el
iminaall 03, o3l g | salll
S R LR CERRREEELEE ol \
2 I X EREREE i LS S Y
PP TSI PP PP sally 3 pid! s y
A ST I ol 5,58 ¢ W olaadly Jaal) pab £
PSP L,y d eVt oldss ‘
S RO ol OLESY awy Sldas) 1\
o e T il CHEPRIP PR 1L 1) P Y
VoA e e J g ¥ 1 1S e A
N T R R LR, C.""“ q
VA eeereeeinmnesneeas s sy el e V.
L N 3] s 0y Jy et e il \ y
R 2 L R RLITRERERE iS el ool LieX \Y
% & O ke pially dlad) — Sl S \ Y
N N PP PR TERE ST PRV eLP iy ENN) \{
N T o e A pd! \ &
X 2 AU PPPP PRI i S e ol 'V
\ ¥ il a3 iy plam Y G \Y
N 2 R R ERCERTS LA ol g! il VA
\E§ OO Jiadl 3ty V4
P N RRARRE I B [T Y.
P P PP TR RPP PP RETETES Jsazll Y
ND .  reeerrreeieieenees LN kb, Al JYSY Yy
Y U R PP PR TR TTRLELE 3l 3,8 Yy




VAR G ole 3 S5 5) wl YA daadl = L Jlsa 2] 8

dﬂ)ﬁ:ﬂl c.!t:i'
gl o 4l g2 3ol
Yo T I TCRTTYEITIFLITS ‘..&:JL, <l sl \ 4
e e, SN il g Yo
VY e, Llocs s gl ! 31k15 oy gudaedl o )5 LAM Y1
Ve e RUSUITIOY el el Yy
T ¥ A R IELEE nkaladl 8 45, LEdl YA
T T PR LR sl gt Y4
T L_JLEJ")U.t.r.ELUﬁa-.:L._':.ni Y.

indoaall o ol gzl Yy
AV e RIP PPV SPRYTENE B Iy gobe
YWO e uhi*eyuuwﬁm_‘p (ot D 3
WA e o UL RS R e die g e
N S TR LATEEEE PR UV €3 p 3ok
VAN e eae s sl Sl (1551 55U
\ayY ... oAty Uy eal by a8 (sl 210
L ¥ T OO PPPPPE s Rl (At 5aUh)
YAT  eriieeenieiines G byl (gt 155U
VY. g M ebiadly A0l Sl (el 32l1)
17 TN il )l ey fS (sl 52U1)

YY" e Lyﬁ“_‘;w' H.-.HLLL?_,J.D M&J_ﬁ (=P .9



5 VAAR Lw e 8 3 (5) U VA sl - da Jl Gy 2

INDEX
ARTICLE TITLE PAGE
e 11
II Annexes to the AZreement.......cccveceeviererieernneeeeenansineessns 21
1 Grant of Rights and Term....ccccoeeviriimvivemnvieinecnrrnnnsnn. 21
IV Work Program and Expenditures During Exploration
Period..ccvivereiiverie et e e mes s mee e e 43
\Y Mandatory and Voluntary Relinquishments.................. 37
VI Operations after Commercial Discovery.......ccovvevveeeen. 61

VII Recovery of Costs and Expenses and Production

Y0¥V T oL U 67
VIII THtle 10 ASSEIS.ccivcuiiemeeiaerreesincrerssnnsiennsessrsnssesrensnrasssnnnnees 109
IX BOIUSES. . i vievivreesresrerrminierirenmaesassereerarmmrrarensesnons R, 113
X Office and Service of NOUCES...vvvreerevssrervcemeeoemereresennes 115
XI Saving of Petroleum and Prevention of Loss............... 117
X Customs EXemptionS. ... i, 121

X111 Books of Account: Accounting and Payments.............. 127
X1V Records, Reports and Inspection.......cccvvvvcceenicnnnenane 131
XV Responsibility for Damages.....coeenvicmicinnncnncennn, 135
XV] Privileges of Government Representatives............cveu. 135

XVII . Employment Rights and Training of Arab Republic of
Egypt Personnel........coveverceoenvnninniincccvcmoriscnmrscsneenee. 137

XVIIT Laws and Regulations.......c.cccoccivevivcvecreericncrnecssnnnssnons 141
XX StabiZAtION. .. erercervrerer e eeverrrrr v crerrnsenecsisnenneeceeons 14D
XX Right of Requisition.......ccieiimenieniiiene e, 147

XX1 ASSIZNMED . ..eee e rrecrrensimeceneesnmnsesanesnassvsssinensiinns 149



VAR L Wl & 9 15) s VA Bl = i JlBa A
INDEX
ARTICLE TITLE PAGE

XXl Breach of Agreement and Power to Cancel........... 151
XXIIL FOrce Majeure.. v ineireeesrrrccaies ettt sanss s e 155
XXV Disputes and ATBILTALON, e eeveee oo emereatsessonseras 157
XXV Status OF PartieS...cciosvvrersreeeercccanissaiimianiaiaivnnmnassaes 161
XXVI [ocal Contractors and Locally Manufactured

