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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPFT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
[EOC CO, INC.

AND
PENNZOIL SINAL INC.

IN
WEST FEIRAN AREA
GULF OF SUEZ
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 TROC CO. INC., a company organized and existing
under the laws of Panama (hercinafter referred to as "[EQC"), and
PENNZOIL SINAIL, INC., a company organized and existing under the
laws of the British Virgin Islands (hereinafter referred to as
"PENNZOIL") ; IEQC and PENNZOIL hereinafter are referred to
collectively as "CONTRACTOR" and individually as "CONTRACTOR

Member".
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WITNESSETH

WHEREAS, all minerals tacluding petroleum existing in mines and
guarries in the A.RE,, incloding the terrnorial waters, and in the sea bed
subject to its Jurisdiction and exiending beyond the territorial waters, are
the property of the State ; and

WHEREAS, EGPC has apphed for an oxclusive concession for the
expioration and expicitation of petroleum in and throughout the area
referred to in Article 11, and described in Annex " A " and shown
approximately on Annex VB 7 which are attached hereto and made part
horeot { hereinafter refored to as the “Area" ); and

WHEREAS, IEQC and PENNZOIL, agree t¢ undertake their
abligations provided hereinafter as CONTRAUTOR with respect to the
exploration, development and production of petroleum o the West Felran
Area; and

WHEREAS, the GOVERNMENT desires hergby to grant such
Concession | and

WHEREAS, the Minister of Petroleumn pursuant to the pravisions of
Law Niu 86 of 1956, may enter im0 a concgssion agreement with EGPC,
and with TEOC and PENNZOIL as CONTRACTOR in the said Arga,

NOW, THEREFORE, the parties hereto agree as follows :

ARTICLE |

DEFINITIONY

{a) "Exploration” shall include such geological, geaphysical, aerial and
other surveys as may be contained m the approved Work Programs
and Budsgets, and the drlling of such shet holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discoveries angd other related holes and wells,
and the purchase or seguisition of such supplies, materials, services
and equipment therefor, all as may be contained in the approved
Work Programs and Budgets. The verh "explore! means the act of
conducling explorstion.
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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 ;

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

~ the status of a well, and

(11) 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

(111)- transportation, storage and any other work or activities

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

(c) "Petreleum' 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
Arca under this Agreement, and all substances that may be extracted

therefrom.

(d) "Liquid Crude Oil" 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 Fahrenheil
(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 Qil) and all non-hydrocarbon substances therein.
Said term shall include rexidual gas, that gas remaining after removal
of "LPG".

(f) " LPG" means liquefied pctroleum gas, which is a mixture principally

of butane and propane liqueficd by pressure and temperature.

(2) A "Barrel" shall consist of forly-two (42) United States gallons, liquid
measure, corrected 1o 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
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than two thousand
(2,000) Barrels of Oil per day (BOPD). The date of discovery of
a "Commercial Oil Well" is the date on which such well is tested

and completed according to the above.

(2) "Commiercial Gas Well" means the first well on any geclogical
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 indusuy 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 (MMSCFED).
The date of discovery of a "Commercial Gas Well" 1s 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.

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

thie relevant Law 15 issued.

(k) {1) "Ycar" 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 Gregorian Calendar being 1st January to 31st December.

(1) "Fmancial Year" means the GOVERNMENT's financial year

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

(m) "Tax Year' means the period of twelve (12) months according to the

laws and regulations of the A.R.E,

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

(1) of which the share capital, conferring a majority of votes at

stockholders' meetings of such company 15 owned directly or

indirectly by a party hereto;

(11} which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder's meetings of a

party hereto; or

{u1) of which the share capital conferring a majority of votes at
stockholders' meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same

company.
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(0) "Exploration Block" siiall mean an area, the corner points of which

have to be coincident with six (6) minutes by six (6) minutes 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'"

(p) "Development Block" shall mean an area, the comer points of which

(q)

have to be coincident with one (1) minute by one (1) minute latitude

.and longitude divisions, according to the Intemational Goid System

where possible or with the existing boundaries of the Area covered

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

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

out in Annex "A" .

(r) "Agreement” shall mean this Concesston Agreement and its Annexes.

{8) "Gas Sales Agreement” shall mean a written agreement 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) 15 the amount of Gas necessary to fill

one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA ul

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, herenafter referred to as " the Area”.
Annex "B" is a provisional illustrative map cn the scale of

1:500,000 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 VL.

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 1II
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. 66 of 1953, as amended, shall have the force of Law, an
exclusive concession in and to the Area described in Annexes " A "

and"B".

(a) The GOVERNMENT shall own and be entitled, as hereinafter
provided, to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleurmn produced and saved from the Area during
the development period including renewal. Said royalty shall be
borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of royalties by EGPC shall not be
deemed to result in income attributable toc CONTRACTOR.

(b} An initial Exploration pericd of three (3) years shall start from the
Effective Date. Two (2) successive extensions 1o the initial
Exploration Period, each of two (2) years respectively, shall be
granted to CONTRACTOR at its option, upon not less than thirty
(30) days prior written notice to EGPC, such notice to be given not
later than the end of the then current period, as may be extended
pursuant to the provisions of Article V (a), and subject only to its
having fulfilled its obligations hereunder for that period. This
Agreement shall be terminated if neither a Commercial Ohl Discovery
nor a Commercial Gas Discovery is established by the ¢nd of the
seventh (7th) year of the Exploration period, as may be extended
pursuant to Article V (a). The election by EGPC 10 undertake a sole
risk venture under paragraph (c) below shall not extend the
Exploration Period nor affect the terminanon of this Agreement as to
CONTRACTOR.

(¢) Commercial Discovery :

(1) A Commercial Discovery- whether of O1l or Gas- may consist of
one producing reservelr or a group cf producing reservoirs
which is worthy of being developed commercially. After
discovery of a Commercial Qil or Gas Well CONTRACTOR
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{31}

shall, unless otherwise agreed upon with EGPU, undertake as
part of tts Exploration program the appraisal of the discovery by
drilling one or tnore appraisal wells, to determine whether such
discovery is worthy of being developed comumercially, taking
o consideration the recoverable reserves, production, pipeline,
and terminai facilities required, estimated Pewroleum prices, and
all other relevant technical and econemic factors .

The provisions laid down herein posiulate the umty and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oul and Gas
unless otherwise specified,

(it} CONTRACTOR shall give notice of 2 Commerciat Discovery o

EGPC immediately after the discovery i3 considered by
CONTRACTOR 1o be worthy of commercial development, but
int any event with respect to a Commercial O Well not ater
than thirty (30) days following the completion of the second
appraisal well, or twelve (12) months following the date of the
discovery of the Commercial Qi Well {unless EGPU agrees that
such period may be extended), whichever s later, or with
respect to a Commercial Gas Well not later than twenty-four
{24} months {ollowing the date of the discovery of the
Commercial Gas Well {uniess EGPC agrees that such period
may be extended), except that CONTRACTOR shali also have
the right to give such notice of Commercial Discovery with
PESpECt 10 ARy rescryoil or reservolrs even if the well or wells
thereon are not “"Commercial" withm the definition of the
"Commercial Well" if, in its opiniou, a reservair or a group of
reservolrs copsidered collectively, could be worthy of
comrrercial development,

CONTRACTOR may also give a notice of Commergial Oil
Duscovery in the event i1 wishes to undertake a Guas Recychng

Project.
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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 life.

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

in writing that a Commercial Discovery exists.

(iv) If Crude Oil is discovered but 1s not deemed by CONTRACTOR to
be a Commercial Oil Discovery under the above provisions of this
paragraph (c), EGPC shall one (1) month after the expiratton of the
pericd specified above within which CONTRACTOR can give
notice of a Commercial Oil Discovery, or thirteen (13) months after
completion of a well not considered to be a"Commercial O1l Well"
have the right, following sixty (60) days notice 1n wrtting to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce, and dispose of all Crude Ol from the geological feature on
which the well has been drilled. Said notice shall state the specific
area covering said geolegical 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 area as
provided for in the case of Commercial Discovery hereunder. In such
event all terms of this Agreement shall continue to apply to the

specificd area.
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If CONTRACTOR clects not to develop such area, the specific
area c¢overing said geological feature shall be set aside for sole risk
operations by EGP{L, such area to be mutually agreed upon by
EGPC and CONTRACTOR on the basis of good petroleum imdustry
practice. EGPC shall be entitled to perform, or in the event
Opevating Company has come e existence, 10 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 O1l proeduced from such specific area a quantity of Crude
0il equal in value to three hundred percent [3009%) of the cost it has
incurved in carrying out the sole risk operations, CONTRAUTOR
shall have the option, only In the event there has been a separate
Cormmercial Oil Discovery elsewhere within the Area, to share in
further development and production of that specific ar¢a upon paying
EGP( one hundred percent (100%) of such costs incurred by EGPC.

Such one hundred percent (009} 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 gnder this Agreement and thereafter shall be
operated in accordance with the terms hereof; or (i) alternatively, 1n
the event that at such time EGPC or its Affiliated Company is
conducting Development operations in the area at ity sole expense
and BEQGPC elecis to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentages of the Crude Oil as specified in Article VIT {I).
The sole risk Crude O3 shall be valued mn the manner provided in
Articie VII (c}. In the event of any termmation of this Agreement

under the provisions of Article ITII(b), this Agreemeni shall, however,



VAR L b & 5 () b VA sadi - L B b Y

TSNS TR JFy | N RS JCS BAPRE S 1 SI0 | JL7L U PP B S VA PN |
Jylidd aeedlly dois 23U sdn cLiadi! o o2 )1 Lo al)3y A 3LY!
U e () 5,0 e s

: G e of| gt (3)
I U)oy ) (ol Okt T oy gl lassl ol e (V)
Sl e 5 slill Lolud 1 60 Gl Je Laos Jy Lty iy
Sl s 3 dy 2l s Gl e Jpadl 0 WS L i Lgudia
ol ol Slacel Jl aabs 58 demas aiie ) Lolils s Ludl s J ok
e..r"“"-}i LF.F‘F;-'J-*G
SEl g Glasst bl e Loy e I dmbens L) Ju® iz (V)
i (gl ) 0F SLasST i it a5 L wiliasT e 4 )
] U Clanind e 3,50 ZilS Ladows Gl sy agdl i gl
bl a3yl g il Iyl 5L i) Mol | B J L s,
SLd g dW) colS 1] Lo s oy JHARL Dy dgd) pasf Wl sy
Pl iy o Lt plaly deats peasnd ody 3 Al o 231 Jal all,
J2V Josh U g dde gl il W L) L) L U LS
LB UL Ll by il Wby Ly

o oS el ah JS Sl B i 98I (T

(Y-} s Lmandll 58 5055 ol g )t GLARSYY Ghes Lo (1)

obet V) slaa ] 5 i gl lias g, ) GUESYE S )b (0 Lo

i s 5L GLAzSI Ul Gl bty (2bal gnes pa LS )



VAR i ol & 3 (A 00 VA saall - e JE R A

i

L

continue to apply to EGPC's operations of any sole risk venture
hereunder, although such Agreement shall have been tenmnated with
respect to CONTRACTOR pursuant to the provisions of Ariicie Il

(D).
(d) Conversion to a Development Lease:

{1) Following a Comunercial Oil Dhscovery or a Commercial Gas
Discovery, the extent of the whole area capable of preduction fo
be covered by a Development Lease shall be mutually agreed
upon by EGPC and CONTRACTOR and be subject to the
approval of the Minister of Petroleum. Such area shall be
converted automatically into a Development Lease without the
issue of any additional legal msirument or permission.

(it} Following the conversion of an area 10 a8 Development Lease
based on a Commercial Gas Discovery (or upon the discovery
of Gas in a Development Lease granted following a Commercial
O1l Discovery ), EGPC shall endeavour with diligence to find
adequate local markets capable of absorbing the production of
{3as and shall advise CONTRACTOR of the potential outlets for
such Gas, and the expected annual schedule of demand.
Thereafter, EGPC and CONTRACTOR shail meet with a view to
assessing whether the outlets for such Gas and other relevant
factors warrant the development and production of the Gas and in
case of agreament the Gas thus made available shall be disposed
of to EGPC under a long-term Gas Sales Agreernent in accordance
with and subject to the conditions set forth in Article VII.

(iii) The Development period of each Development Lease shall be as
foliows:

{aa} In respect of a Commercial Qi 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 to the conversion of a Commercial il
Discovery into s Development Lease, Gas is discovered n the
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same Development Lease and 15 used or is capable of being used
locally or for export hereunder, the pertod of the Development
Lease shall be exiended only with respect o such Gas, LPG
extracted from such Gas and Crude Oif in the form of
condensate produced with such Gas for twenty (20} years from
the date of first debrveries of Gas locally or for export plug the
Optional Extension Period {as defined below) provided that, the
duration of such Development Lease based on g Commercial (i

Discovery may not be extended beyond thirty-five {35) veary

from the date of such Commercial Qil Dhiscovery unless
otherwise agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petreleam

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 .

( bh) In respect of a Caommercial Gas Discovery, twenty (20} years

from the date of first deliveries of Gay locally or for export
plus the Optional Estension Peried (4§ defined below)
provided that, if subsequent 1o the conversion of a Commercial
Gas Disgovery into 2 Development Lease, Crude Qil as
discovered in the same Development Lease, CONTRACTOR's
share of such Crude O3 from the Development Lease {except
LPG extracted from (Gas or Crude O in the form of
Condensate produced with Gas) and (Gas associated with such
Crude Ol shall revert entirely to BEGPC upon the lapse of
twenty (201 years from the date of such Crude Oil Discovery
pius the Optional Extension Penod {as definad below).

