid notice.

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

agreed on the Effective Date.

Failing agreement between the parties during the perind referred to above
i this Article XIX, the dispute may be sabmitted to arbitration, as

provided in Article XXIV of this Agrgement.
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ARTICLE XX
RIGHT OF REQUISITION
{a} In case of national emergency due to war ar imminent

expectation of war or internal causes, the GOVERNMENT may
requisition all or part of the production from the Area obtamed
hereunder and require Operating Company o increase such
production to the ufmost possible maximum. The
GOVERNMENT may also requisition the Oil and/or Gas finid
itself and, if necessary, related facilities,

(b) In any such case, such requisition shall not be effected except

after inviting EGPC and CONTRACTOR or their representative
by registered letter, with acknowledgement of receipt, ta express

their views with respect to such requisttion.

{¢) The reguisition of production shall be effectad by Ministerial

(d)

Order. Any acquisition of an Qil and/or Gas field. or any retated
facilities shall be effected by a Presidential Decree daly notified
to EGPC and CONTRACTOR.,

in the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and
CONTRACTOR for the pericd during which the requisiion is
maintained, including:

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

(2} Full repayment each month for all Petroleum extracted by
the GOVERNMENT less the rovalty share of such
praduction |
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However, any damage resulting from enemy attack is not within the
meaning of this paragraph {d). Payment hereunder shall be made to
CONTRACTOR in LLS, Dollars remitiabic asbroad. The price paid o
CONTRACTOR for Petroleum taken shall be caleulated in accordance
with Article VII (c).

ARTICLE XXI
ASSIGNMENT

(a} Netther EGPC nor CONTRACTOR may assign to 3 person, firm
or corporation, in whole or in part, any of its rights, privileges,
duties or obligations under this Agreement without the written
consent of the GOVERNMENT.

{b} To enable consideration to be given to any reguest for such
consert, the following conditions must be fulfilled:

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

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

{c} Notwithstanding the provisions of Article XXI{a),
CONTRACTOR may assign all or any of ity rights, privileges,
duties or obligations under this Agreement to an Affiliated
Company, provided that CONTRACTOR shall advise the
GOVERNMENT and EGPC in writing of the assighment.
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{4}y Any assignment, sale, transfer or other such conveyance made

(e)

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, all Income tax, sales tax, value

added tax, stamp duty. or other faxes or simiar payments.

As long as the assignor shall hold any interest under this
Agreement the assignor together with tht assignee shali be
jointly and severally liable for all duties and obligations ©f
CONTRACTOR under this Agreement,

ARTICLE XXH

BREACH OF AGREEMENT AND POWER TO CANCEL

{4} The GOVERNMENT shall bave the nght o gancel this

Agreement by Order or Presidential Decree, with respect to
CONTRACTOR in the following instances !

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

(3} If it assigns any interest hereunder conivary 1o the
provisions of Article XXI;

(3) If it is adjudicated bankrupt by a court of a compeient
jurisdiction;

(4) If it does not camply with any final decision reached as the
result of a court proceedings conducied under Article

XXIV (a);
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(8) If it intentionally extracts any mineral other than Petrolesm
not authorized by this Agreement or without the anthonty of
the GOVERNMENT, except such extractions as may be
unavoidable as the result of operations conducted hereunder
in accordance with accepied petroleum indusiry practice and
which shall be notified to the GOVERNMENT or its
representative as soon as possible; and

(6) If it commits any material breach of this Agreement or of the
provisions of Law No. 56 of 1953 | as amended by Law No,
86 of 1956, which are not contradicted by the provisions of
this Agrecment.

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 {rom the
Area all its personal property.

(b} If the GOVERNMENT deems that one of the sforcsaid causes
( other than a force majeure cause referred to 1n Article XXI1II
hereof) exists 10 cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (90} days wrilten notice
personaliy served on CONTRACTOR's General Manager in the
legaily official manner and reccipt of which is acknowledged
by hinn or by his legal agents, to remedy and remove such cause,
but if for any reason such serviee is impossible due to unnotified
change of address, publication in the Official Joumat of the
GOVERNMENT of such notice shall be considered as validly
served upon CONTRACTOR. If at the end of the sad minety
(90) day notice period such cause hay not been remedied and
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removed, this Agteement may be cancelled forthwith by Order
or Presidential Decree as aforesaid; provided, however, that if
such cause, or the fatlure 10 remedy or remove such cause resuits
from any act or omission of one party, cancellation ot this
Agreement shall be effective only against that parly and not as

against any other party hereto.
ARTICLE XXIiH

FORCE MAJEURE

{a} The norn-performance or delay in performance by EGPC and

(b}

CONTRACTOR, or cither of them of any obligation under this
Agreement shall be excused if, and to the extent that, such non-
performance o delay is caused by force marure. The period
of any such non-performance or delay, together with such
perixd as may be necessary for the restoration of any damage
done during such delay, shali be added to the time given in this
Agrevment for the performance of such obligation and for the
performance of any obligation dependent thereon and
consequently, to the term of this Apgreement, but only wiih

respect to the block or blocks affected,

“Faorew Majeure", within the meaning of this Article X XIHA,
shalt he any order, regulation or direction of the
DUYVFENMENT or the government of Tialy with respect o