Material....oooecerecercrieniiinssrarrereas s eeereaterrenntraeees 163
XXVII ATABIC TEXLuui. o ireiairaceersecncarerirsossmnssesressesenasorannes 165
XXVIII  Sharing of Personnel.......ciiimiinnnn. 163
XXIX GENIETAL eaeereerirermreeeeeeecrsesscoisrcontscnsissaneransesaacsessnns 167
XXX Approval of the AR.E Government........c..coceee. 169

ANNEXES TO THE CONCESSION
AGREEMENT

Annex "A"  Boundary Description of the Concession Area..... 171
Annex "B"  Illustrative Map showing Area covered............... 175
Annex "C"  Charter of Operating Company.......ccuneneee. 177
Annex "D Accounting Procedure ... innenssnsessseienee 187
Article General PrOVISIONS ....ccuvcrcimiisneniencessnesissnssseninne 187
Article Tk Costs, Expenses And Expenditures .....ovmeiieere 193
Article [T INVENTOMIES .veeerreeriiasssnarememsensmmremsimarrasiontsssnarass 215
Article IV COSt RECOVETY tiivviiamrirmmmmemmenmariaiuinsassscn: 217
Article V Control And Major ACCOUNES ..oeeeereiiicnininninnianeansns 221
Article VI Tax Implementation Provisions .......c.eeewroreeas. 223

Annex "B Map of the National Gas Pipeline Grid System..... 227



VoA I b 8 (5 AU VA sl - R Sl B

VAAT ol YA 0l ) 9l
Jal Balal) gl gl s Bladll B Jg 2l sl g2 Sl
Sl gl Lo 85y (3 Ol pee J2 5
Woll g Allaie B dSsaly g2l o8 Coudl Ol 2
| sl
CH N
: aU_,J....:oT JBg ¢ as u:iﬂ Syevil M:J|u-3-‘"-‘ A
(J931BaLI)
aa 35385 gl deladl Gl | dngdl pe dilaclt 3002t 45 s
s aanly Jozdl e G U 3 cdlilaoc, a8 Loy ) JS 0575, L 3. o
e ol 2y 0y 25 4 doy 20 Wy o DA o yiar ihate
( Gl B2l )

LSNP FEPC VIR Je S TR PP L RIS RT3 IPREI PP S NS
Y B i gl fS s
(&l daldl)
gt oyl JE g e Gy ¢ I A S RYHCURNT I
golpd e oS diny ¢ Dyt e o S e e
| g

S VNV DL Ld 3 Y (St el 0

VR8T L e A L)



VA G e 4 5 () U VA el - e Jliu A A

ol ol il
il § J9 il (8 i
Sond T i ) (e
$
JOral dolad! d puad ! Sut
3
v gl e i 25 )
SHELL EGYPTN. V.

3
o bl U o) i 35
SHELL AUSTRIA AXTIENGESELLSCHAFT
b
s & i i g

Eope2

lads 4o, VA A s (A radl a3 ade ) F
(@ msSdln sl ap oo n o b e llars ) il s Dy e O
RVPERRIIE | POFPTRCTEE S 3 SOt PIUNEN 1) SUWS [T (F S301 P
o 18,55 (o gl e Lo e Ghhy) Lol o e ool L YA 0A L)
bed Lgde Gdb o) g (lyd) Wady AUy Ao 455 5 . (S 0l s
by iy aupo 26,5 by SdlidomminaST U iyl B8 3820 (0 it B2 3 b
a5 o IS e Uy (bl 105 o b Wnde Gllayy) L)l ol
sl giae Ty ke Lagie JS e sy (s Willy Lo s L junsf g



VA4 L ple & 3 ) aaU YA sl ~ Ra 30 2
® M

il i

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
' AND
SHELL EGYPT N.V.
AND
SHELL AUSTRIA AKTIENGESELLSCHAFT
IN
SOUTH DELTA- AREA
A.R.E.

This Agreement made and entered on this ............ L day of ... 9
by and between the ARAB REPUBLIC OF EGYPT (hereinafter

referred to variously as "A.R.E."” or as the "GOVERNMENT"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended ( hereinafter referred to as
" EGPC " ) and SHELL EGYPT N.V., a Company organized and
existing under the laws of the Netherlands (hereinafter referred to as
"SHELL EGYPT') and SHELL AUSTRIA AKTIENGESELLSCHAFT
a Company organized and existing under the laws of Austria (hereinafter
referred 10 as "SHELL AUSTRIA™), both SHELL EGYPT and SHELL
AUSTRIA shall be hereinafter referred to collectively as
"CONTRACTOR" and individually as "CONTRACTOR MEMBER".