Notwithstanding, anyihing to the contrary under Hus
Agreement, the duration of a Deveiopment Lease based on 2
Commercial Gas Discovery shall in no case exceed thirty-five
{35} years from the date of such Commercial Discovery,
aniess otherwise agreed uwpon between EGPC and
CONTRACTOR and subjoct to the approval of the Minster
ot Petroteum.
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CONTRACUTOR shall immediatety notily EGPU of any Ot
Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Qi

The "Optionai Extension Period" shall mean a2 period of five
(5} years which 1y be elected by CONTRACTOR upon six
{6} months written notice 1w BGPC prior to the expiry of the
retevant twenty {20} years period,

{2} Development operations shall upon the ssuance of a Developmeny
Lease granted following a Conmunercigl O3 Discovery, be started
promptly by Opereating Company and be conducted tn acgordance
with good oil field pracuces and accepted petrpleum engineering
principles, until the field 1s considered to be fully developed, i being
understood that 1f associated gas 15 not uiilized, BGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid impairing the produchion m the interasts of the parlies.

I11 the event no Commerciat Production of Oil in regular shipments iy
established in any Development Block within four (4) years from the
date of the Commercial O3 Discovery, such Development Block
shall mmediately be relinquished, uniess there 1s 2 Commuercial Gas
Discovery on the Development Lease.

Each Development Block in a2 Dovelopment lLease being purtly
within the radigys of drainage of any producing well 1 such
Development Lease shall be considered as participating in the
Commercial Production referred 10 above,

Development aperations in respect of Gas and Crude Gil in the form
of condensate or LPG to be produced with or exiracted from such
{as shail, opon the signature of a8 Gas Sales Agreement oy
commencement of a scheme to digpose of the Gas, whether for expont
as referred 1o in Article VI or otherwise, be started promptly by
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(f)

Operating Company and be conducted in accordance with good gas
field practices and accepted petroleum engineering principles and the
provisions of such agreement or scheme. In the event no Commercial
Production of Gas is established in accordance with such Gas sales
Agreement or scheme, the Development Lease relating to such Gas

shall be relinquished, unless otherwise agreed upon by EGPC.

If, upon application by CONTRACTOR it 1s recognized by EGPC
that Crude Oi1l or Gas 1s being drained from an Exploration Block
under this Agreement into a Development Block on an adjoining
concession arca held by CONTRACTOR, the block being drained
shall be considered as participating in the Commercial Production 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 dfainagﬂ occurs, whichever 1s 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 to the total recoverable reserves of such
structure underlying both Concession Areas. The production
allocated io a Concession Area shail 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 it 1s

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
VIL Daring the term of this Agreement and its renswal, the total
production achieved in the conduct of such operations shall be
thvided beiween EGPC and CONTRACTOR in accordance with the
provisions of Article ViL

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

(£} CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount cajculated as

fotlows:

The total of the sums received by CONTRACTOR from the sale
or ather disposition of all Petroleum acquired by CONTRACTOR
pursuant {0 Articie VI () and Artigle VII (b}

reduced by :
{1} The vosts and sxpenses of CONTRACTOR:

{it} The value, as determined according w Article VI {¢), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
w BEGPC in cash or in kind, if any,

Plag:

An amount cqual 1o CONTRACTOR's Egyptian income taxes

grossed up i the marmer shown in Annex ¥ D” Anicle V1L
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(3)

(4)

For purposes of above tax deductions in any Tax Year, Article
VII (a) shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
percentage limitation referred to (n the first paragraph of Article
VII (a) (1). All costs and expenses of CONTRACTOR in
conducting the operations under this Agreement which are not
contrelled by Article VIJ (a) as above gualified shall be
deductible in accordance with the provisicns of the Egyptian

Income Tax Law.

EGPC shall assume, pay and discharge, in the name and on behalf of
CONTRACTOR, CONTRACTOR's Egyptian income tax out of
EGPC's share of the Petroieum produced and saved and not used n
operations under Article VIL. All taxes paid by EGPC in the name
and on-behalf of CONTRACTOR shall be considered income to
CONTRACTOR.

EGPC shall furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (90} days following the receipt by
EGPC of CONTRACTOR's tax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tax Authorities and
shall state the amount and other particulars customary for such

receipts.

(5) As used herein, Egyptian Income Tax shall be inclusive of all income

taxes payable in the A.R E. (including tax on tax) such as the tax on
iIncome from movable capital and the tax on profits from commerce

and industry, and inclusive of taxes based on mmcome or profits
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including all dividends, withholding with respect to shareholders and
other taxes imposed by the GOVERNMENT on the distribution of
income or profits by CONTRACTOR.

(6) In calculating its A.R.L. inccme taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR's Egyptian income taxes paid by EGPC on
CONTRACTOR's behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(1} CONTRACTOR shall commence Exploration operations hercunder
Aol later than twelve (12) months after the Effective Date with a
commitment of conducting one seismic program. Not later than the
end of the twenty-fourth (24th) _m::unth after the Effective Date,
CONTRACTOR shall start exploratery drilling in the Area, with a
commitment of drilling two {2) wells during the initial Exploration
period. EGPC shall make available for CONTRACTOR's use all
seismic, wells and other Exploration data in EGPC's posscssion with

respect to the Area as EGPC 1s entitled to do so.

(b) The initial Exploration Period shall be three (3) years.
CONTRACTOR may extend this Exploration Period for two (2)
successive extensions each of two (2) ycars respectively (n

accordance with Article IHI(b), cach of which upon at [east thirty {30)
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days prior written notice to EGPC subject 1o its expenditure of its
minimum Exploration obligations and of its fulfillment of the

drilling obligations hereunder, for the then current period.

CONTRACTOR shall spend a minimum of seven million
(7.000,000) U.S. Dollars on Exploration operations and activities
related thereto during the initial three (3) year Exploration period,
provided that CONTRACTOR shall conduct one seismic program
and drill two (2) wells. For the first two (2) year extension period
that CONTRACTOR elects to extend beyond the initial Exploration
period, CONTRACTOR shail spend a minimum of five million
(5,000,000) U.S.Dollars, and for the second two (2) year extension
period that CONTRACTOR elects to extend beyond the two
(2)years first extension period, CONTRACTOR shall also spend a
minimum of three million {3,000,000) U.S. Dollars. During the first
and second extension periods that CONTRACTOR elects to extend
beyond the initial Exploration period, CONTRACTOR shall drill
two (2) wells in the first extension and one (1) well in the second

extension.

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 seismic than the minimun
required during the initial three (3) 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 third (3rd)
year of the initial Exploration period, having expended less than the
total sum of seven millien (7,000,000) U.S. Dollars on Exploration,
or in the event at the end of the three (3) years CONTRACTOR has
expended less than said sum in the Area, an amount equal to the
differcnce between the said seven million (7,000,000) 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
(33 months from the end of the third (3rd) yecar of the initial
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 4 payment by
CONTRACTOR to EGPC of such deficiency. Provided this
Agrecment 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 Tl (b), in case no Commercial O1l
Discovery is established or no notice of Commercial Gas Discovery
is given by the end of the seventh (7th) 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, CONTRACTOR shall prepare an Exploration
Work Program and Budget {or the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the

ensuing vear.
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The Exploration Work Program and Budget shall be reviewed by a
joint committee to be estublished by EGPC and CONTRACTOR
after the Effective Date of this Agreement. This Committee,
hereinafter 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 Commiitee 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 modify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC;

(i1) In the event of emergencies involving danger or 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 i all respects as
Exploration expenditure and shall be recovered pursuant to the
provisions of Article VII.

{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 1n specialized centers outside the A. R. E., all geological
and geophysical studies as well as any other studics 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 u1s technically competent General
Manager and Deputy General Manager. The names ot such
Manager and Deputy General Manager shall, vpon appointment,
be forthwith notified to the GOVERNMENT and to EGPC. The
Gencral Manager and, in his absence, the Deputy General
Manager shall be entrusied by CONTRACTOR with sufficient
powers to carry out rmmediately all lawtul written directions
given to them by the GOVERNMENT or its representative
unider the terms of this Agreement. All lawful regulations 1ssued
or hercatter to be issued which are applicable hereunder and not
in 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, relaling 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. CONTRAC-
TOR’s records and necessary supporting documents shall be availa-
ble for inspection by EGPC at any time during regular working hours
for three (3) months from the date of recelving each Staterment,

Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR in wntng if it

considers:
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(1} that the record of costs is not correct;

(2) that the costs of goods or services supplied are not in ling with
the international market prices for goods or services of similar
quality suppited on simiar terms prevailing at the time sueh
goods or services were supplied, provided however, that
purchases made and services performed within the A, R E shall
be subjeet to Article XXV

(3) that the condition of the materials furnished by CONTRACTOR

does not 1ally with thear prices; or
{4} that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connection with the problem
thus presented, and the parties shall aftempt to reach ¢ sertlement which

is mutually satisfactory.

Any reimbursement due to BGPC out of the Cost Recovery Petreleam as

a result of reaching agreement or of an arbitral award shall be promptly
made in cash 0 EGPC, plus simple interest at LIBOR plus two and
ene-half percent (2.5%) per annum from the date on which the disputed
amount {8) would have been paid to EGPC according to Article VH (a)
{2y and ANNEX "D (1.e., the date of rendition of the relevant C‘as;
Recovery Statement) to the date of payment. The LIBOR rate applicable
shall be the average of the figure or figures published by the Financial
Timos representng the mid-point of the rates {hid and ask) applicable 1o
cne month U. 5. Dollar deposits in the London Interbank Eurocurrency
Market on each fifteenth (135th) day of each month occurring between the
date on which the disputed amount {3} would have been paid 1o EGPC
andt the date on which it 1s settled,
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If the LIBOR rate is gvailable on any fifteenth {15th) day but is not
published it the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A, 10 other
leading banks in the London Interbank Eurocurrency Market for one

ronth U, 8. Dollar deposits.

If such fifteenth (15th) day is not a day on which LIBOR rates are
guoted in the London Interbank Earocurrency Market, the LIBOR raiz to
be used shall be that quoted on the next following day on which such

rates are quoted.

ff within the time firit of the three (3) month period provided for in
this paragraph, EGPC has not advised CONTRACTOR of its objection to

any Statement, such Statement shall be considered as approved.

(g} CONTRACTOR shall supply all funds necessary for its
operations in the A. R, &, under this Agreement in frecly
convertible currency from abroad. CONTRACTOR shall have
the right to freely purchase Egyptiag currency in the amounts
necessary for its operations m the ARE. from any bank or
entity authorized by the GOVERNMENT to conduct forsign
currency exchanges.

{hy BGPC 15 suthorized to advance 1o CONTRACTOR the Egyplisn
currency required for the operations under this Agreement
aganst receiving from CONTRACTOR an equivatent amount of
U5, Deollars at the official ARE. rate of exchange. Such
amounts in U.S.Doliars shall be deposited in an EGPC aceount
abroad with 2 comrespondent bank of the National Bank of
Bgypt, Caira. Withdrawals from said account shall be used for
financing EGPC’s and 1ts Affiliated Companies foreign currency
requirements subject 1o the approval of the Minister of
Petroleum.
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ARTICLE Y
MANDATORY AND VOLUNTARY RELINQUISHMENTS

{a} MANDATORY :

At the end of the third (3rd) vear after the Effective Date hereof,
CONTRACTOR shall reitnquish to the GOVERNMENT a twotal of
twenty-five percent {23%) of the original Area not then converted 1o a
Pevelopment Lease or Leases, Such relinquishment shall be it umts of
whole Exploration Blocks or parts of Exploration Blocks not converted
o Development Leases so as to ¢nable the relinquishment requirements
to bie precisely fulfilled.

Ai the end of the fifth (5th) year after the Effective Date hereof,
CONTRACTOR shall relinguish to the GOVERNMENT an additional
twenty-five percent {25%) of the original Area not then converied (o a
Development Lease or Leases, Such relinguishment shall be tn units of
whole Exploration Blocks or parts of Explation Blocks not converted 1o
Development Leases so as to enable the relinquishment requirements to
be precisely fulfilled,

Without prejudice to Articles III and XXIII and the last thrae
paragraphs of this Article ¥V (a), at the end of the seventh (7th) year of the
Exploration peried, CONTRACTOR shall relinquish the remainder of
the Area not then converted 10 a Development Lease or Leases.

it is understood that at the fime of any relinguishment the areas 1o be
converted into Development Leases and which are submilied 1o the
Miriister of Petroleum for Biis approval, according to Article H1 {d) shall,
subject to such approval, be deemed converted to Development Leases.

CONTRACTOR shall not be reguiired to relinquish any Exploration
Block or Blacks on which a Commercial Oil or Gas Well 15 discovered
before the period of time referred to in Article III (¢} given to
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CONTRACTOR to determine whether such Well is a Commercial
Discovery worthy of Development, or to relinquish an Expleration Block
i respect of which a notice of Commercial Gas Discovery has been
given 10 EGPC subject to EGPC's rigit to agree on the existence of a
Commercial Discovery pursuant to Article H{c), and without prejudice
to the requirernents of Article 1 ().

Int the event at the end of the initial Exploration Period or etther of
the twe successive extensions of the initial Exploration Period, a well 1s
actually dritling or testing CONTRACTOR shat! be atlowed up to s1x (&)
months to enable it to discover & Commercial Qi or Gas Weldl ar 1@
establish a Commercial Biscovery, as the case may he. However, any
such extension of up to six (6) months shall reduce the length of the next
succeeding Exploration period, as applicabie, by that amount.

(b) VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Arca in whole Exploration Blocks or parts of
Bxploration Blocks provided that at the time of such voluniary
relinguishment its Exploration obligations under Article IV (b) have been
satisfied for such peried.

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

Following Coromercial Discovery, EGPC and CONTRACTOR shali
mutually agree upon any area 1o be relinquished thereafier, except for the
refinquishment 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 in
the A. R. E. an operating company pursuant to Article VI (b) and
Annex "C'" {hereinafier referved to as "Operating Company™ which
Company shall be named by mutusl agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said company shall be a private sector
company. Operating Cornpany shall be subsect to the laws and
regulations in force in the A RE i the extent that such laws and
regulations are not inconsistent with the provisions of this

Agresment or the Charter of Operating Company.

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

regulations as now or hereafter amended or substituted:

- Law Nuo, 48 of 1978, on the employee regulations of public sector
COMPANILS;

- Law No. 139 of 1881, promuigating the law on joint stock companies,
partnership limited by shares and limited lability companies;

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

orgamsations and companies.