CTTREACTOR whether prormuisaten in the form of 3 iaw or
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otherwise or any act of God, insurrection, riof, war, strike and
other labor disturbanee, fires, floods or any cause not due to the
fault or negligence of EGPC and CONTRAUTOR or either of
them, whether ar 1 smilar to the foregoing, provided that any

" such cause is beyond the reasonable controi of BGPU and
CONTRACTOR, or etther of them,

{¢) Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no
responsibility whatsoever 1o EGPC and CONTRACTOR, or
either of them for any damages, restrictions or loss ansing in,
consequence of such case of force majoure except a force
majenre caused by the order, regulations or direction of the
GOVERNMENT .

(d) If the force majeure cvent occurs during the mutial Exploration
Period or any extension thereof and continues in effect for a
period of six {6) months CONTRACTQR shall have the option
upon ninety (90} days prior writien notice to EGPC 0 terminate
its obligations hereunder without further liability of any kind,

ARTICLE XXIV
DISPUTES AND ARBITRATION

{31 Any dispute, contraversy or claim arismg out of or relaing 10 this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and CONTRACTOR shall be referred to
the urisdiction of the appropriate A, R, E. Courts and shatl be
finaily settled by such Courts,
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(b} Any dispute, controversy or elaim arising out of ar relating to this
Agreement, or the breach, termination or invalidity thereof, between
CONTRACTOR and EGPC shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Centre
for International Commercial Arbitration { the Centre ) in effect on
the date of the Concession Agreement, The award of the arbitrators
shall be final and binding on the parties.

(¢} The number of arbitrators shall be three (3).

{el) Hach party shall appoint one arhitrator. If, within thirty {30) days
after receipt of the claimant's notification of the appomtment of an
arbitrator, the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimamt may request the
Centre to appoint the second arbitrator.

(e} The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbilrator, the
two arbitrators have nol agreed spon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbiteator in the same way as a sole  arbitrator would be
appointed under Articte 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbirator shall be a person of a nationality
other than the AR .E. or italy and of a country which has diplomatic
relations with the A R.E. and italy and who shail have no economic
interest in the Petrotewin business of the signataries hereto.
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(f) Unless otherwise agreed by the parties to the arbitration, the
arbitration, inctuding the making of the award, shall take place in
Catro, A.R.E.

(g) The decisions of a majority of the arbitrators shall be final and
binding upon the parties and the arbitral award rendered shall be
final and conclusive. Judgment on the arbitral award rendred may be
entered in any court having jurisdiction or application may be made
11 such court for a judicial acceptance of the award and for
enforcement, as the case may be.

(h) Egyptian law shall apply to the dispute except that in the event of any
confiict between Egyptian Laws and this Agreement the provisions
of this Agreement (including the arbitration proviston) shall prevail.
Tlie arbitration shall be conducted in the English Language.

(1) EGPC and CONTRACTOR agree that if, for whatever reason,
arbitration in accordance with the above procedure cannot take
place, or i1s hkely to take place under circumstances for
CONTRACTOR witich could prejudice CONTRACTOR's right to
fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, termination or invalidity
thereof shall be settled by ad hoc arbitration n accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF THE PARTIES

(a} The rights, duties, obligations and tiabilities in respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or
coltective, it being understood that this Agreement shall not be
construed as constituting an association or corporation or

partnership.
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(b) CONTRACTOR shall be subject to the laws of the place where it is
incorporated regarding iis legal status or creation, organization,
charter and by-laws shareholding, and ownership. CONTRACTOR's
shares of capital which are entirely held abread shall not be
negotiable in the A.R.E. and shall not be offered for public
subscription nor shall they be subject {0 the stamp tax on  caputal
shares nor any tax or duty in the A. R, E. CONTRACTOR shall be
exempted from the application of Law No. 159 of 1981 ag amended.

ARTICLE XXVI
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

contractors shali :

{a} CGiive prionty to local contractors and sub-contractors, including
EGPC's Affiliated Companies as long as thetr performance is
comparable with international performance and the prices of their
services atre not higher than the prices of other contraciors and
sub-contracters by more than ten percent (10%).

(b} Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery  are comparable to imicrationally  avaiable
material, equipment, machinery and consumables. However, such
maierial,  eguipment, machinery and consumabies may be
imported for operatioens conducted hereunder if the tocal price of
such items at CONTRACTOR's er Opertating Company's operating
buse tn the A. R E. 15 more than ten percent {10%]) higher than the
price of such imported items before customs duties, but after
transporiation and insurance costs have beep added,
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ARTICLE XXVII
ARABIC TEXT

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

construing or mterpreting the Agreement,.
ARTICLE XXVIII
SHARING OF PERSONNEL
{(a) EGP(; and CONTRACTOR hereby agree that at the first Board of

Directors meeting of the Operaiing Company, Belayim Petroleum
Company ("PETROBEL") shall be designated as subcontractor for
Operating Company in the Exploration and Development operations
pursuant to any Development Lease. Any such operations performed
by PETROBEL as subcontractor of the Operating Company and any
expenditures required therefor shall be recoverable under this

Concession Agreement.