VAR T le & 5 (5) b YA sandf = L Jlaa 40

el s R ihiaf il

(s 3] ) yumri

Aldls 2l sl Jyndl led b ,;;:L..tta,a.?amujmi,f s
%Yﬂyb’-‘ﬂl&udiaﬁﬂ| |-"5‘JMY“L:“'~'-UJLEL‘E’;* C'—f

wWWJMr*ﬁ‘&JM%M‘ﬂJﬁM‘J%; |
o gdly ool 50l 3 Lt el dahil) ol GlST 3 Wihimdy Jg 2!
A oSl LY sy o A en Gl (G e 7 Sy il o Gl
el AikdV y o o bed Lpdh L) Lps

o sardl gl U Sy ) b 91l Lol by e J2 0 Sy
wrlsly dnaiiy S 2dl et Codl dlacly Gaziy Lo Yslha vimiear b Lo e
SRR PIIRT SO

S STPE I PSPPI [ kPP SPR P DI S LA JUNRY
srm Ol VAN ) AT 3, bﬁwir&-"i oz st ol ) a6l S
ol b Je A3yl e OLbI Gt a6 Ul
( 91 B
sl
oo bty oodly ety sk pdd Jel Joe " Emdl " (1)
Ay o ezl i)l oAl Jooadl sl B 53,100 a_.JiJu._.;f
Ll Sloall gl A O il iy Soalindd] i Wl LY
1.,,._3:}1 Jy 2 JH OLAZSY Ll iy i o) ) UL O s
ey o UL ividazl! LTy o puill] e s f ) g 2l SULESNY
Wiy s Wi ol Olaally oleadly laglly Slslaa¥t e Jyaad !
iy y . Shaall Ly pakadl iloldly Jaadl palp 4 2515 45 U s, LS
- Goedl Sldeay JLi (o n Jakll



VAT i ol & 5 (5) s VA sl = de I3, 2

FEE TR e —— el

WITNESSETH

WHEREAS, all minerals including petroleum existing in mines and
quarries in A.R.E., including the territorial waters, and in the seabed
subject to its jurisdiction and extending beyond the territorial waters, are

the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession for the
exploration and exploitation of petroleum in and throughout the area
referred to in Article II { hereinafter referred to as the "Area" ), and
described in Annex " A " and shown approximately on Annex " B ",
which are attached hereto and made part hereof ; and

WHEREAS, SHELL EGYPT, SHELL AUSTRIA agree to undertake
their obligations provided hereinafter as a CONTRACTOR with respect
to the exploration, development and production of petroleum in South
Delta Area; and

WHEREAS, the GOVERNMENT desires hereby to grant such
Concession ; and |
WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with EGPC,
and with SHELL EGYPT and SHELL AUSTRIA as CONTRACTOR 1n

the said Area.
NOW, THEREFORE, the parties hereto agree as follows

Y

ARTICLE 1
DEFINITIONS

(a) "Exploration" shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the drilling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discaveries and other related holes and wells,
and the purchase or acquisition of such supplies, materials, services
and equipment therefor all as may be contained in the approved
Work Programs and Budgets. The verb explore'' means the act of

conducting exploration.
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(b) 'Development" chall include, but not be limited to, ail the operations
and activities pursuant to approved Work Programs and Budgets

under this Agreement with respect 1o

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

the status of a well, and

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

secondary recovery projects, and

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

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

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

Area under this Agreement and all substances that may be extracted

therefrom.

(d) "Liquid Crude Qil" or "Crude O1l" or "Qil" means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
lease separators or which is exiracted fromn the gas or casinghead gas
in a plant. Such liquid state shall exist at sixty degrees Fahrenheit
(60° F) and atmospheric pressure of 14.65 PSIA. Such term includes

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

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

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

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

(h) (1) "Commercial Oil Well" means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event in
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 Qil Well" is the date on which such well is tested
and completed according to the above.

(2) "Commercial Gas Well'' means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but In any event in
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than Fifteen miltion
(15,000,000) standard cubic feet of gas per day (MMSCED).
The date of discovery of a "Commercial Gas Well" is the date
on which such well is tested and completed according to the

above .
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(1) "A.R.E." means ARAB REPUBLIC OF EGYPT.

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

the relevant Law 1s 1ssued.

(k) (1) "Year" means a period of twelve (12) months according to the

Gregorian Calendar.

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

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

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

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

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

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

(iii) of which the share capital conferring a majority of votes at
stockholders' 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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(o) "Exploration Block" shall mean an area, the corer points of which
have to be coincident with three (3) minute by three (3) minute
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex A",

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

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

(q) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological strutcture capable of production, the
corner points of which have to be coincident with one (1)} minute by
one (1)hminute 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",
(ry "Agreement" shall mean this Concession Agreement and its Annexes.
gr g

(s) "Gas Sales Agreement” shall mean a writien 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).

(1) "Standard Cubic Foot" (SCF) 1s the amount of gas necessary to fili
one (1) cubic foot of space at atmospheric pressure of 14.65 PSTA at

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

~ Annex "A" is a description of the area covered and affected by this
Agreement, hereinafter referred to as the "Area".

Annex "B" i1s an ilustrative map on the scale of

1:1,250,000 indicating the Area covered and affected by this Agreement
and described in Annex "A".

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

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 upen by EGPC and CONTRACTOR under a Gas Sales

Agreement, which point of delivery shall be iocated at the flange
connecting the development lease pipeline to the nearest point on the

National Gas Pipeline Grid System as depicted in Annex "E" or as
otherwise agreed upon between EGPC and CONTRACTOR.

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

ARTICLE I
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR
subject to the terms, covenants and condittons set out i this Agreement,

which insofar as they are contrary to or inconsistent with any provisions
of LLaw 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 "
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(b)
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The GOVERNMENT shall own and be entitled, as hereinafter
provided, to a royaity in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area durng
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 to the CONTRACTOR.