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

sector companies; and

- Law MNo. 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 {38} days after the date of Commercial Ol 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 CONTRACTOR), the Charter
shatl take effect and Operating Company shall automatically come
IO existence withoul any furiher procedures. The Exploration
Advisory Committee shall be dissolved upon the relinquishment of
the Area not converted into a Developiment Lease.

{c) Ninety (90) days after the date Operating Compuany comes into
existence in accordance with paragraph (b) above, 1t shall prepare a
Work Program and Budget for further Explovalion and Development
tn any portion of the Area converted into a Development Lease for
the remainder of the year in which the Commercial Discovery i3
made; and not later than four {(4) months befors the end of the
carrent Financial Year {or such other date as may be agreed upon by
EGPO and CONTRACTOR) and four {4} months preceding the
commencement of each succeeding Fintancial Year thercafier {or
such other date as may be agreed upon by EGPC and
CONTRACTOR) QOperating Company shall prepare an annual
Production Schedule, Work Program and Budget for further
Explorauon and Development in any portzon of the Arge converied
inte a Development lease for the succeeding Financiad 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 impemented, reviewed
and approved m accordance with Anticle IV {c).

(d) Not later than the twentieth (20th)} day of each momh, Operating
Company shall furnish to CONTRACTOR a written estimate of (ts
total cash requirements for expenditure for the first half and the
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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 barx designated in paragraph (e} below on the
first (1st) day and fifteenth (15th) day respectively, or the next
following business day, if such day is not a business day.

(e) Operating Company is authorized to keep at its own disposal abroad
in an 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 transferring
to a local bank in the A.R.E. the required amount to meet the
expenditures 1n 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 controf
authorities in the A.R.E. a statement, duly certified by a recognized
firm 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 leng during the period of production operations there
eX1sts 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
tormula whereby EGPC may use the excess capacity if it so desires
without any unreasonable financial or unreasonable 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 recaver quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and related
operations under this Agresment to the extent and out of thirty-five
percent (35%) of all Petreleum produced and saved from all
Development Leasss within the Area hercunder and not used in
Petroleurn operations. Such Petroleum is herginafter referred to as "Cost

Recovery Petroleam™,

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

apply :

i. "Expioration 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 Fxpenses" shall mean all costs, expenses and
expenditures made after inatial Comumercial Production, which
COSts, expenses and expenditures are not normaily depreciable.

However, Operating Expenses shall include workover, repair and
maintenance of assets but shall not melude any of the following:
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sidetracking, redrilling and changing of the status of a well,
replacement of assets ar part of an asset, additions, improvements,

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

Bxploration Expenditures, Development Expenditures and Operating
Expeases shall be recovered from Cost Recovery Petroleum in the

following manner :-

(i) Exploration Expenditures including those accumulated prior to
the commencement of inglial commercial production, 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
arc made, shail be recoverable at the rate of twenty five pervent
(25%) per anrum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which
inttial commercial production commences, whichever is the later

date.

{15} Development Expenditures, including those accumulated prior i
the commencement of inftial commercial preduction which for
the purposes of this Agreernent shali mean the date on which the
first regular shipment of Crude Ol or the first deliveries of Gas
are made, shaill be recoverable at the rate of twenty five percent
(25%) per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which |
mitial commercial production commences, whichever is the later

date,
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(iii) Operating Expenses, incurred and paid after the date of initial
commercial production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Oil or the first deliveries of Gas are made,
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year i which
initial commercial pruduclibn 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 (iii) 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 quarter). 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 Article VII (¢) 1,
CONTRACTOR shall each quarter be entitled to take and own all
Cost Recovery Petroleum, which shall be taken and disposed of in
the manner determined pursuant to Article VII (e). To the extent that

the value of all Cost Recovery Petroleum (as determined in Article
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VII (c)) exceeds the actual recoverable costs and expenditures,
including any carry forward under Article VII, (a) 1 (1v), to be
recovered in that quarter, then the value of such Excess Cost
Recovery Petroleum shall be divided between EGPC and
CONTRACTOR in accordance with the percentages specified in
Article VII (b) 1 and EGPC's share shall be paid by CONTRACTOR
to EGPC either (i) in cash in the manner set forth in Article I'V of the
Accounting Procedure contained m Annex "D" or (it) in kind in

accordance with Article VII {a) 3.

(3) Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require payment of up to one hundred percent
(100%) of EGPC’s share of Excess Cost Recovery Petroleum in
Kind. Such payment will be in Crude Qil from the Area F.O.B.
export terminal or other agreed delivery point provided that the
amount of Crude Oil taken by EGPC in kind in a quarter shall not
exceed the value of Cost Recovery Crude Q1] actually taken and
separately disposed of by CONTRACTOR from the Area during
the previous gquarier. If EGPC’s entitliement to receive payment of
its share of the Excess Cost Recovery Petroleum in kind is limited
by the foregoing provision, the balance of such entitlement shall
be paid in cash.

(b) PRODUCTION SHARING
(1) The remaining sixty-five percent (65%) of the Petroleum shall be
divided between EGPC and CONTRACTQOR according to the
following shares. Such shares shall be taken and disposed of
pursuant to Article VII (e):
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{1} Crude Oil
EGPC CONTRACTOR
SHARE SHARE

Crude Ol produced and saved
under this Agreement ang not
usedd in Petroleum operations,
Barrels per day (BOPD)
{guarterly averagel
That portion or imcrement up 8% . 20%
to 5000 BOPD eighty percent {twenly percent
That porten of increment in B2% F8%
excess af 3000 BOPD eighty-two eighteen percent
and up to 15000 BOPD percent
That portion or increment in 4% 6%
exeess of 13,000 BOPD eighty-four sixteen
and ip to 25,000 BOPD percent percent
Thai portion or increment in 86 4%
excess of 25 000 BOPD eiphty-six fousieen perceni
and up 10 30,000 BOPD percent
That portion or increment m 8840y 2%
excess of 3000 BOPD eighty-eight twelve percent
and up to 150,000 BOPD percent
That portion in excess of Y% 0%
HXLO0O BOPD. ninety percent fet percent
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{it} Gas and LPG

Gas and LPG produced and saved under this Agreemen? and not
used in Peiroleum operations by MMSCFD {quarterly average }

EGPC share : eighty - one percent (819
CONTRACTOR sharg: nineteen percent {19%)

(2} After the end of each contractual vear during the term of any Gas
Sales Agreement entered into pursuant to Article Vi (e}, EGPC
and CONTRACTOR {as scllers) shall render 10 BEGPL (as
buver) a statement for an amount of Gas, 1f any, equal 1o the
amount by which the quantity of Gas of which EGPC (as buyer)
has taken delivery falls below seventy-five percent {73%) of the
Cordract quantities of (3as ag established by the Applicable Gas
Sales Agreement (the "Shorttall™), provided the (Gas is avallable.
Within sixty {60) days of receipt of the statement, BGPC (as
buver) shall pay EGPC and CONTRACTOR {as sellers) for the
amaunt of the "Shortfall", if any. The Shortfall shall be inchided
in EGPC’s and CONTRACTOR s entitlements 1o Gas pursuamnt
to Acticle VII {a¥ and Axticle VII (b} in the fourth (4th) quarter
of such confractual vear.

Quantities of Gas not aken but to be paid for shall be recorded
in a separate " Take-or-pay accoumt”. Quantities of Gas ("Make
Up (Gas"™) which are delivered in subsequent years in excess of
seventy-five percent (75%) of the contract quantities of Gas as
established by the zpplicable Gas Sales Agreement, shall be sel
against and reduce guantities of Gas in the "Take-or-Pay
Account™ to the extent thereof and, to that exignt, no payment
shall be due in respect of such Gas. Such Make Up Gas shall not
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be included in CONTRACTOR s entitlements to (as pursuant
to Article VII {a} and Article VII {b). CONTRACTOR shall
have no righis to such Make Up Gas.

The pereentages sef forth in Article VI (3) hereinabove and this
Article VII (b} in respect of LPG produced from a plant
consiructed and operated by or on behalf of EGPC and
CONTRACTOR shali apply to ail LPG available for defivery.

{¢) YALUATION OF PETROLEUM

{1} Crude Qil :

(i} The Cost Recovery Crude Qil t0 which CONTRACTOR s
sntitied hercunder shall be valued by EGPC and
CONTRACTOR at "Market Price” for each calendar guarter.

(i) "Market Price” shall mean the weighted average prices
reatized from sales by EGPC or CONTRACTOR during the
guarter, whichever is higher, provided that the sales to be
used in arriving at the weighted average (s) shall be sales of
comparable guantities on comparable credit terms in freely
convertibte currency from F, {). B. point of export sales to
non-affiiiated companies at arm's length under all Crude O3
sales contracts then in effect,.but excluding Crude Oil sales
conlracts involving barter and:

{1} Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR to any Affiliated
Company.



VARY L b 8 2 () AU VA paadt - el Jhiag b A

PN EFECIF TR RPN ST O N I I e
bl e S Lael Rebie sl 238 Ry Wb el 5,5 30 ]
REPPICS UM 1 § B e BN UV P Rpg  NERA I Ty

Jrkia eyt Sliampiinll 552 ¢ & o 3 gl e B Lyl e (1)
o pdeaiil 3B € o v aadl oo land Yoy cnaldy JiiH C2JISG
N SO FROWC LN WPL. R JRERRWERS RF G O S TR I P
LD VIV RN L RIU FRPHY JRFS WT N RPURT LPR PR R FPIREY
RUESCHE N IE'CHNE U PR PO JUO TR T
=W“U¥J§JWL’J;-5@JMJ
MLy Rl il ot Lot gl e gy o1 IS ol 0 s 0 o 13 (£)
FEWIR I PROPCIIC & S0 S B JRE S JUR PUNTTE FRUCTTE DU J
PR 8 T ICT RN WO I L i P P iy o 4Gl
S ppaay bt bagde s o Wl e d py b lead iz 501
PRI LV 4 B WP | 3 -t PP S F A N P | B 1 LR Ny B { P O 1
R B FER| XS URA T BPNCR PR [ AR RSTR
FLTWO D TP I SPVELUC S | G S { PPN [ S Rl |
w gy iy gl e At szl g oS4 Lodnd oy 32000 UiE il

ﬂﬂawhﬂaﬁc_ﬁj.fucﬂwﬁ‘iuﬁﬁg



A VAN i il 8 6 () b VA sl R S g

- A e i M o

(2) Sales imvolving a quid pro quo other than payment in a
freely convertible cutrency or mativated m whale or in
part by considerations other than the usual gconomic

incentives for cormmercial ammy’s length crude oil sales,

(i1} it is understood that in the case of CLLF sales, appropriate
deductions shall be made {or transport and msurance charges to
calculate the F.O.B. pomt of export price; and always taking into
account the appropriate adjustiment for guality of Crude Qil,
freight advantage or disadvantage of port of loading and other
appropriate adjustments, Market Price shalf be determined
separately for each Crude Gil or Crude O mix, and for 2ach

port of loading.

{iv} If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude O} sales contracts in
gffect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrel of Crude O1l to be used for such
quarter, and shall be guided by all relevant and available
evidence mcluding current prices m freely convertible currency
of feading crude oils produced by major oil producing countries
{in the Arabian Gulf/at the Mediterranean Areal, which are
regalarly sold in the open market according to actual sales

contracts but excluding paper sales and sales promises where no
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crude o1 is deliversd, 1o the extent that such sales are effected
under such terms and conditions (excluding the price) not
significantly different from those under which the Crude Gil {0
be valued, was sold, and always taking into consideration
appropriate adjustments for Crude Qil guality, 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
seliers and purchasers, as refiected n crude prices,
transportation ninety {90} days insurance promivms, unusual
fees borne by the seller, and {or credit terms in excess of sixty
{6{) days, and the cost of loans or guarantces granted for the

benefit of the sellers at prevailing interest rates.

It is the intent of the Parties that the value of the Cost Recovery
Crude Qil shall reflect the prevailing market price for such
Crude Qil.

{v) If either EGPC or CONTRACTOR considers that the Market

Price as determined under sub-paragraph (ii) above does 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 elect at any Hme
thereafter to submit to s single arbitrator the guestion, what

single price per barrel, in the arbitrator’s judgment, best
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represents for the pertinent guarter the Market Price for the
Crude Ol in guestion. The arbitrator shall make his
determination as soon as possible following the quarier in
question. His determination shall be final and binding upon sl
the parties. The arbitrator shall be selected in the mannex
described below.

In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days from the date any party notifies
the other that it has decided to submit the determination of the
Market Price 10 an arbitrator, such arbitrator shall be chosen by
the appointing authority designated in accordance with Article
XXIV (&), or such other appointing authority with ac0ess 10 such
expertise as may be agreed to between RGPC and
CONTRACTOR, with regard to the qualifications for arbitrators
set forth below, upon wrilten application of one or both of
EGPC and CONTRACTOR, Copies of such application by one
of them shall be promptly sent 1o the other.

The arbitrator shall be a8 mearly as possible a person with an
established reputation in the international petroleum industey as
an expert in pricing and marketing crude oil in imternational
COIMMErCE.

The arbiirator shall not be a citizen of a country which does not
have diplomatic relations with the A.R.E. Italy, the United
States of America, and the British Virgin Islands, e may not
he, at the time of selection, emplayed by, or an arbitrator or
consuliant on a continuing or frequent basis 1o, the Amencan
Petroleum Institute, the Organization of the Petroleum Exporting
Countries or the Organization of Arab Petroleum Exportmg
Countries, or a consultant on a continuing basis to EGPC,
CONTRACTOR or an Affiliated Company of ¢ither, but past
occasional consultation with such companies, with other
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petroleum companies, with governmental, agencies or
organizations shall not be a ground for disqualification. He may
not have been, at any lime during the two {2) years before
selection, an employee of any peiroleum company or of any
goverrment agency Or organization.