Any Exploration expenditures incurred by PETROBEL shall be
counted towards CONTRACTOR's Exploration obligations,

Overhead and other charges and payroli of personnel engaged n

activity for more than one concession agreement shall be allocated
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on the basis of periodic time studies or upon such other basis o
bases as EGPC and the concermed party or parties may agree.
PETROBEL shall be entitled to the exemptions referred to in Article

X VIl hereof in respect of its operations under this Agreement.

(b} Nothing in this Agreement shall be construed as constifuting any
relationship 10 any concession agreement herelofore entered inio by
the parties hereto or one of the parties hereto, and each of such
agreements shall be treated separately and independently in all
respects, including but not limted to royalties, laxes, and the
computation of the net profits of EOGPC and CONTRACTOR
respectively.

{c} For so long as PETROBEL is acting as subcontractor of the Operating
Company under this Agreement, EGPUC and CONTRACTOR shall
use their best efforts to the effect that the officers, directors, othar
personnel and offices of the Operating Company shall, as far as
reasonably possibie, be the same as those of PETROBEL, it being
understood that the parties comprising CONTRACTOR under this
Agreeraent shall be representied on the Board of Directors of the

Operating Company under this Agreement.
ARTICLE XXIX
GENERAL

The headings or tities 10 each of the Articles to this Agreement are
solely for the convenience of the parties hereto and shall not be used with

respect o the interpretation of said Articles.
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ARTICLE XXX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties
h.reto unless and until a Jaw 1s issued by the competent authorities of the
A R.E. authorizing the Minister of Petroleum to sign said Agreement and
giving this Agreement full force and effect of law notwithstanding
any countervailing governmental enactment, and the Agresment 15 signed

by the GOVERNMENT, EGPC, and CONTRACTOR.
IEOC CO. INC,

:
BY | oo e e+ ————
4
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

IEOC CQO. INC.
IN

NORTH SINAI AREA
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is an illustrative map at an approximate scale of
1:2,000,000 showing the Area covered and affected by this Agreement.

The Area measures approximately eighteen thousand eight-hundred
(18,800) square kilometers. The Area is comp -od of all or part of
one-hundred savﬁ:nty-sii {176) Exploration Blocks, the whaole blocks are
detined on a six (6) minute Latitude by six (6) nviute Longitude grid.

It 1s to be noted that the delineation lines of the individual
Exploration Blocks in Annex "B" are intended to be illustrative and
provisional and may not show accurately their true position in refation to

existing monuments and existing features.

Coordinates of the corner points of the Area are given in the
following table which forms an integral part of Annex "A".
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with Eastem

shoreline of Suez

Cana!l

Yy - - »
Point Latitude | Longitude Due
No. Morth East te,
. §31° 24" 00" [32° 18" 00" |East to Point 2
2. 35° 24 Q0" |32° 42" 00" | South to Point 3
3. 31° 18 Q0" 1327 42" Q0" | West to Point 4
4, 13?“ i8 GO 1227 36" 08V | South to Point 3
s 131° 12 00°|32° 36 00" |East to Point 6
6, 31° 12 00" |32° 54 00" | South ta Point 7
7. Long. intersection [32° 54' 00" [ East along the coast
i with shore of Bar- of Bardawi] Lake 10
| dawil Lake Point 8
B, Long. intersects 33 48" 00" | South to Point @
with shore of
Mediterranean Sea
Q. 3 iy 00" 133° 438 Q0% | West to Point 10
g, 137 311y 00" {  Lar inlersects North t¢ Point 1
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ANNEX "(C*
CHARTER OF OPERATING COMPANY
ARTICLEL

A joint stock company Baving the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charer.

The Company shail be subject to all laws and regulations in forge in
the AL R, E. to the extent that such laws and regulations are nos
inconsistont with the provisions of this Charter angd the Agreement
referrad 0 bejow,

ARTICLE 1

The pame of the Operating Company shall be mutuaily agread upon
between EGPC and CONTRACTOR on the date of the Commercial
Dascovery and shall be subicct to the approval of the Minister of
Patrofeum.

ARTICLE I

The Head Office of Operating Company shall be inthe AL R E. in
Cairo. |

ARTICLE IV

The obiect of Operating Company is to acl as the agency through
which BGPC and CONTRACTOR carry out and conduct the
Development operations required 11 accordance with the provisions of
the Agreement signed on the e day of - by and between the
ARAB REPUBLIC QF EBEGYPT, the EGYPTIAN GENERAL
PETROLEUM CORPORATION and CONTRACTOR  covenng
Petroleumn operations in the North Sinai Area described therein,
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Operating Company shall be the agency 10 carry out and conduct
Exploration pperations after the date of Commercial Discovery, in any
portion of the Area converted into a Development Lease pursuant to
Work Programs and Budgets approved in accordance with the
Agresment.