An initial Exploration period of Two (2) years shall start from the
Effective Date. One (1) extension to the initial exploration period, of
three (3) years, shall be granted 1o 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
Oil Discovery nor a Commercial Gas Discovery is established by the
end of the Fifth (5th) year of the Exploration period, as may be
extended pursuant to Article V (a). The election by EGPC to
undertake a sole risk venture under paragraph (c) below shall not
extend the exploration period nor affect the termination of this

Agreement as tC CONTRACTOR.

(¢) Commercial Discovery !

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

(1) The provisions laid down herein postulate the unity and

indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oil and Gas
unless otherwise specified.

(1i1) CONTRACTOR shall give notice of a Commercial Discovery to

EGPC immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development, but
in any event with respect to a Commercial Oil Well not later

than eighteen (18) months followtng the date of the discovery of
the Commercial Oil Well or with respect (0 a Commercial Gas
Well not tater than twenty-four (24) monthes following the date
of the discovci'y of the Commercial Gas Well (unless EGPC
agrees that such period may be extended) except that
CONTRACTOR shall also have the right to give such notice of
Commercial Discovery with respect to any reservoir or
reservoirs even 1f the well or wells thereon are not
"Commercial" within the definition of the “"Commercial Well"
if, in its opinion, a reservoir or a group of reservoirs, considered

coliectively, could be worthy of commercial development.

CONTRACTOR may also give a notice of Commercial Oil
Discovery in the event it wishes to undertake a Gas Recycling

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

Within sixty (60) days following 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.

(1tv) If Crude Oil is discovered but is 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 expiration of the
period si:uccificd above within which CONTRACTOR can give
notice of a Commercial Qil Discovery, or nineteen (19) months after
the completion of a well not considered to be a"Commercial Qil
Well" have the right, following sixty (60) days notice in writing to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and dispose of all Crude Qil from the geological feature on
which the well has been drilled. Said notice shall state the specific
area covering sald geological feature to be developed, the wells to be
drilled, the production facilities to be installed and EGPC's estimated

- cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such 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

specitied area.

I[f CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole risk

operations by EGPC, such area to be mutually agreed upon by
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EGPC and CONTRACTOR on the basis of good petroleum industry
practice. EGPC shall be entitled to perform, or in the event
Operating Company has come into existence, to have Operating
Company perform such operations for the account of EGPC and at
EGPC's sole cost, risk and expense. When EGPC has recovered from
the Crude Oil produced from such specific area 2 quantity of Crude
Oil equal in value to three hundred percent (300%) of the cost it has
incurred in carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been a separate
Commercial Oil Discovery elsewhere within The Arca, to share in
further development and production of that specific area upon paying
EGPC one hundred percent (100%) of such costs incurred by EGPC.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such payment
the specific area shall either (i) revert to the status of an ordinary
Development Lease under this Agreement and thereafter shall be
operated in accordance with the terms hereof; or (11) alternatively, in
the event thﬁt at such time EGPC or its Affiliated Company is
conducting development cperations in the area at its sole expense
and EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentage of the Crude Qil as specified n Article VII (b)
below. The sole risk Crude Oil shall be valued in the manner
orovided in Article VII (c). In the event of any termination of this

Agreement under the provisions of Article III (b) abave this
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Agreement shall, however, continue to apply to EGPC's operation of
any sole risk venture hercunder, although such Agreement shall have
been terminated with respect to CONTRACTOR pursuant to the

provisions of Article I1I (b).

(d) Conversion to a Development [ease:

(i) Following a Commercial Oil Discovery or a Commercial Gas
Discovery, the extent of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
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 instrument or permission.

(ii) Following the convetsion of an area to a Development Lease
based on a Commercial Gas Discovery (or upon the discovery
of Gas in a Development Lease granted following a Commercial
0il Discovery ), EGPC and Contractor shall endeavour with
diligence to find adequate local and or export markets capable of
absorbing the production of Gas EGPC and shall advise

CONTRACTOR of the potential outlets for such Gas, and the
expected annual schedule of demand. Thereafter, EGPC and

CONTRACTOR shall 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 agreement
the Gas thus made available shall be disposed of to EGPC under a
long-term sales Agreement in accordance with and subject to the
conditions set forth in Article VII.

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

(aa) In respect of a Commercial Qil Discovery, twenty (20) years
from the date of such Commercial Discovery plus the Optional
Extension Period (as defined below) provided that, in the event
that, subsequent to the conversion of a Commercial Oil
Discovery into a Development Lease, Gas is discovered in the
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same Development Lease and 15 used or 1s capable of being used
locally or for export hereunder, the period of the Development
[.zase shall be extended only with respect to such Gas, LPG
extracted from such Gas and Crude Oil in the form of
condensate produced with such Gas for twenty {20) years from
the date of first deliveries of Gas locally or for export plus the
Optional Extension Period (as defined below) provided that, the
duration of such Development Lease based on a Commercial Oil
Discovery may not be extended beyond thirty-five (35) years
from the date of such Commercial Oil Discovery, unless
otherwise agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petroleum .

CONTRACTOR shall immediately notify EGPC of any Gas

Discovery but shall not be required to apply for a new
Development Lease in respect of such Gas .