Should a selected person decline or be unabie to serve as
arbitrator or should the position of arbitrator fall vacant prior to
the decision called for, another person shall be chosen in the
same manner provided in this paragraph. BGPC and
CONTRACTOR shall share equally the expenses of the
arbizator,

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
available 1o him. He will review oil sales contracts as well as
other sales data and information, but shall be free to evaluale the
extent to which any contracts, data or information s
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furmnish him written materials provided the
arbitrator may impose reasopable lmitations on this right
EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and cach shall insure such
cooperation of its ading companies. The arbitrator shall be
provided access 1o crude oif sales contracts and related data and
information which EGPC and CONTRACTOR or their trading
companies are able to make available and which in the judgment
of the arbifrator might aid the arbitrator in making a vahd
determination,

(vi) Pending Market Price agreement by EGPC and CONTRACTOR
or determination by the arbitrator, as applicable, the Market
Price. agreed for the quarter preceding the quarter in question
shail remain temporarily in effect. In the event ¢ither EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
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promptly be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one-hall percent (2.3%) per
annum rate provided for in Article IV (f) from the date on which
the disputed amount (s} should have been paid to the date of

payment.
(2} Gas and LPG

(3} The Cost Recovery and Production Shares of Gas subject to 2 Gas
Sales Agreement between EGPC and CONTRACTOR (as
seliersy and EGPC (as buyer) ontered into pursuant o Article
VH (&) shall be valued, delivered 1o and purchased by EGPFC ata
price determined monthly according to the following formula .

F

PG = 0.85 X X M
4296 X 10°

Where:

PG == the value of the Gas in 1.8, Dollars per thousand standard cubic
feet (MSCE).

F g value in 1LS. Dollars per metric ton of the orude of Gult of Suez
blend priced "FOR Ras Shukheir”. calculated by referring to "Plait’s
Oilgram Price Report "during a month under the heading "Spot
Crude Price Assessment for Suez Blend™. This value reflects the
total averages of the published high and law values for a Barrel
during such month divided by the number of days in such month for
which such values were guoted. The value per metric ton shall be
calculated on the basis of a conversion factor 1o be agreed upon
annually between EGPC and CONTRACTOR.
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H = the number of British Thermal Units (BTU's) per thousand standard
cubic feet (MSCF) of the Gag, based on gross calorific value,

In the event that the value of F cannot be determined because Platt’s
Oilgram Price Report is not published at all during a month, EGPC
and CONTRACTOR shalt meet and agree the vaiue of F by
reference to other published sources. In the event that there are no
such published sources, or if the value of F cannot be determined
pursuant to the foregoing for any other reason, EGPC and
CONTRACTOR shall meet and agree 1o 3 value of .

Such evaluation of Gas under g formula providing for a fifteen
percent {15%:) discount is based upon delivery at the delivery point
specified in Article VII () {2) (ii), hereinafter, and is to enable
EGPC to finance and maintain the portions of the pipeline
distribution system to be provided by EGPC.

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

F

PLPG = 095 PR (] X 0RS ¥ -
42.96 X 10°

Where:
PLPG = LPG price {separately determined for Propane and Butane} in
U.S. Daollars 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 low prices m U.S. Dollars per
metric ton quoted n "Platt’s LPGaswire” during such month for

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

I =~ BTU's removed from the Gas Stream by the LPG plant per metric ton

of LPG produced.

F = the same vaiue as F under sub-paragraph (i) above,

In the event that Plart’s LPGaswire is issued on certain days during a
month byt not on others, the value of PR Ehaﬁil be calculated using
only those issyes which are published during such month, In the
event that the value of PR cannot be determined because PlatCs
LPGaswire is not published at all during a2 month, EGPC and
CONTRACTOR shall meet and agree to the value of PR by
reference o other published sources. In the event that there ate no
such other published sources or if the value of PR cannot be
determined pursuant to the foregoing for any other reason, EGPC
and CONTRACTOR shail meet and apree to the value of PR by
seference to the value of LPG (Propane and Butane) delivered FOB

from the Medierranaan Ares.

Such valuation of LP{ is based upon delivery at the delivery point

specified in Article VII (&) (2) (i) . hereinaftter.
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{iit) The prices of Gas and LPG so calculated shall apply during the

same month,

{iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC
pursuant to Article VII {e) hereinafter shall be vaiued at their

_ actual realized price.
{@) FORECASTS:

Operating Cormipany shall prepare (not less than ninety (90) days
prior to the beginping of cach calendar semester following firel regular
oroduction} and furnish in writing to CONTRACTOR and EGPC a
forecast setting out a total quantity of Petroleum that Operating Company
estinates can be pm&ucﬁd, saved and wansported hercunder during such

cateridar semester in accordance with good oil and gas industry pracuces.

Operating Company shall endeavor 10 produce each calendar
semester the forecast quantity, The Crude Qil shall be run to storage
taniks or offshore loading facilities constructed, maintained and operated
according to GOVERNMENT regulations, by Operating Company in
which said Crude il shall be metered or otherwise measured for royalty,
and the other purposes required by this Agreement. Gas shall be handled
by Operating Company in accordance with the pmvisiﬂns of Article

Vil(e) .
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(e) DISPOSITION OF PETROLEUM :

{1} BEGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil 1o which each is
entiled under Article VI {8} and Article ViI (b). Subject {0
payment of sums due to EGPC under Arucle VII (a) 2 and
Article IX, CONTRACTOR shall have the right to remit and
retatn abroad all funds acquired by it including the proceeds
frown the sales of tts share of Petroleum.

Motwithstanding anything 10 the contrary under this Agreement,
priority shall be given to mezgt the requirements of the ALRE,
market from CONTRACTOR s share under Article VII () of
the Crude Oif produced from the Area and BGPC shall have the
preferential right (o purchase such Crude Of at a price 1o be
determined pursuant to Article VII (). The amount of Crude oil
sa purchased shall be a portion of CONTRACUTOR s share
under Article VII (b). Such amount shail be propertional 1o
CONTRACTOR’s share of the total production of crude oil
from the concession areas in the ARE, that are also subject to
EGPCs preferential right to purchase. The payment for such
purchased amount shall be made by BGPC in U.5. Dollars or in
any other frecly convertible currency remittable by
CONTRACTOR abroad.

It 13 agreed upon that BGPC shall notify CONTRACTOR, at
least forty-five (45) days prior 1o the beginning of the calendar
semester, of the amount to be purchased during such semester
under this Article VII (&) (1).

{2} With respect to0 Gas and LPG produced from the Area:

(i} Priority shall be given to meet the requirements of the local
market as determined by BEGPC.
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{31} In the event that EGPC is to be the buyer of {as, the disposition
of Gas to the Jocal market as indicated above shall be by virtue
of long term Gas Sales Agreements to be entered into between

EGPC and CONTRACTOR (as sellers) and EGPC (a5 buyer).

BGPC and CONTRACTOR (as seilers) shall have the obligation
to deliver Gas to the following point where such Gas shall be
metered for sales, royalty, and other purposes required by this

Agreement:

{(a) In the event no LPG plant is constructed to process such Gas,
the delivery point shall be the flange conngcting the lease
pipeline to the nearest point on the National Gas Pipeline
Grid System as depicted in Annex "EY, or as otherwise

agreed by EGPC and CONTRACTOR.

(b} In the event an LPG plant is constructed to process such Gas,
such Gas shail, for the purpose of valuation and sales, be
metered at the inlet to such LPG Plani. However,
notwithstanding the fact that the metering shall take place at
the LPG Plant inlet, CONTRACTOR shall through the
Operating Comgpany build a pipeline suitable for transport of
the processed (Gas from the LPG Plant outlet to the nearest
point on the National Gas Pipeline Grid System as depicted

in Annex "EY, or as otherwise agreed by EGPC and
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CONTRACTOR. Such pipehne shall be owned in
accordance with Article VIIT (1) by EGPC, and its cost shall
be Ffinanced and recoversd by CONTRACTOR as

Development Expenditures pursuant to Article VIIL

{in) BGPC and CONTRACTOR shall consult together te determine

whether to build an LPG plant for recovering LPG from any Gas
produced hereunder, In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as is appropriaie, be
m the vicmity of the point of delivery as determined in Article
Vii (&} 2 (&1} 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 shalt be recoverable
in acoordance with the provisions of this Agreement unless the

Minister of Petroleum agrees to accelerated recovery.

(iv) EGPC (as buyer) shall bave the option to elect, by ninety (90}

days prior written notice to EGPC and CONTRACTOR (as
setlers), whether payment for the (Gas which is subject to a Gas
Sales Agreemen! between EGPC and CONTRACTOR {as
sellers) and EGPC (as buyer) and LPG produced from a plant
constructed and operated by or on bhehalf of EGPC and
CONTRACTOR, as valued in accordance with Article VI {¢),
atd (o which CONTRACUTGOR is entitied under the Cost
Recovery and Production Sharing Provisions of Antcle VH

nerein, shall be made 13 n cash or 2 } in kind.
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Payments in cash shall be made by EGPC (as buyer) at intervals
provided for in the relevant Gas Sales Agreement in U.S.
Dollars, remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by converting the value of
Gas and LPG to which CONTRACTOR is entitled into
equivalent barrels of Crude Qil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
O1] 15 insufficient, Crude Oil from CONTRACTOR’s other
concession areas or such other areas as may be agreed. Such
Crude O1l shall be added to the Crude Qil that CONTRACTOR
1s otherwise entitled to lift under this Agreement. Such
cquivalent barrels shall be calculated on the basis of the
provisions of Article VII (c) relating to the valuation of Cost
Recovery Crude Oil.

Provided that:

(aa) Payment of the value of Gas and LPG shall always be made
in cash in U.S. Dollars remittable by CONTRACTOR

abroad to the extent that there is insufficient Crude Qil
avatlable for conversion as provided for above;

(bb) Payment of the value of Gas and LPG shall always be made
i kind as provided for above to the extent that payments
in cash are not made by EGPC,

Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRACTOR’s Cost Recovery
Petroleurn, shall be included in CONTRACTOR’s

Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article IV of Annex "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) within five
(5) years (unless otherwise agreed) from a notice of Commercial Gas
Discovery pursuant to Article ITI, EGPC and CONTRACTOR shall
have the right to take and freely dispose of the quantity of Gas and
LPG in respect of which the notice of Commercial Discovery is

given by exporting such Gas and LPG.

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

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

investment made.

(viii) (aa) Upon the expiration of the five (5) year period referred to in
Article VII (e)2(v) above, CONTRACTOR shall have the
obligation to exert its reasonable efforts to find an export

market for (Gas reserves.

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

market for the Gas reserves .
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(cc) CONTRACTOR shall, at any time prior to the expiry of such
further seven (7) year period, surrender the Gas reserves, if
CONTRACTOR does not accept an offer from EGPC of a Gas
Sales Agreement within six (6) months from the date such
offer is made, provided, that in such Gas Sales Agreement or
Gas disposal scheme offered to CONTRACTOR, the relevant
technical and economic factors to enable a commercial
contract or scheme are taken into consideration, including :

- A sufficient delivery rate.

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

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

Pipeline Grid System; and
- The Gas prices as specified in this Agreement.

(dd) In the event that CONTRACTOR has not entered into a Gas
Sales Agreement pursuant to Article VII (¢) 2 or otherwise
found an acceptable scheme for commercial disposal of such
Gas, at the time of the expiration of twelve (12) years from
CONTRACTOR's notice of Commercial Discovery of Gas,
CONTRACTOR and EGPC shall consult each other on the
disposition of the Gas reserves in respect of which such notice

has been given,

{ix) CONTRACTOR shall not be obligated to surrender a Development
.ease based on a Commercial Gas Discovery, if Crude Oil has been
discovered in commercial quantities in the same Development Lease

and vice versa.
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(N OPERATIONS :

If following the reversion to EGPC of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Ot in the same
Dzv&lﬁpmmm Lease, operations to explore for or exploit the Petroleam,
the rights 1o which have reverted or been surrendared (Oil 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 andt EGPC agree

atherwise.
(g) TANKER SCHEDULING :

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

of export.
ARTICLE VIIX
TITLE TQ ASSETS
(a) EGPC shall become the owner of ail CONTRACTOR acquired

and owned assets which assets were charged 1o Cost Recovery
by CONTRACTQR in connection with the operations carried
out by CONTRACTOR or Operating Company it accordance

with the following :

(1} Land shall become the property of EGPC as soon as it is
purchased,



VAR L e & S () ol VA sl -~ L JIsay A0 VY

SHaalE e Lameyiss LitaL 1, mwsdﬁmw JELITINE
gl U o puadl Wy 3h ) paliad Lasls el Gar 2209/l
Jolath s LIGL i AbakS 2]y iaiall Jyu¥l 1o ol o2
5y JolSIL J puo T o KAISS 5 ek i WAL 5 0S5 Radae angdl
ez b W3y LAWY 0de « Lkl e gl 4 dagbdl 33U Loy
SPIEI U PCPIER JCL (DY FUPIEST S i PR DO QU (o1
: L,....,..! ;QA,JLmL;i
JESSHCEIR N IS-SC - BY N B b T L ES I RE - (i
Lo oty S Rl n Lo (Y} 08WS i S oy Ao gl
g i Ko gy IS AT it g 250 Rty k45
A5, a0, dylially gl 00K « B T S LY 038 Ol sae 1 {0
Jpe ) L3188 JalBIL | pithitins y [pheminny o) 3 o ¢ alolandly Rastill
S A Adal] Gt 2N @iy wllay Lt Ll Ul 2e i)
L m S d o a2t Uit ol puinriie o] KUY o puianniig
Sl Ao oy - i W el g gzl o 2] gy - LAY
e WL Y Jaa Yl ade b U eany Y a2l
i op ol Pt 51 s A ol RS S0 Jskaal) oS ()
RUESERT S S RS 1 TF FUUICR RV UL P SR E T
JUDFE R B0 W3 S DU WY1 30 SRECTPIRP WY L3 | U S-S £ B SO O
PSP WP B VU1 IE AR WP T o U X I PR P
NEC DT £ BT 1YV RS Py |V



X3 VAR Lo gule & 3 L) i VA sl da 1 4

ik by e

(2) Title to fixed and moveable assets shall be transferred
automatically and graduslly from CONIRACTOR
EGP(C as they become subject to recovery in accordance
with the provisions of Article VII; however the fuil titie 10
fixed and movable assets shall be transferred avtomatcally
from CONTRACTOR to EGPC when its total cost has been
recovered by CONTRACTQOR in accordance with the
provisions of Article VII or at the tirue of termination of
this Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever first occurs.,

The book Value of the assets created during each calendar
guarter shall be communicated by CONTRACTOR to
EGPC or by Operating Company to BGPC and
CONTRACTOR within thitty (30) days of the end of each
quarter,

{b) During the torm of this Agreement and the renewal period EGPC,
CONTRACTOR and Operating Company are entitled to the full
use and enjoyment of ail fixed and movable assets refemed 1o
above in ¢onnection with operations hereunder or under any
other petreleum concession agreement enfered inle by the
parties. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreesment of the other.