Operating Company shall keep account of all costs, expenses and
expenditures for such coperations under the terms of the Agreement and
Amnex Y[ thereto.

Qperating Company shall nol engage in any business or undertake
any gotivify bevond the performance of said operations unless otherwise
agreed upon by EGPC and CONTRACTOR,

ARTICLE ¥V

The authorized capital of Operating Company 8 twenty thousand
Heyptian Pounds divided into five thousand shares of common $tock with
a value of four Egyptian Pounds per share having egual voting rights,
fully paid and non-assessable,

BGPC and CONTRAUCTOR shall each pay for, hold and own,
throughout the life of Operating Company, one half (1/2) of the capilal
stock of Qperating Company provided that only in the event that either
party should transfer or assign the whole or any percentage of s
ownership interest in the entirety of the Agreement, any such transferring
or assigning party { and its successors and assignees) st transfer and
assign a stock interest in Gperating Company equal o the transterred or
assigned whole or percentage of its ownership interest in the entivety of
the satd Agrocment,
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ARTICLE ¥i

Operating Company shall not own any right, title, interest or estate in
or under the Agreement or any Development Lease created thereunder or
i any of the Petroleum produced from any Exploration Block or
Develtopmeni Lease thereunder or in any of the assets, egquipment or
other property obtained or used in connection therewith, and shall not be
nbligated as a principal for the financing or performance of any of the
duties or obligations of either EGPC or CONTRACTOR under the
Agroement, Operating Company shall not make any profit from any

sonree whatsoever,
ARTIUCLE Vi

QOperating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated heregin that Operating
Company shall decide, take action or make a proposal and the like, it is
understoad that such decision, or judgiment is the result of the decision or
wdgment of BOGPC | CONTRACTOR or EGPC and CONTRACTOR, as
miay be required by the Agreement.

ARTICLE Vil

Operating Company shall have a Beoard of Directors consisting of
right (8) members, four {4) of whom shall be designated by EGPC and
the other four {4) by CONTRACTOR. The Chairman shall be designaied
by EGPC and shall also be 3 Managing Directoy. CONTRACTOR shali

designate the General Manager who shall also be a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shall be valid if a majority of the
Diirectors are present and any decision taken at such meetings must have
the affirmative vote of five {3) or more of the Directors, provided,

however, that any Director may be represented and vote by proxy held by

another Director,

ARTICLEX

General mestings of the Sharcholders shall be valid if a majonty of

the capital stock of Operating Company 3 represented thoreal, Any

decistons taken at such meelings must have the affipmative vote of

Sharehoiders owning or representing a majority of the capiial stock.
ARTICLE X}

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

The Board shall, in due course, draw up the By-Laws of Qperating
Cornpany, amd suoch By-Laws shall be effective upon being approved hy
a General Meeting of the Sharcholders, in accordance with the provisions

of Article X hereof.
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ARTHCLE X1t

Operating Ciaupany shail come into exisience within thirty (30) days
e he date of Commercial Qil Discovery ot within thirty (30} days
1feer signature of 2 Gus Sales Agreement or commencement of @ schamie
1 Clspose of Gias, as provided for in the Agreemeni (unless otherwise

apreed by EGPC and CONTRACTOR).

The dusaeion of Operating Company shall be for g peniod egual o
the duration of the said Agreement, including any renewal therzof, unjess

Stierwise azreed by FGPC and CONTRATTOR,

The Operating Company shail be wound up ¥ the Agrecment

reverretd (o above is terminated for any reason as provided tor therein

EQC C8), INC,

rf‘l
}}‘?‘1 ] i:' e I S ——— R T S———— R Ty STy rep—y L ST T R R T

SYYPITAN GENERAL PETROLEUM CORPORATIGN
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ANNEX "D"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS
{a} Definitions

The definitions contained in Article 1 of the Agrcament shall appivio

this Accounting Procedure and have the same meanings.
(h} Staterents of Activity

(1} CONTRACTOR shall, pursuant to Article IV of this Agreernent,
render to BGPC within thitty (30} days of the end of cach
calendar quarter a Statement of Exploration Activity reflecting all

“charges and credits refated to the DBaploration operations
conducied in any portion of the Area not converted into a
Development Lease for that quarter sumumnarized by appropriate

classifieations indicative of the nature thereof,

(23 Following its coming mto existence, Operating Cormipany shal}
rendsr to BGPC and CONTRACTOR within fiftren (15} days of
the end of gach calendar quarter 2 Statement of Developmeni and
Explaution Activity reflecting ali charges and credits related to
the Develnpment and axploralion operations conducicd iy any
poriion of the Area convericd mto a Development Lease for that
qravter summarized by appropriate cipssifications indicative of
the nange thereo! except that items of controliable material and

anusual charges and credits shal! be detailed.
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() Adjustments and Audits

{1} Bach Quarterly Statement of Exploration Activity pursuant to
Article I (b) {1} shall conclusively be presumed 10 be true and
correct after three (3) months following the receipt of each
Statement by EGPC unless within the said tyee (3) months
EGPL takes written exception thereto purseant to Acticle IV (6
of the Agreement. During said three (3) month period supporting
documents will be available for inspection by EGPC during all
working hours. CONTRACTOR will have the same audit rights
on Operating Company Statements as EGPC under this
sub-paragraph.