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

from the date of first deliveries of Gas locally or for export
plus the Optional Extension Period (as defined below)
provided that, if subsequent to the conversjon of a Commercial
(Gas Discovery into a Development Lease, Crude Oil is
discavered in the same Development Lease, CONTRACTOR's
share of such Crude Oil from the Development Lease (except
LPG extracted from Gas or Crude OQil in the form of
condensate produced with Gas) and Gas associated with such
Crude O1l shall revert entirely to EGPC upon the lapse of
twenty (20) years from the date of such Crude Ol Discovery
plus the Optional Extension Period (as defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based con a
Commercial Gas Discovery shall, in no case exceed thirty-five
(33) years from the date of such Commercial Discovery,
unless otherwise agreed upon between EGPC and
CONTRACTOR and subject to the approval of the Minister
of Petroleum.
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CONTRACTOR shall immediately notify EGPC of any Crude
O1] Discovery but shall not be required to apply for a new

Development Lease in respect of such Crude Oil.

The "Optional Extension Period" shall mean a period of five
(5) years which may be elected by CONTRACTOR upon six
(6) months written notice to EGPC prior to the expiry of the

relevant twenty (20) year period.

(¢) Development operations shall upon the issuance of a Development
Lease granted following a Commercial Oil Discovery, be started
promptly by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully dévclupad', it being
understood that if associated Gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to

avold impatring the production in the interests of the parties.

In the event no Commercial Production of Crude Oil .in regular
shipments is established in any Development Block within four (4)
years from the date of the Commercial Oil Discovery, such
Development Block shali immediately be relinquished, unless there is

2 Commercial Gas Discovery on the Development Lease.

Each Development Block in a Development Lease being partly
within the radius of drainage of any producing well in such

Development Lease shall be considered as participating in the

Commercial Production referred to above.



VAR T b & 5 () s VA sl = B I S 4

i

Syl daalyy W 5 G panl) ilis 3 el 5] W) gy sie gl 5 s
Sldas 5L 0 ¥ L gl 500 adl jlie p LS pacast oy
Jdl il 5 5 o K2 3 sl 2l S jfly 5Ll Las
JIR U FUCTE JUPTORIN ENE S [ W] I E PP TAURTELI IS Bt o €
Gl e il iy Al o oty & Ll LSl 28,2800 Lal,,
oo ISy Dl By ! il ety LT i 8 i L
S et 3o o RV [P RN 411 T PSP S v
S g lactl &east s 55 o S SUN ey Ao ) e 355 LAl
i M e agd) Gl b aie e U

TE BN PR RRCHE APV AR PUPNE ERL S PR ENPETICI (Y
o aid g3 S L3V ade Slelld u Cou p T (0 damean (6o
i da ol ] 7 gl il U Syl T 5yl o)) it
Jpmciny o pakl il p il g k) plaiyl (b gl &) iny O
iy o i maiy LdtaL,.ﬂ'mulim%mJldﬁgﬂltwl
s sir ol o] Gl 7o) e g ) gVl IS
s - Y (ke on alliy o [ Y oS80 b\ gl ]
I Ll ity 533 23 ST Ui o S Yy S 50
PCIIPX\| BEPUr A POV gt R VIRY Jpad! S I Slblas Lt
o5 A olb oYl g paams J a1l Lk S o L o]
sy o pl ¥ xibie WS o SN oSl s s gl J pa d|
oS SN LY FEPIRLPEISURPD JIEE ALY {E [JFOR.
| bl | el




VAAT L ula & & (5) a0 VA daadl = Lea ) 50y 2

il £ sl —

ryY

e

Development operations in respect of Gas and Crude Qil in the form
of condensate or LPG to be produced with or extracted from such
Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme by CONTRACTOR to dispose of the
Gas, whether for export as referred to in Article VII or otherwise, be
started promptly by 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 Agreement or scheme, the Development
Lease relating to such Gas shall be relinquished, unless otherwise
agreed upon by EGPC.

If, upon application by CONTRACTOR it is recognized by EGPC
that Crude Oil or Gas is being drained from an Exploration block
under this Agreement 1nto a Development Block on an adjoining
concession area 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 drainage occurs, whichever is later) between the two Concession
Areas. The allocation of such costs and production under each
Concession Agreement shall be in the same portion that the
recoverable reserves in the drained geological structure underlying
each Concession Area bears to the total recoverable reserves of such
structure underlying both Concession Areas. The production

allocated to a Concession Area shall be priced according to the
Concession Agreement covering that concession area.
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(f) CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and expenses shall not tnclude any interest on investment,

CONTRACTOR shall iook only to the Petroleum to which it is
entitled under this Agrecment to recover such costs and expenses,
Such costs and expenses shall be recoverable as provided in Article
VII. During the term of this Agreement and its renewal, the total

production achieved in the conduct of such operations shall be
divided between EGPC and CONTRACTOR in accordance with the
provisions of Article VII,

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

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

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

follows:

The total of the sums received by CONTRACTOR from the sale
or other disposition of all Petroleum acquired by CONTRACTOR

pursuant to Article VII (2) and Article VII {(b);
Reduced by :
(1) The costs and expenses of CONTRACTOR,;

(i1) The value as determined accarding to Article VII (¢), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
1o EGPC 1n cash or in kind, if any;