(¢) CONTRACTOR and Qperating Company may freely import into
the A.R.E,, use thercin and freely export at the end of such use
machinery and equipment which they either rent or lease in
accardance with good mdustry practices, inciuding but not
limited to the lease of computer hardware and software,
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ARTICLE IX

BONUSES

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

of seven hundred fifty thousand ($ 750,000) U.S. Dollars on the

Effective Date.

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

(2,000,000) U.S. Dollars as a production bonus when the total
average daily production from the Area first reaches the rate of
twenty-five thousand (25,000) barrels per day for a period of
thirty (30) consecutive producing days. Payment will be made

within fifteen (15) days thereafter.

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

threec million ($ 3,000,000) U.S. Dollars as a production benus
when the total average daily production from the Area first
reaches the rate of fifty thousand (50,000) barrels per day for a
period of thirty (30) consecutive producing days. Payment will

be made within fifteen (15) days thereafter .

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

four million (4,000,000) U.S. Doilars as a production bonus
when the total average daily production from the Area first
reaches the rate of one-hundred thousand (100,000) barrels per
day for a period of thirty (30) consecutive producing days.

Payment will be made within fifteen {15) days thereafter.
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(e} All the abovementioned bonuses shall in no event be recovered
by CONTRACTOR.

(1) In the event that BEGPC elects to develop any part of the Arca
pursuant to the sole risk provisions of Article HI {e}Miv),
‘production from such sole risk Area shall be considered for the
purposes of this Atticle IX only if CONTRACTOR exerciszs its
aption to share 1 such production, and only from the initial date

of sharing.

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

following formula -
M3CEFx H x 6.136 = equivalent barrels of Crude (il
Where :
MSCF = one thousand standard cubic feet of Gas.

H = the number of Million British Thermal Units (BTUS
per M3SCF .

ARTICLEX
GFFICE AND SERVICE OF NOTICES

CONTRACTOR shall mamtain an office in the A.R.E. ot which

notices shall be validly served.
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The General Manager and Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient power 1o carry out
immediately all local written directions given to them by the
GOVERNMENT or its representatives under the terms of this

Agreement.

All lawful regulations issued or hereafter to be issued which are
applicable hereunder and not in conflict with this Agreement shall apply
to the duties and activities of the General Manager and Deputy General
Manager.

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

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

ARTICLE XI
SAVING OF PETROLEUM AND
PREVENTION OF LOSS

(a} Operating Company shali take all proper measures, according to
genetally accepted methods i use in the Oil and Gas industry fo
oyevent {oss or waste of Petroleum above or under the ground m
any form during driliing, producing, gathering and distributing
or siorage operations. The GOVERNMENT has the right 1o
prevent any operation on any well that #f might reasonably
expect would result in loss or damage 10 the well or the Crude
Gii or Gas field.
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{b} Upon completion of the drilling of a productive well, Operating
Company shall inform the GOVERNMENT or 118 representative
of the time when the well will be tested and the production rate
ascertained.

{c} Except in instances where multiple producing formations in the
same well can only be produced economicaliy through a single
tubing string, Petroleum shall not be produced from muitiple oil
bearing zones through one siring of wbing a! the same ume,
sxcept with the prior approval of the GOVERNMENT or i

represeniative, witich shail aot be unreasonably withheld.

{d) Operating Company shall record data regarding the quantities of
Petroleum and water produced mouthly from each Development
Lease. Such data shall be semt o the GOVERNMENT or ity
representalive on the special forms provided for that purpose
within thirty (30) days after the data are obtained. Daily or
weekly statistics regarding the production from the Area shall be
available at all reasonable times for examination by authorized
representatives of the GOVERNMENT.

(e} Daily drilling records and the graphic logs of wells mast show
the guantity and type of cement and the amount of any other
matertals used in the well for the purpose of protecting

Petroleum, gas bearing or fresh waler strata.

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

{8} BEGPEC, CONTRACTOR and Operating Company shali be

permiited to tmport and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministenal
Decision No. 254 of 1983 issued by the Minister of Finance, as
now or hereafter amended or substtuted) of any naturc (except
where an actual service has been rendered to CONTRACTOR
by a competent authority), and from the importation rules with
respect to the umportation of machinery, equipment, appliances,
materials, items, means of transport and transporiation (the
exemption from taxes and duties for cars shall only appiy to cars
1o be used in operations), electric appliances, air conditioners for
offices, field housing and facilities, electronic appliances,
computer hardware and software, as well as spare parts required
for any of the imported items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for such purpose, which states that the imported iems are
required for conduciing the operations pursuant to this
Agreement. Such certificate shall be final and binding and shall
automatically result in the importation and the excmpiion
without any further approval, delay or procedure,

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

transporiation imported by EGPC's, CONTRACTOR's, and
Operating Company's contractors and sub-contractors
temporarily engaged i any activily pursuant (o the operations
which are the subject of this Agreement, shall be cleared under
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the "Temporary Release System” withou! payment of custom
duties, any taxes, levies or fees (including fees imposed by
Mintsteriai Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any
nature {except where an actual service has been rendered to
CONTRACTOR by a competen! authority), upon presentation
of a duly approved certtficate issoed by an EGPC responsible
representative nominated by EGPC for such purpose which
states that the imported items are reguired for conducting the
operations pursuant to this Agreement.  Htems{excluding cars
not ta be used in operations) set out in Article Xi {a) imported
by EBGPC's, CONTRACTOR's and Operating Company'’s
contractors and sub-condractors for the aforesaid operations, in
order to be installed or used perthanently or consumed, shall
meet the conditions for exemption set forth in Anticle X1 (a)
after being duly certified by an EGPC responsible representative
to be used for conducting operations pursuant to this Agreoment.

The expatriate employees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shali not be
entitled to any exempiions from customs duties and other
ancillary {axes and charges except within the limits of the
provisions of the laws and regulations applicable in the A.RE,
However, personal houschold goods and furniture {including
one {1) car) for each expatriate employes of CONTRACTOR
and/or Operating Company shall be cleared under the
"Temporary Release System” (without payment of any customs



VAR Lw ple A F{ ) 20U YA saall = Do JlRa 40 VY

oo S Doty 2D At S SR e b il inniiz (e
BT o e et Racid] L8 bt GBI Raegdl oo J e Ja2
oy 2y ninTT i sl e Jlamia T 3k sy et 33zl
Jovs BE g e % o Baaa stas e Bl 4 LY
RIS RPISY] 19 7R

ETE ERSTRTTRE 'L JCUNC B IR RIS PR PRI TY TR E)
SR PR JCET 8 R R P ECIITE i PV, (RN VS
Uk Lo kol g s ol o 18k 5 K8 e 1 0 00 ol
B33 U3yt U GBI 13 g 3y of 3 Sy o L3l ade LSY
al il gl P sl el e ol | s a3 bl Ll nins ol
Ll 0dn a5 LS Lgin Capiet] 45« LYl wdin COlS Lo oo
333 o o A ABL s ¢ Baogll iBle e dpadl s g S
oo Al et Sy « L2 00 g mle aals LT odn )y - Ugma pus
L lh Uiy Ly 2ol oy (iliadl oo o iy &y bdl 405 5
i 87 o b 3y gt ol o Ry Lot S ) iy il A28 U
Inteces boghd 3l o iy ot o JalEall Ta s 18,0 oy 45 < LYY
JUEIES KU ETUPS DLUMI- S A5 K 6 VIR € 0 J LIS 29
il JE izt a3 { Sldaal] L sl

i bt UL il L g s o e gl 4Lt s s
: uJL:JIpJ*&E| !lJ.hﬂJmtJﬁ {8} E_,ﬁ.i.”

cdas ot oo btV ede LIS e 22 onr o o 343 pimed Wl LR Boeatiams
Rt ol s e s b aday



VYo

VAR G il & 5 () aels VA suall = a1 Gy

il

duties and other ancillary taxes) upon presentation of a letter (o
the appropriafe customs authorities by CONTRACTOR or
Operating Company appreved by an EGPC responsible
representative that the imported items are imported for the sole
use of the e¢rpatriaic employee and his family, and that such
imported Hems shall be re-exported outside the ARE. upon the
repataation of the concemed expatriate employee.

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

from customs duties and other ancillary taxes and Charges
hereunder, may be exported by the importing party at any tune
after oblaming BGPC's approval, which approval shall not be
unreasonably withheld, without any export duties taxes or
charges or any taxes or charges from which such ilems have
been already exempt, being applicable. Such items may be soid
within the A R.E, after obtaining the approvat of EGPC which
opproval shall not be unreasonably withheld. In this event the
purchaser of such items shall pay ali applicable customs duties
and other ancillary taxes and charges according to the condition
and value of such ftems and the tariff applicable on the date of
sale, unless such items have already been sold to an Affiliated
Company of CONTRACTOR, if any, or BGP(, having the
same exemption, or uniess me to such items (excloding cars not
used in operations), has passed o EGPC.

in the event of any such sale under this paragraph {d}, the
proceeds from such sale shall be divided in the following
manner:

CONTRACTOR shall be entitled 1o reimbursement of its
unrecovered cost, if any, in such items and the excess, if any,

shali be paid w0 EGPC.
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{e} The cxemption provided for sn Article XII {a} shall not apply to
any tmported items when itemns of the same or substantially the
same kind and quality are manufactured locally meeting
CONTRACTOR's and/or Operating Company's specifications
for quality and safety and are available for timely purchase and
delivery in the AR.E. at & price not higher than ten percent
{10%) of the cost of the imported item, before customs duties
but after freight and insurance ¢osts, if any, have been added.

() CONTRACTOR, EGPC and their respective buyers shall have
the right to freely export the Petroleum produced from the Area
pursuant 1o this Agreement. No license shall be required, and
such Petroleum shail be exempted from any cuastoms duties, any
taxes, levies or any other imposts in respect of the export of
Petroleum hereunder.

ARTICLE X1
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{ay BGPC, CONTRACTOR and Operating Company shall each
maintain at thetr business offices in the AR.E. books of
accounts, in accordance with the Aceounting Procedure in
Annex "D'" and accepted accounting practices generally used in
the petroleum industry, and such other books and records as may
be necessary to show the work performed under this Agreement,
inctuding the amount and value of all Petroleum produced and
saved hereunder. CONTRACUTOR and Operating Company shall

keep their books of account and accounting records in Umited

Siates Dollars,
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Operating Company shall fumish to the GOVERNMENT
or its 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 General Manager or a duly designated deputy, and

delivered to the GOVERNMENT or its representative within

thirty (30) days after the end of the month covered 1n the return.

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

re,ferred to above shall be available at all reasonable timnes for

inspection by duly authorized representatives of the

GOVERNMENT.

CONTRACTOR shail submit to EGPC a profit and loss
Statement of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit

or loss from the Petroleum operations under this Agreement for

such Tax Year.

CONTRACTOR shall at the same time submit a year-end
Balance Sheet for the same Tax Year to EGPC. The Balance

Sheet and financial Statements shall be certified by an Egyptian

certified accounting firm.
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

{a) CONTRACTOR and’'or Operating Company shall prepare and, at

all times while this Agreement is in force, maimtain accurate and
current records of is operations in the Area. CONTRACTOR
and/or Operating Company shat! furnish the GOVERNMENT or
its representative, in conformity with applicable regulations ot
as the GOVERNMENT or its represénl_.ativcs 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 it respective

vole as specified in Articie VL

(b} CONTRACTOR and/or Operating Company shall save and Keep

for a reasonable period of time a representative portion of each
sample of cores and cuttings taken from drilling wells, ta be
disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT,
All samples acguired by CONTRACTOR and/or Operating
Company for their own purposes shall be considered available
for inspection ai any reasonable tme by the GOVERNMENT or

its representatives.

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

rock samples outside the A.R.E., samples equivalent in size and
guality shall, before such exportation, be delivered to EGPC as
representative of the GOVERNMENT.
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(d) Originals of records can only be exported with the pénnissinn of
EGPC; provided, however, that magnetic tapes and any other
data which must be processed or analysed outside the A .R.E,
may be exported if a monitor or a comparable record, if
available, 1s maintained in the A.R.E. and provided that such
exports shall be repatriated to the A.R.E. promptly following
such processing or analysis on the understanding that they

belong to EGPC.

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

CONTRACTOR's possession,
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For the purpose of obtaining new offers, the GOVERNMENT
and/or BEGPC may, after the seventh {7th) year of the
Exploration period or the date of termination of this Agreement,
whichever is the sarlier, show any other party vninterpreted
basic geophysical and geological data (such data to be not less
than one {1} year oid unless CONTRACTOR agrees i a shorter
period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT
andfor EGPC may al any time show another party such daia
directly obiained over or acquired from those parts of the Arca
which CONTRACTUOR has relinquished as tong as such data is
at least one (1) year oid.

ARTHCLE XY
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 indemmnify the GOVERNMENT andior
EGPC against all damages for which they may be held liable on account
of any such operations.

ARTICLE XVi
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Dualy authorized representatives of the GOVERNMENT shail have
access o the Area covered by this Agreement and to the operations

conducted (hereon. Such represeatatives may examune the books,
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registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and lfests
for the purpose of enforcing this Agreement. They shall, for this purposs,
pe entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment {o the operations hereunder shall arise directly or
indirectly from such use, Such representatives shall be given reasonable
assistanice 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 furnished housing while
they are in the field for the purpase of facilitating the objectives of this
Articte. Without prejudice 1o Article XIV (e), any and all information
obtzined by the GOVERNMENT or its representatives under this Article
XV1ishall be kept confidential with respect to the Area.