(23 All Statements of Development and Explaration Activity for
any calendar quarter pursuant to Article [ (b) (2) shall
conclusively be presumed 1o be true and correct three (3) months
toilowing the receipt of such statement, unless within the said
three {3 months perod EGPC or CONTRACTOR takes written
exception thereio, Pending expiration of said three (3) months
EGPC or CONTRACTOR or hoth of them shall have the right
1o andit {}perating Company accounts, records amd supporting
docurnienits for such guarter mn the Same manner as provided in
Article 1V {f) of the Agreement,

{d) Currency Exchange

CONTRACTOR s books for Exploration and Operating Company's
books for Development and Expioration, it any, shali be kept in the
ARE, in U.S. Dollars. All U.5. Dollar  expendiiures shall be
charged in the amount expended. All Egyptian Pounds expenditures
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shall be converted to U.S. Dollars at the applicable rate of exchange
issued by the Central Bank of Egypt on the first day of the month in
which expenditures are recorded, and all other non-U.S. Dollar
expenditures shall be translated to U.S. Dollars at the buying rate of
exchange for such currency as quoted by National Westminster Bank
Limited, London at 10.30 a.m. G.M.T., on the first day of the month
in which expenditures are recorded. A record shall be kept of the
exchange rates used in translating Egyptian Pounds or other

non-U.S. Dollar expenditures to U.S. Dollars.

(e) Precedence of Documents

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

Agreement shall prevail.

(f) 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 Investment

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

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

Subject to the provisions of the Agreement, CONTRACTOR shall

All

zlope bear and, directly or through Operating Company, pay the
following costs and expenses, which costs and expenses shall be
classified and sllocated jo the activities according to sound and gﬁnémlly
zecepted accounting principles and treaied and recoversd in accordance
with Anticle VII of this Agreement:

{a) Surface Righis

direct cost atiributable 0 the scguisition, remcwal or

relinguishment of surface rights acquired and maintained in force for
the Ares.

{4

{h) Labour and Related Costs

Salaries ard Wages of CONTRACTOR's or Operating
Company's employees, as the case may be, directly engayed in
the various activities under the Agreement inchading salaries and
wages paid 1o geologisis snd other emplovees who are
temporarily assigned to and employed in such activities. Such
salaries and wages to be certified by a certified public
accounting fiom.

Reasonable revisions of such salaries and wages shall be
effected to take into accoun! changes in CONTRACTOR s
policies and amendments of Laws applicable to salaries. For the
purpose of this Article I (b) and of Article H {0), salaries and
wages shall mean the assessable amounts for ARE. Income
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Taxes, including the salaries during vacations and sick leaves,
but excluding all the amounts of the other items covered by the
percentage fixed under (2) below.

(2) For expairiate employees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;
2. Cost of established plans; and

3. All fravel and relocation costs of such expatriate employees
and their. families to and from the employee’s country or
point of origin at the time of employment, at the time of
separation, or as a result of transfer from one location to
another and for vacation (transportation costs for employees
and thewr families transferring from the A.R.E. to another
location other than their country of origin shall not be
charged to A.R.E. operations).

Costs under this Article I1 (b} {3) shail be deemed 10 be equal
to seventy five percent (75%) of basic salaries and wages
paid for such expatriate personngi including those paid
during vacations snd sick leaves as established in
CONTRACTOR's international policies, chargeable under
Articie IT (b} (13, Article I (1), Article HE{X) (1} and Article I

x) (3).
However, salaries and wages during vacations, sick leaves

and disability are covered by the foregoing percentage, The
percentages outlined above shall be deemed to reflect
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FCONTRACTOR & actual costs as of the Effective Diaig with
regard to the following benehits, aliowances atd Costy -

1. Housing and Ulilities Allowance,

2. Commuodities and Sarvices Allowance.

3. Special Rental Allowanve.

4. Vacation Transportation Allowance,

5. Vacation Travel Bxpense Aliowance.

&. Vacation Excess Baggage Allowance,

7. Education Allowances (Children of Expatriate Employess).

8. Mypothetical U.8.A. Tax Offset {which results in 4 reduction of
the chargeabie percenlage}

g, Storage of Personal BEffects.

18, Housing Refurlnshment Expense.
11, Property Management Service Fees.
12. Recreation Allowance.

13, Retirement Plan.

t4, Group Life Insurance.