VA4 T ple & 5 () b VA sl — dan ST 4

t -

:Ia....ﬁlj

p SRPOIPRN Y- § S P TSN | - § [ PO [ S R I VY ISR U T
{8 Gl e sl U 3 Rl aE WL

s o i T b S L e ) e i YT ) 2N
ISl iasd iS5l e (1) 5 i) (g paas
ORI O I VTS [ ITT RN Pl 9T R 300') LTy SW DYRUSIE PR | P
S gy - (V) (1) sy Al 3ol e J5 V1B 21 G Soanl
‘_’.ﬂb-u\i}"ﬂahMQMIEﬁHM‘JJLﬂ|GUJﬂJ
NS PP | B P P R TV () 5l e LS

Ay el Je i o o 50 WS Y Ly vl AL O4NS
ol i e ¢ aie Gology JyLall el susy sy Al Jomss
ewd_,,f-_;iwi.;.g.umwws_, Jylall e Zdowed] i all
Tyl W3 it wi gy UL oy Lol Lgaiis ol 5l )

. ol

235 St (D dmurnall e M oWl Y1 D5 Gl by 2 gt 3
iy SRR IS CONNY USRI U { - LIEN [ S L E5 1) [ S
oo slEal) il W I Sl e Lagy (827 Onans
e 55l VLNl eis 0,59 ol ey« At iy alt L
ULl o 0y bl BlH Ly Loy dazidl Dy il Uil

oVl ads M SRake 55 I



— fSinkr " N ——

£

Plus:

An amount equal to CONTRACTOR's Egyptian income taxes
grossed up in the manner shown in Annex " D' Article VI,

For purposes of above tax deductions i 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 in the first paragraph of Article
VII (a) (1). All costs and expenses of CONTRACTOR -1n
conducting the operations under this Agreement which are not
controlled by Article VII (a) as above qualified shall be
deductible in accordance with the provisions of the Egyptian

Income Tax Law.

(3) 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 Petroleum produced and saved and not used in
operations under Article VII. All taxes paid by EGPC in the name
and on behalf of CONTRACTOR shall be considered income to

CONTRACTOR.

(4) 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

recelpts.
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(5) As used herein, Egyptian Income Tax shall be inclusive of all income
taxes payable in the AR E. (including tax on tax) such as the tax on
income from movable capital and the tax on profits from commerce
and industry, and inclusive of taxes based on income or profits
including all dividends, withholding with respect to shareholders and
other taxes imposed by the GOVERNMENT of A.R.E. on the
distribution of income or profits by CONTRACTOR.

(6) In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct from its income all royalties paid by EGPC 1o the
GOVERNMENT and CONTRACTOR's Egyptian income taxes paid
by EGPC on CONTRACTOR's behalf. but EGPC shall not credit
directly or indirectly CONTRACTOR's Egyptian income taxes
against EGPC's Egyptian inceme taxes.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six (6) months after the Effective Date. Not later than

the end of the Eighteenth (18) month after the Bifective Date,
CONTRACTOR shall start Exploratory drilling in the Area with a
commitment of acquiring new seismic and drilling One (1) well
during the initial Exploration period. EGPC shall make available for
CONTRACTOR's use all seismic, wells and other exploration data in
EGPC's possession with respect to the Area as EGPC is entitled to s0

do.
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(b) The initial Exploration period shall be Two (2) years,
CONTRACTOR may extend this Exploration pericd for One (1)
extension period of Three (3) years, in accordance with Article 1I(b),
upon at least thirty (30) days prior written notice to EGPC, subject to
its expenditure of its minimum Exploration obligations and of its

fulfillment of the drilling obligations hereunder, for the then current

period.

CONTRACTOR shall spend a minimum of Four million and Five
Hundred Thousand (4,500,000) U.S. Dollars on Exploration
operations and activities related thereto during the initial Two (2)
year Exploration period; provided that CONTRACTOR shall acquire
new seismic and drill One (1) well. For the Three (3) year extension
- period that CONTRACTOR elects to extend beyond the 1nitial
Exploration pe:fiﬂd, CONTRACTOR shall spend a minimum of
Seven million (7,000,600) U.S. Dollars and drill Two (2) wells.

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required to be drilled during the initial Two (2) year Exploration
period, or during the extension 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 during the extension period of the initial Exploration

period, 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 Two (2)
years of the initial Exploration period, having expended less than the
total sum of Four Million and Five Hundred Thousand (4,500,000)
U.S. Dotllars, on Exploration or in the event at the end of the Two (2)
years of the initial Exploration period, CONTRACTOR has
expended less than said sum in the Area, an amount equal to the
difference between the said Four Million and Five Hundred thousand

(4,500,000) U.S. Dollars and the amount actually spent on
Exploration shall be paid by CONTRACTOR to EGPC at the time of
surrendering or within three (3) months from the end of the Two (2)

years of the initial exploration period, as the case may be. Any
expenditure deficiency by CONTRACTOR at the end of the

extension period for the reasons abave noted shall similarly result in

a payment by CONTRACTOR to EGPC of such deficiency.
Provided this Agreement is still in force as to CONTRACTOR,

CONTRACTOR shall be entitled to recover any such payments as
Exploration expenditure in the manner provided for under Article

VII in the event of Commercial Production.