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

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

{1} The expainate admunistrative, professionsi and technical
personnel employed by CONTRACTOR or Operauing
Company and the personnal of its contractors for the
conduct of the operations hereunder, shall be granted a

residence as provided for in Law No. 89 of 18960 s
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amended and Ministerial Order No. 280 of 1981 as
amended, and CONTRACTOR agrees that all immigration,
passport, visa and employment regulations of the ARE,
shall be applicabie o all alien emplovess of
CONTRALTOR working in the ARE,

{2} A minimum of twenty-five percent (25%) of the combined

salaries and wages of each of the expatriate adminisirative,
professional and technical personnel emploved by
CONTRACTOR or Operating Company shatl be paid

monthly m Egyplian carrency,

(b) CONTRACTOR and Operating Coropany shall each select its

employees and determine the number thereof, to be used for

operations hercunder.

(¢} CONTRAUTOR shall, after consultation with EGPC, prepare

and carry out speciatized training programs for all s ARE,
employees engaged n operations hereunder with respect o
applicable aspects of the peiroleum industry. CONTRACTOR
and Operating Company undertake o repiace gradually their
non-exgcutive expatriate staff by qualified nationals as they are

gvaiiabie,

{d} During any of the Exploration phases, CONTRACTOR shalil

give mufually agreed numbers of EGPC employees an
opportunily to attend and participate in CONTRAUTOR s and
CONTRACTOR’s Affiliated Companies’ training programs

refating to Exploration and Development operations. In the event
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that the total cost of such programs is less than fifty thousand
{50,008}, U.5. Dollars in any Finaacial Year during such period,
CONTRACTOR shall pay EGPC the amount of the shortfall
within thirty (30} days following the end of such Financial Year,
However, EGPC shall have the right that said amount (U.S. §

30,0007 allocated for training, be paid directly to EGPC for such

purpase,
ARTICLE XViil

LAWS AND REGULATIONS

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

No. 66 of 1953 {excluding Article 37 thereof ) as amended by
Law No. 86 of 1956 and the regulations issued for the
mplementation thereof, including the regulations for the safe
and efficient performance of operations carried vut for the
execution of this Agreement and for the conservation of the
petroleum resources of the ALR.E., provided that no regulations,
modification or interpretation thereof, shall be contrary to or

inconsistent with the provisions of this Agreement.

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

CONTRACTOR and Operating Company shall be exempted
from all taxes and duties, whether imposed by the
GOVERNMENT or municipalities including among others,
Sales Tax, Value Added Tax and taxes on the Exploration,
Development, extracting, producing, exporting or fransporting

of Patroleum and LPG as well as any and al! withholding taxes
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that might otherwise be imposed on dividends, interest, technical
service fees, patent and trademark royaltics, and similar tems.,
CONTRACTOR shall also be exempted from any tax on the
liguidation of CONTRACTOR, or distributions of any income
to the sharcholders of CONTRACTOR, and from anv tax on
capial.

{c} The rights and obligations of EGPC snd CONTRACTOR under,
and for the effective term of this Agreement, shall be governed
by and in accordance with the provisions of this Agreement and
can only be altersd or amended by the written muital agreement
of the satd contracting parties,

{4} The contracters and sub-contractors of CONTRACTOR and
Operating Company shail be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which
are duly ssucd by the GOVERNMENT apply from time (o ime
and are not in accord with the provisions of this Agreament,
such regulations shall not apply to CONTRACTOR, Operating
Company and their respective contractors and sub-contractors,
as the case may be.

{¢y EGPC, CONTRACUTOR, Operating Company and their
respective contractors and sub-contractors shall for the purposes
of this Agreement be exempted from all professional stamp
dutics, imposts and {evies imposed by syndical laws with respecs
to their documents and activities hereunder,

{f) Al the exemptions from the application of the A.RE. laws or
regulations granted to EGPC, CONTRACUTOK, the Operating
Company, their contractors and sub-coniractors under this
Agreement shall include such laws and regulations as presently
in effect or hereafier amended or substituted,
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ARTICLE XIX
STABILIZATION

Int case of changes in existing legisiation or regulations apphicable to
the conduct of Exploration, Development and production of Petroleum,
which take place after the Effecuve Date, and which significantly affect
the oeonomic interest of this Agreemient to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the ARE. the proceeds from sales of CONTRACTOR's
Petrolieam, CONTRACTOR shall notify EGPC of the subject legisiative
or regulatory measure. In such case, the Parties shall negotiate possible
modifications to this Agreement designed to restore the economic

balance thereof which existed on the Effective Date,

The Partics shail use their best efforts to ggree on amendmaents to

this Agreement within ninety {90} days from aforesaid notice,

These amendments 1o this Agreoment 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 period referred to
above in this Arnticle XX, the dispute may be submitied (o arbitration, as

provided in Article XXIV of this Agreement.
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ARTICLE XX
RIGHT OF REQUISITION

{3} In case of national emergency due o war or muninent
expeciation of war or internal causes, the GOVERNMENT may
requisition afl or part of the production from the Area obtained
hereunder and require Gperating Comgpany [0 increase such
production 1o the uimost possible maximem. The
GOVERNMENT may aiso requisition the Gil and / or Gas field
itself and, if necessary, related tacilities,

{b) In any such case, such requusition shall not be effecied except
after inviting EGPC and CONTRACTOR or their representative
by registered letter, with acknowledgement of receipt, 10 express
their views with respect 10 such requisition.

{¢} The reguisition of production shall be effected by Ministeral
QOrder. Any requisition of an Qi and / or Gas figld, or any
related facilities shall be effected by a Presidential Decree duly
notified 1o EGPC and CONTRACTOR,

{d)} In the event of any requisition as provided above, the
GOVERNMENT shall indemnify m full EGPC and
CONTRACTOR for the perniod during which the requisition is
maintained, including:

{1} All damages which result from such requisition, and

{2} Full repavment cach month for all Petrolemm extracted by
the GOVERNMENT less the rovalty share of such

production .
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However, any damage resulting from enemy attack is not within the
meaning of this paragraph (d). Payment heveunder shall be made to
CONTRACTOR in U.S, Dollars remittable abroad. The price paid to
CONTRALCTOR for Perroleum faken shall be calculated in accordance
with Article VII {c).

ARTICLE XX}
ASSIGNMENT

{a) Neither EGPC nor CONTRACTOR may assign to a person, firm
Or corporation, in whale or in part, any of s rights, privileges,
duties or gbligations under this Agreement without the written
consent of the GOVERNMENT,

(b} To enable consideration to be given 1o any reguest for such
consent, the following conditions must be fulfilled:

I. The obligations of the assignor deriving front this Agreement
must have been duly fulfilied as of the date such request is
madse.

2. The instrument of assignment must include provisions
stating precisely that the assignee is bound by ali covenants
contained in this Agreement and any modifications or
additions in writing that up o such time may have been
made. A drafl of such instrument of assignment shall be
submitied 10 BGPC for review and approval before being
formally executed.

{c} Notwithstanding the provisions of Article XXi{a),
CONTRACTOR may assign ali or any of its rights, privileges,
duties or obligations ander this Agreement to an Affiliated
Company, provided that CONTRACTOR shall advise the

GOVERNMENT and EGPC in writing of the assignment.
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(d) Any assignment, sale, transfer or ather such conveyance made
pursuant to the provisions of this Article XXI1 shall be free of
any transfer, capital gains taxes or related taxes, charges or fees
including without limitation, ali income tax, sales tax, value

added tax, stamp duly, or other axes or similar paymenis.

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

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

ARTICLE XX1
BREACH OF AGREEMENT AND POWER TO CANCEL
(a) The GOVERNMENT shall have the right 1o cancel this

Agreement by Grder or Presidential  Decree, with respect o
CONTRACTOR in the following instances ;

1. If it knowingly has submitted any false staternents to the
GOVERNMENT which were of a material consideration

tor the execution of this Agreement;

2. If itassigns 2oy interest hereunder contrary to the provisions
of Articie XX1:

3. It 1t g5 adjudicated bankrupt by a court of competent
janisdigtion;
4. I it does not comply with any final decision reached as the

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

6, If it commils any material breach of this Agreentent or of the
provisions of Law No. 66 of 1953 | as amended by Law No.
86 of 1956, which are not contradicied by the provisiong of
this Agreement,

Such cancetlation shall take place without prejudice 1o any
rights which may have accrued to the GOVERNMENT
against CONTRACUTOR in accordance with the provisions
of this Agreement, and, in the ¢vent of such canceliation,
CONTRACTOR shall have the right o remove from the
Area all s personal property.

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

{ other than a force majeure cause referred to in Article XXIH
hereof) exists 1o cancel this Agreement, the GOVERNMENT
shall give CONTRACTOR ninety (50) days written notice
personally served on CONTRACTOR's General Manager in the
legally officisl manner and receipt of which is acknowledged
by him or by his legal agents, Jo remedy and remove such cause,
but if for any reason such service is impossibie due to unnotified
change of address, publication in the Official Journal of the
GOVERNMENT of such notice shall be considerced as validly
served upon CONTRACTOR. If at the end of the said ninety
{9} day notice period such cause has not been remedicd and
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removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid; provided, however, that if
such cause, or the failure to remedy or remove such cause results
from any act or omission of one party, cancellation of this
Agreement shall be effective only against that party and not as
against any other party hereto.

ARTICLE XXIH
FORCE MAJEURE

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

(b)

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

"Force Majeure"”, within the meaning of this Article XXIII,
shall be any order, regulation or direction of the
GOVERNMENT or the government of Italy or the government
of the United States of America or the govemment of the British
Virgin Islands, with respect to CONTRACTOR whether
promulgated in the form of a law or otherwise or any act of God,
msurrection, not, war, strike and other labor disturbance, fires,
tfloods or any cause not due to the fault or negligence of EGPC



VAAY K b & 3 ) sl VA saall = e B ] Vo

NIK LR W B JTRFI BT PIENT G SRS DPTSRpI I U AT FO ST
Jitals gl padaind ¥ B sl ¥ i oot s (51 95t 3 2
Calyial spadl b anke 3 lndt begra i

W [FETRRUILIE) RS PR VAT SRR SL LS [FECI PRV
air 51 30 sttty Lt o3 53 5l B pians R LKA Jamss ¥
AL 5 o OV oy AU Digeenss 5455 Byl 5t ped 5h 1ol Rl e
3 78t 5l ol L 0% 31 5 20 0 s s Lesd Ll SR
cda L] e il sy

Lt shanad of LM o dts 3 il 5 aladl 5,00 s s 13 0
L of 5 bt ad o S LA B eal (V) daw 1l 206 O sy
Lige (8] Oy oo 228 5L Cor ot 035D 0y LS5 5Lt
gy S o eilool 1 e Sl Jamzy ] 033 gl ) bl

{ o iy &yl BLD)
il s ikl ol

31 0id e Jylilly da S Oy Lt et o OO i 135 5T (1)

Sl S bo Lty 51 Lt o L BT 41 L Sl L ]



oy VART L e & 5 e8] peli VA il = dmae g

o

and CONTRACTOR. or either of them, whether or not simikar to
the foregoing, provided that any such cause is bevond the
reasonabie conirol of EGPC and CONTRACTOR, or cither of

them.

{¢} Without prejudice 1o the above and Exeﬁﬁ as may be otherwis
provided herein, the GOVERNMENT shall incur no
responsibility whatsoever 1o EGPC and CONTRACTOR, or
either of them for any damages, restrictions or loss arising in
consequence of such case of force majeure except a force
majeure caused by the order, regalations or direction of the
GOVERNMENT .

{d) If the force majeure event occurs during the initial Explovation
| period or any extension thergof and continues in effect for a
penod of six {6) months CONTRALCTOR shall have the option
upon ninety (90) days prior written notice to EGPC to tenminate

its obligations hereunder without further liability of any kind.
ARTIHCLE XXI¥
DISPUTES AND ARBITRATION

{a) Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thercof, between
the GOVERNMENT and CONTRACTOR shall be referred to the
jurisdiction of the appropriate A. R. E. Courts and shall be finally
settied by such Courts,
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(b} Any dispute, controversy or ¢laim arising out of or relating 1o this

Agreement, Or the breach, ternunation or mnvalidity thereof, between
CONTRACTOR and EGPC shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Kegional Centre
for Intemational Commercial Arbitration ¢ the Center ) in effect on
the date of tae Concession Agreement. The award of the arbitrators
‘shall be 1inal and binding on the parties.

(c) The pumber of arbitrators shall be three (3).

(d} Each party shalli appoint one arbitrator. #f, within thirty (30} days

after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the
Centre to appoint the second arbitrator,

{¢) Fhe two arbitrators thus appointed shall choose the third arbitrator

who will act as the presiding arbitrator of the tribunzl, If within
thirty (30} days after the appointment of the sccond arbitrator, the
two arbitrators  have not agreed upon the choice of the presiding
artitrator, then etther party may roquest the Secretary General of the
Permanemt Court of Arbitration at the Hague o designate the
appointing authority. Such appeinting authority shall appoint the
presiding arbitrator in the same way as a sole arbiirator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of a nationality
other than the A.R.E., Italy, the United States and British virgin
Islands, and of a country which has diplomatic relations with the
ARLE., Italy, the United Stales and British virgin [slands and who
shall have no economic interest in the petroleur business of the

signaiories hereto.
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{fy Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the award, shall take place in

Cairo, A.R.E.

(g) The 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 rendered, may
be entered in any court having jurisdiction or application may be
made in 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 atry
conflict between Egyptian Laws and this Agreement the provisions
of this Agreement {including the arbilration provision), shall prevail.
‘The arbitration shall be conducted in the English language.