13, Giroup Medical Insurance.

16, Sicloness and Disability.

17, Vacation Plans Paid {cxcluding Allowahle Vacalton Travel

Expenses)
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18. Savings Plan.

19. Educational Assistance.

20. Military Service Allowance.

21. F1.CA,

22. Workman's Compensation.

23. Federal and State Unemployment Insurance,
24. Personnel Transfer Expense.

25. National Insurance.

26. Any other Costs, Allowances and Benefits of a like nature as
established in CONTRACTOR s Intermational Policies.

The percentages outlined above shall be reviewed at intervals of
three (3) vyears from the Effective Date and at such time
CONTRACTOR and EGPC will agree on new percentages to be
used under this paragraph.

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

The revised percentages will reflect as nearly as possible
CONTRACTOR s actual costs of all its established allowances and

banefits and of personnel transters.

(3) For expatriate employees 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 intemational policies. Such costs shall not
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melude aoy admmtstrative overbead other than what is mentioned
in Article IF (k) (2).

4y Costs of expenditure or contribubons made pursuant to law or
assessment imposed by governmental authority which are
apphicable to labour costs of salarfes and wages as provided under
Articie I (b} (1), Article IE (D)(2), Article H (1}, Article I (k) (1}
and Article If (k) (3).

(c) Benefits, Allowances and Related Costs of National Emplovees

Bomuses, overtime, customary allowances and benefits on a
basis sinmlar fo thal prevailing for oil companies operating in the
ARE., all as chargeable ender Article If (b} {1), Article I (i},
Article T1 (k) (1) and Article IT (k) (3). Severance pay will be charged
at a fixed rate applied to payrolls which will equal an amount
;e:quiuﬂlem 1o the maximum fabidily for severance payment as

required under the A.R.E., Labour Law.
{d} Material

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or Operating Company.
{1) Purchases

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

after deduction of all discounts actoally received,
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{2} Material Furnished by CONTRACTOR

Material required for operations shail be purchased direcily
whenever practicable, except that CONTRACTOR may furnish such

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

1. New Material (Condition "AY)

New  Materigl  transferred from CONTRACTOR's or
CONTRACTORs Affiliated Companies’ warghouse or other
properties shall be priced at cost, provided that the cost of
material supplied is no higher than internationat prices for
material of sirmilar guality supplicd on similar torms, prevailing
at the tine such material was supplied.

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

a) Material which is in sound and serviceable condition and is

suitable for re-use without reconditioning shall be classed as

“Conditton "B" and priced at seventy - five percent (75%) of
the price of riew material.

by Material which cannot be classified as Condition "BY but
which is serviceable for onginal function but substantially
nat suitable for reconditioning, shall be classed as Condition
"C" and priced at fifty percent (530%) of the price of new
material,

&} Material which cannot be classified as Condition "B or
Condition "C" shali be priced at a value commensurate with
is use.

d; Tanks, buildings and other eguipment involving erection
costs shail be charged at applicable percentage of knocked -
down new price,
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(3) Warranty of Material Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond or
back of the dealer's or manufacturer’s guaranty; and in case of defective

material, credit shall not be recorded until adjustment has been received

by CONTRACTOR from manufacturers or their agents.
(e) Transportation and Employee Relocation Costs

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

activities.

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

for, employees in the conduct of CONTRACTOR’s or

Operating Company’s business.

(3) Employees transportation and relocation costs for national

employees to the extent covered by established policies.

() Services

{1) Outside services. The costs of contracts for consultants, services

and utilities procured from third parties.

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

{3} Use of HGPC's, CONTRATTOR s or their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cast of ownership and operaiion, but not
m excess of competitive rates currently prevailing in the A.R.E,

{4} CONTRACTOR s and CONTRACTOR's Affiliated Companies’
rates shall not include any administrative or overhead costs other
than what s mentioned in Article IT (&) {2},

(g) Damages and Losses

All costs or expenses, necessary to replace or repair damages or
losses 1ir:r:,t,wrua::.t by fire, flood, storm, theft, accident or any other
cause not coniroilable by CONTRACTOR or Operating Company
through the exercige of reasonable diligence. CONTRACTOR or
Operating Company shall furmish EGPC and CONTRACTOR
written notice of damages or logses incurred in excess of ten
thousand {10,000) U.5. Dollars per occurrence, as soon #s
practicable after report of same has been received by
CONTRACTOR or Operating Company.

{h) Insurance and Claim

The cost of any public liability, property damages and other
insurance against Habilities of CONTRACTOR, Operating Company
and/or the parttes or any of them to their employees and/or outsiders
as may be required by the laws, rules and regulations of the
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GOVERNMENT or as the parties may agree upon. The proceeds of
any such msarance or claim collected, less the actual cost of making

a claimy, shali be credited against pperations.