Without prejudice to Article Il (b), in case no Commercial Oil
Discovery is established or no notice of Commercial Gas Discovery
is given by the end of the Fifth (5th) 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 for the Area setting forth the exploration
operations which CONTRACTOR proposes to carry out during the

Ensuing year.
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The Exploration Work Program and Budget shall be reviewed by a
joint committee to be established 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 Committee shall review and give such advice
as 1t deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Commuttee, 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 :

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

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

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aforesaid costs.
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() 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 1s appropriate for the processing of data, specialized
laboratory engineering and development studies thereon, to be
made m specialized centers outside A. R. E., all geological and
geophysical studies as well as any other studies related to the
performance of this Agreement, shall be made inthe A.R. E.

CONTRACTOR shall entrust the management of Exploration
operations in the A. R. E. to its technically competent General
Manager and Depuity General Manager. The names of such
Manager and Deputy General Manager shall, upon appointment,
be forthwith notified to the GOVERNMENT and to EGPC. The
General Manager and, in his abscnce, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient

powers to carry out immediately all lawful written directions
given to them by the GOVERNMENT or its representative

under the terms of this Agreement. All lawful regulations issued
or hereafter to be 1ssued 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 cach calendar quarter, with a Statement of Exploration
Activity, showing costs incurred by CONTRACTOR during such
quarter. CONTRACTOR’s records and necessary supporting
documents shall be available for inspection by EGPC at any time
during regular working hours for three (3) months from the date of
receiving each Statement.

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

considers:
(1) that the record of costs 1s not correct;
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(2) that the costs of goods or services supplied are not in line with
the international market prices for goods or services of similar
quality supplied on similar terms prevailing at the time such

- goods or services were supplied, provided however, that
purchases made and services performed within the A. R. E. shall
be subject to Article XX VI,

(3) that the condition of the materials furnished by CONTRACTOR
does not tally with their prices; or

(4) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connéction with the problem
thus presented, and the parties shall attempt to reach a settlement which

1s mutually satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery Petroleum as
a result of reaching agreement or of an arbitral award shall be promptly
made in cash to EGPC, plus simple interest at LIBOR plus two and half
(2.5%) percent per annum from the date on which the disputed amount (s)
would have been paid to EGPC according to Article VII (a) (2) and
Annpex "D" of this Agreement (i.e., the date of rendition of the relevant
Cost Recovery Statement) to the date of payment. The LIBOR rate
applicable shall be the average of the figure or figures published by the
Financial Times representing the mid-point of the rates (bid and ask)
applicable to one month U. S. Dollars deposits in the London Interbank
Eurocurrency Market on each fifteenth (15th) day of each month
occurring between the date on which the disputed amount (s) would have
been paid to EGPC and the date on which it is settled.

If the LIBOR rate is available on any fifteenth (15th) day but is not

published in the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A. to other
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leading banks in the London Interbank Eurocurrency Market for one
month U, S. Dollar deposits.

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

rates are quoted.

If within the time limit of the three (3) month period provided for in
this paragraph, 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 A, R. E. under this Agreement in freely convertible
currency from abroad. CONTRACTOR shall have the right to
freely purchase Egyptian currency in the amounts necessary for
its operations in the A.R.E. from any bank or entity authorized
by the GOVERNMENT to conduct foreign currency exchanges.

(h} EGPC is authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement
against receiving from CONTRACTOR an equivalent amount of
U.S. Dollars at the official A.R.E. rate of exchange, such Dollars
to be deposited in an EGPC account abroad with a
correspondent bank of the National Bank of Egypt, Cairo.
Withdrawals from said account shall be used for financing
EGPC’s and its Affiliated Companies foreign currency
requirements subject to the approval of the Minister of

Petroleum.
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ARTICLE YV

MANDATORY AND YVOLUNTARY RELINQUISHMENTS

(a) MANDATORY :

-At the end of the Secomd (2nd) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (25%) of the original Area not then converted to a
Development Lease or Leases. Such relinquishment shall be in units of
whole Exploration Blocks or parts of Exploration Blocks not converted
to Development Leases so as to enable the relinquishment requirements

to be precisely fulfilled.

Without prejudice to Articles III and XXIII and the last three
paragraphs of this Article V (a), at the end of the Fitth (Sth) year of the
Exploration period, CONTRACTOR shall relinquish the remainder of

the Area not then converted to a Development Lease or Leases.

It is understood that at the time of any relinquishment the areas to be
converted into Development Leases and which are submitted to the
Minister of Petroleum for his approval, according to Article III (d) shall,

subject to such approval, be deemed converted to Development Leases.

CONTRACTOR shall not be required to relinquish any Exploration

Rlock or Blocks on which a Commercial Oil or Gas Well 15 discovered
before the period of time referred to in Article III (c) given to
CONTRACTOR to determine whether such Well 1s a Commercial

Discovery worthy of development, or to relinquish an Exploration Block

in respect of which a notice of Commercial Gas Discovery has been
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given to EGPC subject to EGPC's right to agree on the existence of z
Commercial Discovery pursuant to Article [II(c), and without prejudice

to the requirements of Article I (e).