(1) EGPC and CONTRACTOR agree that if, for whatever regason,
arbitration i accordance with the above procedure cannot take
place, or is likely 1o take place under c¢ircumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to

fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, terminahion or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the

UNCITRAL Rules it effect on the Effective Date.
ARTICLE XXV
STATUS OF THE PARTIES

(a) The rights, duties, obligations and habilities in respect of EGPC and
CONTRACTOR hersunder shall be several and not joint or
colective, it being understood that this Agreement shall not be
construed as constituting an association or corporalion or

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

(c) All CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

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

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

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

construing or interpreting the Agreement.
ARTICLE XXVIII

SHARING OF PERSONNEL

(a}) The Parties hereto agree that the Belayim Petroleum Company
("PETROBEL") is hereby designated, subject to the agreement of
EGPC and CONTRACTOR and for so long as they agree, to act as
subcontractor for the Operating Company tc carry out Exploration

“and Development operations under this Agreement following a
Commercial Discovery.

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 payroll of personnel engaged in
activity for more than one Concession Agreement shall be allocated
on the basis of periodic time studies or upon such other basis or
bases as EGPC and the concerned party or parties may agree.
PETROBEL shall be entitled to the exemptions referred to in Article
X VI hereof in respect of its operations under this Agreement.
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(b) Nothing in this Agreement shall be construed as constituting any
relationship to any Concession Agreement heretofore entered into 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 limited to royalties, taxes, and the
computation of the net profits of EGPC and CONTRACTOR

respectively.

(¢) provided that PETROBEL is designated by EGPC and
CONTRACTOR to act as subcontracor of the Operating Company
under this Agreement, EGPC and CONTRACTOR shail use their
best efforts to the effect that the officers, directors, other personnel
and offices of the Operating Company shall, as far as reasonably
possible, be the same as those of PETROBEL, it being understood
that the CONTRACTOR Members under this Agreement shall be
represented on the Board of Directors of the Operating Company

under this Agreement.

ARTICLE XXIX
GENERAL

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

respect to 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
hereto unless and until a law is issued by the competent authorities of the
A.R.E. authorizing the Minister of Petroleum to sign this Agreement and
giﬁng this Agreement full force and effect of law notwithstanding

any countervailing governmental enactment, and the Agreement is signed
by the GOVERNMENT, EGPC, and CONTRACTOR.

IEOQC CO. INC.
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND
'EGYPTIAN GENERAL PETROLEUM CORFPORATION
AND

IEOC CO. INC.
AND
PENNZOIL SINAIL INC.
IN
WEST FEIRAN AREA

GULF OF SUEZ
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is an illustrative map at an approximate scale of
1:500,000 showing the Area covered and affected by this Agreement.

The Area measures approximately four-hunderd twenty (420) square
kilometers. The Area is composed of all or part of eleven (11)
Exploration Blocks, the whole blocks are defined on a six (6) minutes
Latitude by six (6) minutes Longitude grid.

It is to be noted that the delineation lines of the individual
Exploration Blocks in Annex "B' are intended to be only illustrative and
provisional and may not show accurately their true position 1n relation to
existing monuments and geographical 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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POINT No. LATITUDE NORTH LONGITUDE EAST DUE TU.
1. Eastern Coast of [ 33° 12' 04.00" |South to Point 2
Gulf of Suez
2. 28° 44" 49.00" | Eastern Coast of |Southwest to Point 3
Gulf of Suecz
3 28° 42" 41.04"|33° 11' 49.34" |Southeast to Point 4
4, 128" 42' 24.00" | Eastern Coast of |Southwest to Point 5
Gulf of Suez
5. 287 40" 32.00" | Eastern Coast of |Northwest to Point 6
Guif of Suez
6. 28% 41" 13.62" 33 10" 42.35" |Southwest to Point 7
7. 28° 39" 46.20" | 33° 09' 35.36" |Southeast to Point 8
8. 28°  39' 22.57Y ) 33° 10" 15.51" |Southwest to Point 9
9, 28% 38' 43.48" |33 09" 44.11" [Northwest 1o Point 10
10. 289 41" 25.98" | 33° 05' 09.52" |Southwest to Point 11
11 28° 39" 59.00"1{33° 04' 03.00" {West to Point [2
12 28 40" 00.007 | 32° 58" 50.00" |Northwest to Point 13
13 28° 44' 00.00" ] 32° 57" 00.00" ;North to Point 14
14 28° 49" 22.00"|32° 57" 00.00" [ Northwest to Point 15
15 28 52' 00.00" | 32° 55" 35.40" |East to Point 16
16 28° 52 00.00" | 32° 59" 54.45" [South to Point 17
17 28° 51" 27.02" [ 32° 59' 53.79" |East to Point 18
18 28 51" 24.08"[33° 02' 58.16" [South to Point 19
19 28Y 48" 41.76" | 33° 02' 54.96" |[East to Point 20
20 28" 48' 41.76" | 33° 04' 00.00" [South to Point 21
21 28° 47" 00.00" [ 33° 04" 00.00" [East to Point 22
22 28° 47" 00.00" | 33° 06' 00.00" [South to Point 23
23 28% 46' 00.00" | 33* 06' 00.00" |East to Point 24
24 28° 46' 00.00"|33° 12' 04,00" |[North to Point 1
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ANNEX "C"
CHARTER OF OPERATING COMPANY
ARTICLE I

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

The Company shall be subject to all 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 Charter and the Agreement

referred to below.
ARTICLE 11

The name of the Operating Company shall be mutually agreed upen
between, EGPC and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum.

ARTICLE III

The Head Office of Operating Company shall be in the A. R. E. In
Cairo.

ARTICLE IV

The cobject of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the
Development operations required in accordance with the provisions of
the Agreement signed on the ------- day of ------ by and between the
ARAB REPUBLIC OF EGYPT, the EGYPTIAN GENERAL
PETROLEUM CORPORATION and CONTRACTOR covering
Petroleum operations in the West Feiran Area described therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery, in any
portion of the Area converted into a Development Lease pursuant to
Work Programs and Budgets approved in accordance with the

Agreement.

Qperating Company shall keep dccount of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "D" thereto.

Operating Company shall pot engage in any business or undertake
any activity beyond the performance of said operations unless otherwise
agreed upon by EGPC and CONTRACTOR,

ARTICLEY

The authorized capital of Operating Company is twenty thousand
Egyptian Pounds divided into five thousand shares of common stock with
a value of four Egyptian Pounds per share having equal voting rights,
fully paid and non-assessable,

EGPUC and CONTRACTOR shall each pay for, hold and own,
throughout the life of Operating Company, one half (1/2) of the capital
stock of Operating ﬂﬁmpany provided that only in the event that either
party should transfer or assign the whole or any percentage of its
owhersnp interest i the entirety of the Agreement, any such fansferring
or assigning party ( and 1ts successors and assignees) must transfer and
assign a stock interest in Operating Company egual 1o the transferred or
assigned whole or perceniage of its ownership intergst in the entirety of

the said Agreement.
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ARTICLE Vi

Operating Company shall not own any right, title, interest m‘.ﬂstatﬂ iyl
or under the Agreement or any Development Lease created thereunder or
in any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, equipment ot
other property obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance of any of the
duties or obligations of either BGPC or CONTRACTOR under the
Agreement. Qperating Company shall not make any protit from any

sotirce whatsoever.

ARTICLE VII

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that Operating
Company shall decide, take action or make & proposail and the tike, 18
understood that such decision or judgment is the result of the decision or

udgment of EGPC , CONTRACTOR or EGPC and CONTRACTOR, as
may be required by the Agreement.

ARTICLE VIII

Operating Company shall have a Board of Directors consisting of
eight (8) members, four (4) of whom shall be designated by EGPC and
the other four {4) by CONTRACTOR. The Chawman shall be designated
by EGPC and shall also be a Managing Director. CONTRACTOR shall

designate the General Manager who shall also be a Managmg Director,
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ARTICLE IX

Meetings of the Board of Directors shall be valid if & majority of the
Dlirectors ate present and any decision taken at such meetings must have
the affirmative vote of five (5) or mare of the Directors, provided,
however, that any Director may be represented and vote by proxy held by

another Director.
ARTICLE X

Cieneral meetings of the Sharcholders shall be valid if a majorily of
the capital stock of Operating Company is represenied thercat. Any
decisions taken at such meetings must have the affirmative vote of

Shareholders owning or representing a majority of the capital stock.
ARTICLE X1

The Board of Directors shall approve the regulations covering the
terms and conditions of smployment of the personnel of Qperating
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 Operating
Company, and such By-Laws shall be effective upon being appraved by
a General Meeting of the Sharcholders, in accordance with the provisions

aof Articie X hereof.
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ARTICLE X1

Operatng Company shall come iMo existence within thirty (30) days
after the date of Commercial O Discovery or within thirty (30} days
after signature Of a Gas Sales Agrecrent or commencenient of & scheme
1 dispose of Gas as provided for in the Agreement {unless otherwise
agreed by EGPC and CONTRACTOR).

The duration of Operating Company shall be for a period equal to
the duration of the said Agreement, including any renewal thereof, unless
otherwise agreed by BGPC and CONTRACTOR.

The Operating Company shall be wound up if the Agrecment
referred 1o above is terminated for any reason as provided for therein.

s
d
a it e chrh R T T TR T R R R TRV ML R Y R R D Dyl R T MR e H OH M M D -
[ T'Y] -
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ANNEX "D
ACCOUNTING PROCEDURE
ARTICLE(
GENERAL PROVISIONS
{a) Definitions :

‘The deninitions contained in Article [ of the Agreement shall apply 1o
this Accounting Procedure and have the same meanings.

(b} Statements of Activity :

. CONTRACTOR shall pursnant to Article IV of this Agreement
render to BEGPC within thirty (30) days of the end of each
calpnday quarter a Statement of Exploration Activity reflecting alt
charges and credits related to the Exploration operations
conducted in any portion of the Area not converted into a
LDeveiopment Lease for that quarter summuarized by appropriate
classifications indicative of the nature thereof,

2. Following its caming into existence, Operating Company shall
render to BEGPC and CONTRACTOR within fifteen (15) days of
the end of each calendar gquarter a Statement of Development and
Bxploration Activity refiecting ail charges and credits related to
the Development and Exploration operations conducted in any
portion of the Area converted into a Development Lease for that
guaner summarized by appropriate classifications indicative of
the nature thereof except that Hems of controllable material and

unusuai charges and credits shall be detailed,
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(¢} Adjustments and Audits ;

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

2, All Statements of Development and Exploratien Activity for any
caiendar guarter pursuant to Article I {b) (2) shall conclusively
be presumed to be true and correct three (3) months foliowing
the receipt of such statement unless within the said three (3)
month period EGPC or CONTRACTOR takes written exception
thereto, Pending expiration of sald three {3) months BEGPC or
CONTRACTOR or both of them shall have the right to audit
QOperating Company accounts, records and supporting
documents for such quarter in the same manner as provided in
Article IV (£} of the Agreement.

{d} Carrency Exchange:

CONTRACTOR s books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in the
ARE. in ULS. Dollars. All US. Dollar  expenditures shall be
charged 1 the amount expended. All Egyptian Pounds cxpenditures
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shall be converted to ULS, Dollars at the applicable rate of exchange
issued by the Central Bank of Egyp! on the first day of the month in
which expenditures are recorded, and all other non-US, Dollar
expenditures shall be translated to 1).S. Dotlars at the buying rate of
exchange for such currency as guoted by National Westminster Bank
Limited, London at 16;30 a.m. G.M.T., on the furst day of the month
in which expenditures are recorded, A record shall be kept of the
exchange rates used in transiating Egypiian Pounds or other

non-UJ.5. Dollar expenditures to U.8, Dollars.
¢} Precedence of Docaments:

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 aof the

Agresmnent shall prevail
{f) Revision of Accounting Procedure:

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

the hght of future arrangements.
{g} No Charge for Interest on Investment:

Interast on invesiment or any bank fees, charges or COmMPHISHIONS
related 10 any bank guarantees shall not 1t any time be charged as

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

Subisct to the provisions of the Agreement, CONTRACTOR shall

AH

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

(a) Surface Rights :

direct cost attributable to the acquisition, renewal or

relinguishment of surface rights scquirdd and maintained in force for
the Area,

{h} Labor and Related Costs ;
(I).

Salaries amd Wages of CONTRACTOR's or Operating
Company’s employees as the case may be, directly engaged in
the various activities under the Agreement including salaries and
wages paid to geologists and other employees who arg
teynporarily ass;igntd to and employed in such activities. Such
salaries and wages to be certified by a certified public

accounting fum,

Reasonable revisions of such salaries and wages shall be
effected to take into account chahges in CONTRACTOR's
policies and amendments of Laws applicable 1o salaries. For the
purpose of this Article I (b) and of Article II (¢), salaries and
wages shall mean the asgﬂssable:ammuntﬁ for A.RE. 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 expatriate employees permanently assigned to Egypt:

1. All allowances applicable to salaries and wages;

2. Cost of established plans; and

3. All travel and relocation costs of such expatriate employees

and their families to and from the employee’s country or
point of origin 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 their families transferring from the A.R.E. to another

location other than their countsy of origin shall not be

charged to A.R.E. operations).

Costs under this Article II {(b)'(2) shall be deemed to be equal

to seventy five percent (75%) of basic salaries and wages

paid for such expatriate personnel including those paid

during vacations and sick leaves as established in
CONTRACTOR's international policies, chargeable under
Article IT (b} (1), Article II (i), Article IT (k) (1) and Article II

(k) (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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CONTRACTOR’s actual costs as of the Effective Date with
regard to the following benefits, allowances and costs:-

1. Housing and Utilities Aljowance,

2. Commuodities and Services Allowance.

3. Special Rental Allowance.

4. ¥acation Transporiation Allowance.

5. Vacation Trave] Expense Allowance.

6. Vacation Excess Baggage Allowance,

7. BEducation Allowances (Children of Expatriate Employees).

8. Hypothetical U.5.A. Tax Offset (which results in a reduction of
the chargeable percentage).

9, Stﬂﬁgﬁ of Personal Effects.

10. Housing Refurbishment Expense.
11. Property Management Service Fees,
12, Recreation Allewance,

13. Retirement Plan;

i4. Group Life Insurance.