If no insurance is carried for a particular risk, in accordarice with
good internattonal o1l field practices, all related actual expenditures
wmeurred and pard by CONTRACTOR or Operating Company in
settiernent of any and all losses, claims, damages, judgments and any

other expenses, inchiding legal serviees,

1) Indirect Expenses

Camp overhead amnd faeilities such as shore base, warchouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants and other general employees
indivectly serving the Area.
() Legal Expenses :

AH costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney’'s fees and expenses zs hercinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by aty party or parties herefo in securing evidence for the purpose of
defemding against any action or claim prosecuted or urged against

the operations or the subject matter of the Agreement. In the event

actions or claims affecting the interests hereunder shall be handled



VAR Riw ple & 3 {3 ) 0 VA sandt - e Jla 4 YA

v T P

eSO 0de WLBT 28T o1 i) ¢y LA i L1 Y 45 LY
ookl b iy« 15Y Larkin Kty olband] Ju 3 5 o0
: Gt 1y G BT FurjidT vy puad ] (1)

WS TR wmw:ﬁgd}wru.ui La W LSl (V)
AU ISy o oYy il g o g S i et
By ¢ Leenslin 3 0US LS« gl 51 o p o 0 o g o i !
R EE POV PIPEL I ERWEY UL WEJE Y ERER R N L
i e Guddd JHURT b e Ol e s liizaley « {B) S AW DU 3
o Ak o piaia & U pond S e 03 5L 30 L i Lidilly
Y 52U e o) 81

i g e g il LY LY Ol eall i {Y)
om (A 0Y R 3 fad Dy e JS . 3 - p o 8 S Dl
G ¥1 2 1YY 203 punial i Vi Do iy ¢ Estand] SIS ettt
St g op gt Sl Sllen ol g g gt dlaal
sl Je Jas¥y « Oldently RS G20 Ly 007 (3 St Cilhas
A1V g bl pedis ol Vi on 5,3 5t DUy e i i
B Sl g LY idtal e by g p o gl S5l Bl
2o Cpaeinns | 2 BN Gt el 1 gt Lphammy s JatalT Loy
s Sl Sl Ladaas s LAY



0y VAR i e & 5 () b VA sl = e Jl g 3

by, the legal staff of one or more of the parties hereto, a charge

* . « g1 . * "
commensurate with cost of providing and furnishing such services

may be made to operations.
{k) Administrative Overhead and (zeneral Expenses

(1) While CONTRACTOR is conducting Exploration operations, the
cost of staffing and maintaining CONTRACTOR s head office
in the A.R.E., and/or other offices established in the A R.E. as
appropriate, other than field offices which will be charged as
provided in Article II (i), and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and directly
serving in the Area, which will be charged as provided in Article

I (b).

(2} CONTRACTOR’s administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. shall be
clr:arged 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 hercunder due to activifies under the Agreement

and covered by said percentage are :



PORT R ol & 5 13 ) A SA siall < Kene i bl YAY

A Mgty Nl y "

o okl inib 8 Gy ¢ daked (A
C R e U R 0L 1Y (1)
colalaa¥ly wlandly oht e Jyusdi ¢ el 2208 (1)
. wdhast, I HEE PR TR L [FERY R (S IUEN A
T Ennnakiglt 385 et Ty 235 GH VY 2 g ANT LY (2)
cCliaall 3 ey e gdass Lty bt
AR a8 $mtlbd e d GBI Sl 93 iaflons 573 U s s
FCIE NI TR E SR P |
wbdaall Ae Juf o ldead] Sldaanily BJEH A8 L 5 i » WIH{Y)
Whame ¥ | b O shiciindiy o Ol Raas LIl L8 A | B e L2 IS
RES PPV PR TERE FOV-R P I PRSP PSS RSN
G ol btz 3 oty o] B ) s ¢ SRR 1133 et Y S
(v 2 g Gl o w MR Jak Y el G0 e el il
by St Dildes dny mged B O el §303 bk £ i }
o Reheally T Rpmarind | d U] Uiy Eonial]
s wshalt (3
B g - o o s 2l el 0 e ] 2l 356
b i g el ial] + Wty ¢ Ui Y 0dn UG (g ol RSl 26801 41
- RSUEY 2de e LRI U o (V) () 300



YRS e e A 2 () als VA sam] = s J1 800 44

s

Y\vr

A g

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

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

5. Other departments such as legal, controllers and engineering which
contribute time, knowledge and experience (o the operations.

The foregeoing does not preciude charging for direct service under

Article II (f) (2).

(3) While Operating Company is conducting operations, Operating
Company’s personnel engaged in genegral clerical and office
work, supervisors and officers whese time is generally spent in
thes main office and not the field, and all #mployees generally
considered as general and administrative and not charged to
other types of expense will be charged to operations. Such
expenses shall be aliocated each month between Exploration and
Development operations acoording (0 sound and practicable

accounting methods.

{1) Taxes

All taxes, duties or levies paid in the AR E. by CONTRACTOR
or Operating Company with respect 1o this Agreement other

than thase covered by Article I {g} [ of this Agreement,
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{m) Continuing CONTRACTOR Costs

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

be recovered as a cost.