15. Group Medical Insurance.

16, Sickness and Dhisability.

17. Vacation Plans Paid {excluding Allowable Vacation Travel
Expenses).
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18. Savings Plan.

19. Educational Assistance,

20, Miltary Service Allowanee.

2i. FLCA.

22. Workmans' Compensation,

3. Federal and State Unemployment Insurance,
24, Personnel! Transfer Expense.

25. National Insurance.

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

The percentages outlined above shall be reviewed at intervails of three
{3} vears from the Effective Date and a1 such time CONTRACTOR
and E(*;PC 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 polictes which
change or exciude any of the above allowances and benefits.

The revised percentages will refiect as nearly as possible
CONTRACTOR s actual costs of all its established allowances and
benefits and of personnel transfers.

{3} For expatriats 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 international policles. Such costs shall not
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include any administrative overhead other than what is mentioned
i Article IT (k) (2).

{4} Cosis of expenditure or contributions made pursuant to law or
assessment 1mposed by governmental awthority which are
applicable to labor costs of salaries and wages as provided under
Article I (b) (1), Article I (b)(2), Article 1T (1), Article T (k) (1)

- and Arnucie I {k) (3).

(¢} Benefits, Allowances and Related Costs of National Employees

Bonuses, overtime, customary allowances and benefits on a
basts similar to that prevailing for oil companies operating in the
A.R.E, all as chargeable under Articlie II (b} {1}, Article ¥ (3,
Article II (k) (1) and Article I1 (k) (3). Severance pay will be charged
at a fixed rate applied to payrolls which will equal an amount
equivalent to the maximum liability for severance payment as

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

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or Operating Company.
{1} Purchases:

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

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

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish such
material from CONTRACTOR’s or CONTRACTOR’s Affiliated

Compantes' stocks outside the A.R.E. under the fellowing
conditions:

1. New Material (Condition "A™)

New Material transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies' warehouse or other
propertics shall be priced at cost, provided that the cost of
material supplied is not higher than intemmational prices for
material of similar quality supplied on similar terms, prevailing
at the time such material was supplied.

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

a) Material which 15 in sound and serviceable condition and is
suitable for re-use without reconditioning shall be classed as
Condition "B" and priced at seventy - five percent {75%) of
the price of new material.

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

¢) Material which cannot be ciassified as Condition "B" or
Condition "C" shal! be priced at a value commensurate with
1S use.

d) Tanks, buildings and other equipmen! involving erection
costs shall be charged at applicable percentage of knocked -
down new price.
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(3} Warranty of Material Furnished by CONTRACTOR:

CONTRACTOR does not warran! 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 cquipment, materials and supplies necessary
for the conduct of CONTRACTOR s or Operating Company’s

activities.

{2} Business travel and fransporiation expenses to the extent covergd
by established policies of CONTRACTOR or with regard 10
expatriate and national employees, as incurred and paid by, or
for, empioyess m the conduct of CONTRACTOR's or

Operating Company’s business,

{3) Employees transportation and relocation costs for national

cmplioyees to the extent covered by established policies.

{f} Services

{1} Ouiside services. The costs of contracts for consultants, serviees

and utilities procured from third parties.

(1) Cost of services performed by EGPC or by CONTRACTOR or
therr Affiliated Companies in facilities inside or outside the
A RE. Regular, recurring, routing services, such as inlerpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or their Affiliated
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Corpanies at an agreed contracted price, Major projects
invoiving engineering and design services shall be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies at
2 negotiated contract amount,

{3} thse of BGPC s, CONTRACTOR s or their Affibated Companiey’
wholly owned eguipment shall be charged at a rental rate
commensurate with the cost of ownership and opéeration, but not
in gxcess of competitive rates currently prevailing inthe ARE

{4y CONTRACTOR s and CONTRACTOR's Affiliated Companies’
rates shall not mnclude any administralive or overhead costs other
than what is mentioned n Anticle B (0 (20,

{g) Damages and Losses :

All costs or expenses, necessary to replace or repair damages or
fosses mceurred by fire, floed, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of reasonable ditigence. CONTRACTOR or
Operating Company shall furpish EGPC and CONTRACTOR
written notice of damages or losses incurred in excess of ten
thousand (10,000) U.S, Dollars per occufrence, as soon as
practicable after report of same bas been received by
CONTRACTOR or Opervating Company.

(f) Insurance ang Clzim ;

The cost of any public liability, property damages and other
msurance against habilities of CONTRACTOR, Operating Company
and/or the parties or any of them {0 their employees andfor ctitsiders
as may be required by the laws, rules and regulations of the
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GOVERNMENT or as the parties may agree upon. The proceeds of

any such insurance or claim collected, less the actual cost of making

a claim, shall be credited against operations.

if no insurance is carried for a particularrisk, in accordance with
good international oil field practices, all related actual expenditures
ineurred and paid by CONTRACTOR or Qperating Company in
settiement of any and ail losses, clamms, damages, judgements and

any other expenses, including legal services.

{i} indirect Expenses :

Camp overhead and {acifities such as shore base, warchouses, water
svstems, road systerns, salanes and sxpenses of field supervisory
personmel, field clerks, assistants and other general employees

indirectiy serving the Area.

(i} Legal Expeuses :

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as-hercinafter provided, fogether with
all judgments ebtained against the parties or any of them on account
of the operations under the Agroement, and actual expenses incurred
by any party or partics heretd in sccuring evidence for the purpose of
detending against any action or claim prosecuted or wrged against
the operations or the subject matter of the Agreement. in the event

actions or ¢laims affecting the interests hereunder shall be handled
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by the legal staff of one or more of the parties hereto, a charge
coramensurate with cost of providing and fumishing such services

may be made to operations.
{k) Administrative Overhead and General Expenses :

(1) While CONTRACTOR is conducting Exploration Operations,
the cost of staffing and maintaining CONTRACTOR s head
office in the A.R.E., andfor 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
ampioyess of CONTRACTOR who are tomporarily assigned to
and directly serving in the Area, which will be charged as

provided in Article b},

(2 CONTRACTOR s admunistrative overhead outside the ARE.
appiicable o Exploration operations in the A.R.E. shall be
charged each month at the rate of five percent (5%) of wotal Ex-
ploration expenditures, provided that no administrative overhead
of the CONTRACTOR outside the ALRE. applicable toc ARE,
Exploration operations will be charged for Exploration opera-
tions conducted by the Operating Company. No other direct
charges as such for CONTRACTOR s admunistrative overhead
cutside the AR E. will be applied agamst the Explorauon obliga-
tions. Examples of the type of costs CONTRACTOR, is incurring
ard charging hereunder due {o activities under the Agresment

and covered by said percentage are
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i. Exgcutive - Time of executive officers.
2. Treasury - Financial and exchange probiems.
3. Purchasing - Procurning matenials, equipmen! and supplies.

4. Expioration and Production - Directing, advising and controiling

“the entire project.

5. Other departments such as legal, controllers and  engineering

which contribute ime, knowledge and experience to the operations.

The foregoing does not preclude charging for direct service under
Article I1 () (2).

{3} While Operating Company 1s conducting operations, Dperating
Company's personnel engaged in general clerical and office
work, supervisors and officers whose time is generaliy spent in
the main office and not the field, and ali employees generally
considered as general and administrative nad not charged to
other types of expanse will be charged (o operations. Such
expenses shall be allocated ecach month between Exploration and
Deveiopment operations according fo sound and practicable

aﬂﬁ{}unﬁng methods.
{i} Taxes:

All taxes, daties or levies paid in the ARE by CONTRACTOR
or Operating Company with respect {0 this Agreement other
than those covered by Article TH (2} 1 of this Apreement.
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{m} Continuing CONTRACTOR Costs

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

be recovered as a cost,
{n) Other Expenditures :

Any costs, expenses or expenditures, other than those which are
covired and dealt with by the foregoing provisions of this Article 11,
mcurred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE I}
INVENTORIES
(a) Periodic Inventories, Notice and Representation:

At rcasonable intervals as agreed upon by EGPC and
CONTRACTOR mventories shall be 1aken by Operating Company
of the operations materials, which shall include all such muaterial,
physical assets and construction projects, Written notice of intention
to take inventory shali be given by Operating Company 10 EGPC and
CONTRACTOR at least thirty (30) days before any inventory is to
begin so that EGPC and CONTRACTOR may be represented when
any inventory is taken. Failure of EGPC and/or CONTRACTOR ta
bt represented at an inventory shall bind them to accept the
inventory taken by Operating Company, who shall in that event

furnish the party not represented with a copy thereof,
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(h} Reconciliation and Adjustment of Inventories :

Recanciliation of mventory shall be made by CONTRACTOR and
EGPC and 2 hst of overages and shortages shall be jointly
determuned by Operaung Company snd CONTRACTOR  and
=GP, and the inventory adjusted by Operating Company.

ARTICLE IV
COST RECOVERY
{a) Statements of Recovery of Costs and of Cost Recovery Pefrolenm:

CONTRALTOR shall, pursuant to Anticle VIT of the Agreement,
render to EGPC as promptly as practicable but not later than fifieen
{13) 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 carmied forward from the previous quarter, if any.
2. Recoverable costs incurred and paid during the quarter.
3. Totai recoverabie costs for the guarter (1) + (2).

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

2. Amount of costs recovered for the quarter.

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

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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{b} Pavments ;

if such Stalement shows an amount due to EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails o make any
such p&yme:nt 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 Inierbank Borrowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest is caleulated. Such imtorest

payment shall not be recoverable.
(¢} Setitemient of the Excess Cost Recovery Petroleum ¢

EGPC has the right to take its entitlement to Excess Cost Recovery
tetroteumt under Articie VI {a) of the Agreement, it kind during
the said quarter. A settiement shail be required with the rendition of
such Statement in case CONTRACTOR has taken more than its own

entitlement of such Excess Cost Recovery Petroleum |
(d) Awnddit 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 objection
1o any such Statement. EGPC and CONTRACTOR shall agree on
any required adjustments, Supporting documents snd accounts will
be availabie to EGPC during said twelve (12) month period.
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ARTICLE Y
CONTROL AND MAJOR ACCOUNTS

{a} Exploration Obligation Confrot Account

CONTRACTOR will establishs an Exploration Obligation Control
Account and an offselting contra account 1o control thersin the total
amount of Exploration Expenditures reported on Staternents of
Activity prepared per Article § (b} (1), less any reductions agreed to
by BGPC and CONTRACTOR following written exceptions taken
by a Non-Operator pursuant to Article I {¢) (1} hereof, in order to
determine when minimum Exploration Obligations have been et

{h} Cost Recovery Control Account :

CONTRACTOR will establish a Cost Recovery Control Account
and amoffsetting contra account to control therein the amount of cost
remaining 1o be recovered, if any, the amount of cost recovered, and
the value of the Excess Cost Recovery Petroleam, 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
minitum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded in major accounts including the
foltowing -

- Exploration Expenditures;

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

Necessary sub-zceounts shall be used.

Revenue accounts shail be maintained by CONTRACTOR 1o the
extent necessary for the control of recovery of costs and the
treatinent of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shail be subject to Egyptian
Income Tax Laws except as otharwise provided in the Agtesment,
that any A.R.E. incame taxes paid by EGPC on CONTRACTORs
behalf constitute additional income to CONTRACTOR, and this
additionat fmcome 13 also subject o ARE. income tax, that is

Perossed up®

CONTRACTOR s annual income, as determined in Article I (g) 2
of the Agrecment, fess the amount equal o CONTRACTOR's
grossed wp BEgyptian income tax Bability, shali be CONTRAUTOR s

"Provisional Income".

The "g:"ﬂssmup" value 15 an amount added to Provisional Income to
give “Taxable Income®, such that the gross-up value is eguivalent to
the AR.E. income taxes,

THEREFORE :

Taxable Income = Frovisional Income PLUS Gross-UP Value
AND

Gross-up Yalue = A RE, Income Tax on Faxable Income.

if the "ARE. income tax rate”, which means the sffective or
composite taX rate due to the vartous A RE. taxes levied on income
or profils, 15 constant and not dependent on the level of income, them

Crross-ip Value = A RE. income tax rate TIMES Taxable Income.
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Combining the first and last equations sbove,
Provisional Income x Tax Rate

Gross-{UJP Valng =
: } - Tax Rate

Where the tax rate is expressed as 3 decimal,

The above compatations are Husteated by the following numerical
example. Assuming that the Provisional Tncome 3 3 10 and the
AR.E. income tax rate is forty percent (409%), then the Gross-UP
Value s equalto:

0x 0.4

e~ 8067
THEREFORE :
3
Provisional Income 10.00
Plus Gross - up Value 667
Taxable Income mml_ﬁﬁ? -
Less : ALRE. Income Taxes at 40% 6.67

CONTRACTOR s Income after Taxes 1300



LRl

VAT L o & G () il VA saadl = Zaw g

= s
L_]

InanalEls alian’




!=

L J

iz

Ya
Povmetbositi
blaiplnle — el

el

P —

o HHgn

ii%ihﬂﬁ{aﬂ&{&§@ﬁih samd! —

ARTIL SY D TVRHOLLYN "

m—

{ EAI0vaY) WRAN ]

W

SINTTTd NG SHIINAOHL =+ v SFLATUOYE SMIBSEDOEE sy {7

Yy

okt Rl

|

g plndi

plr

ALEY
et
— - -
R I B NEH LSS M
eormehrds Ay
A m L Ahe mr~Hm 1_”._._.:...
. a
] q:;._.-l-..ﬂ_ g
P NSy uieersd ODaRD  ©HID
111111111111111111111111111 R |._|...u1..mﬂ— ...n_..
o YD O aaean P
ot | s, . LWL
| IV
o : vmpems 8
. . wRnyY
1 NS WTY YUBY .
1wy v d HNYULYW
Q70

¥HS NYHNY AL LYW

rilI!i1IIilIlIIl!!!tlil!l]ii]lliillllii

A1 LS D ANTTEdId SYO TYNOLLYN J0 dVIA

L

Loy

.._.m.w.."_ uﬁ;wnﬂ..m mfm{



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