(n) Other Expenditures

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

ARTICLE III
INVENTORIES
{ay Periodic Inventories, Notice and Representation

Ai reasconable intervals as agreed upon by EGPU and
CONTRACTOR inventories shall be taken by Qperating Company
of the operations materials, which shall inclode all such material,
physical assets and construction projects. Written niotice of intention
to take inventory shall be given by Operating Company to EGPC and
CONTRACTOR at least thirnty (30} days before any inventory i5 1o
begin so that BEGPC 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
mventory taken by Operating Company, who shall in that event
furnish the parly not represented with a copy thereof,
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(b) Reconciliation and Adjustments of Inventories

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

and the inventory adjusted by Operating Company.
ARTICLE IV
COST RECOVERY
(a) Statements of Recovery of Costs and of Cost Recovery Petroleum

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
(15) days after receipt from Operating Company of the Statements
for Development and Exploration Activity for the calendar quarter a

Statement for that quarter showing :

1. Recoverable costs carried forward from the previous quarter, if any.
2. Recoverable costs incurred and paid during the quarter.

3. Total recoverable costs for the quarter (1) + (2).

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

5. Amount of costs recovered for the quarter.

6. Amount of recoverable costs carried into the succeeding quarter, 1if

any.

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

recovered for the quarter.
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H such Statement shows an amount due to EGPC, payment of that
amount shaill be made in U8, Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EGPC on the date when such payment is due, then
CONTRACTOR shall pay an interest of two and one-half percent
(2.3%]) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months 1.8, Dollars deposits
prevathing on the date such interest i1s calculated. Such inmterest

payment shail not be recoverable,
{c} Settlement of The Excess Cost Recovery Petroleum

EGPL has the tight 1o take its entitiement to Excess Cost Recovery
Petroleum under Axticle VII {a} of the Agreement, in kind during the
said quarier. A settlement shall be required with the rendition of such
Statement m case CONTRACTOR has taken more than ifs own

entitlement of such Excess Cost Recovery Petroleum .
(d) Audit Right

EGPC shall have a period of twelve {12) months from receipt of any
Statement under this Article IV in which to audit and raise obiaction
to any such Statement, BEGPC and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will

be available to EGPU during said twelve {12} month period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS
{a) Exploration Obligation Control Account

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to contro!l therein the total
amount of Exploration Expenditures reported on Statements of
Activity prepared per Article I (b) (1), less any reductions agreed to
by EGPC and CONTRACTOR following written exceptions taken
by a Non-Operator pursuant to Article I (¢} (1) hereof, in order to
determine when minimum Exploraiion obligations have been met.

(h) Cost Recovery Control Account

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

(c) Major Accounts

For the purposes of classifying costs. expenses and expenditures for
cost recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, expenses,
and expenditures shall be recorded in rnajor accounts including the

following :

- Exploration Expenditures;

- Development Expenditures other than Operating Expenses;
- Operating Expenses .

Necessary sub-accounts shall be used.

Hevenug accounts siall be maintained oy CONTRACTOR o the
catat necessary for the control of recovery of cosis and the

seatinent of Cos Recoves v Petroledins.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS
It 1s understood that CONTRACTOR shall be subject to Egyptian

income Tax Laws except as otherwise provided in the Agreement,
that any A.R.E. income taxes paid by EGPC on CONTRACTOR s
behalf constitute additional income to CONTRACTOR, and this
additional income is also subject to A.R.E. income tax, that is

"grossed-up'.

CONTRACTOR’s annual income, as determined in Article III (g) 2
of the Agreement, less the amount equal to CONTRACTOR’s

grossed up Egyptian income tax liability, shall be CONTRACTOR’s

'"Provisional Income".

The "gross-up value" is an amount added to Provisional Income to

give ""Eaxable Income", such that the gross-up value is equivalent to

the A.R.E. Income taxes.

THEREFORE :

Taxable Income = Provisional Income PLUS Gross-uP Value

AND

Gross-Up Value = AR.E, Income Tax on Taxable Income.

If the "A.R.E. income tax rate", which means the effcctive or
composite tax rate due to the various AR.E. taxes levied on income
or profits, 1s constant and not dependent on the level of income, then

ciuss-Up Value = ARLE. incoine tax rate TIMES Taxable Income.
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Combining the first and last equations above,

Provisional Ingome x  Tax Rate
{rross-Up Value =

P - Tax Raie

Where the tax rate is expressed as a decimai.

The above computations are illusirated by the Tollowing numerical
example. Assuming thas the Provisiona! Income is & 10 and ihe

AR.E. income tax rate 15 forty percent (40%), then the Gross-Up

Value is equal to:

i0x 0.4
% w § 667

1 - 64

THEREFORE:
¥

Provigional Income 13,00
Plus Gross - Up Value 0.67
Taxabie Income Iﬁ.ﬁ?
Jass: ALRE. Income Taxes at 40% 6.67

CONTRACTOR s Income after Taxes 1450
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