In the event at the end of the initial Exploration period or its
extension of the initial exploration period, a well is actually drilling or
testing, CONTRACTOR shall be allowed up to Six (6) months to enable
1t to discover a Commercial Oil or Gas Well or to establish a Commercial
Discovery, as the case may be. However, any such extension of up to Six

(6) months shall reduce the length of the next succeeding Exploration

period, as applicable, by that amount.

(b) VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Arca in whole Exploration Blocks -or parts of
Exploration Blocks provided that at the time of such voluntary
relinquishment its Exploration abligations under Article IV (b) have been

satisfied for such period.

Any relinquishments hereunder shall be credited toward the mandatory

provisions of Article V (a).

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

period,
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ARTICLE V1
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" (hereinafter referred to as "Operating Company')) which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said company shall be a private sector
company. Operating Company shall be subject to the laws and
regulations in force in the A.R.E. to the extent that such laws and

regulations are not inconsistent with the provisions of this

Agreement or the Charter of the Operating Company.

However, Operating 'Cumpany and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws amd

regulations as now or bereafter amended or substituted:

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

companies;

Law No. 159 of 1981, promulgating the law on joint stock companies,

partnership limited by shares companies and limited liability

comparnics

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

organization and companies,
Law No. 203 of 1991, promuigating the law on the public business sector
companies; and

Law No. 38 of 1994, organizing dealings in foreign currencies.
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(b) The Charter of Operating Company is hereto attached as Annex "C".
Within thirty (30) days after the date of Commercial Oil Discovery

or within thirty (30) days after signature of a Gas dales Agreement
or commencement of a scheme to dispose of Gas (unless otherwise
agreed upon by EGPC and CONTRACTOR), the Charter shall take
effect and Operating Company shall automatically come 1nto
existence without any further procedures. The Exploration Advisory
Committee shall be dissolved forthwith upon the coming into

existence of the Operating Company .

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

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

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.
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Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1st) day and fifteenth (15th) day respectively, or the next

following business day, if such day is not a business day.

(e) Operating Company 1s 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 atroad and for transferring
to a local bank in the A.R.E. the required aniount t0 meet the
expenditures in Egyptian Pounds for Operating Company n

connection with its activities under this Agreement.

Within sixty (60) days after the end of zach Financial Year,
Operating Company shall submit to the appropriate exchange control
authortties 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 long during the period of production operations there
exists. an excess capacity in facilittes which cannot during the period
of such excess be used by the Operating Company, EGPC and
CONTRACTOR will consult together to find a mutually agreed
formula whereby EGPC may use the excess capacity if it so desires

without any unreasonable financial or 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 Agreement,
CONTRACTOR shall recover quarterly all costs and expenses in respect
of all the Exploration, Development and related operations under this
Agreement to the extent and out of forty percent (40%) of all Petroleum
produced and saved from all Development Leases within the Area
hereunder and not used in Petroleum operations. Such Petroleum is

hereinafter referred to as "Cost Recovery Petroleum”.

For the purpose of determining the classification of all costs,

cxpenses and expenditures for their recovery, the following terms shall
apply :

1. "Exploration Expenditures" shall mean all costs and expenses for
Exploration and the related portion of indirect expenses and

overheads.

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

and the related portion of indirect expenses and overheads.

3. “Operating Expenses' shall mean all costs, expenses and
expenditures made after initial Commercial production, which

costs, expenses and expenditures are not normally depreciable.
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However, Operating Expenses shuli include workover, repair and

inaintenance of assets but shali not nolude any of the tollowing:

sidetracking, redriiling and changing of the svatus of a weli,

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

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

Exploration Expenditures, Developmeat Expenditures and Operating

Expenses shall be recovered from Cost Recovery Petroleum in the

following manner :

(i) Exploration Expenditures including those accumulated prior to

the commencement of initial commercial production, which for
the purposes of this Agreement shall mean the date on which the
first regular shipment of Crude Qil or the first deliveries of (as
are made, shall be recoverable at the rate of twenty five percent
(25%) per annuim starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which
initial commercial production cummences, whichever 1s the later

date,

(ii) Development Expenditures, including those accumulated prior to

the commencement of initial commercial production which for
the purposes of this Agreement shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas
are made, shall be 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
initial 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 in which

initial commercial production occurs, whichever is the later

date.

(iv) To the extent that, in a Tax Year, costs, €Xpenses or expenditures
recoverable per paragraphs (1), (1) and (iii) preceding, 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 Year(s) until fully recovered, but in no

case after the termination of this Agrecement, as to

CONTRACTOR.

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

carried forward for recovery in the next quarter,

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

the manner determined pursuant to Article VII (e). To the extent that
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the value of all Cost Recovery Petroleum [as determined in Article
VII (¢)], exceeds the actual recoverable costs and expenditures,
including any carry forward under Article VII (a) (1) (iv), to be
recovered in that quarter, then the value of such Excess Cost
Recovery Petroleum shall be split between EGPC and
CONTRACTOR in accordance with the percentage specified in
Article VII (b) I below and EGPC's share shall be paid by
CONTRACTOR to EGPC etther (1) in cash in the manner set forth 1n
Article IV of the Accounting Procedure contained in Annex "D" or

(1) in kind in acccrdance with Article VIJ (a) (3).

(3) Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be enntled to elect by notice 1n writing o

CONTRACTOR to require payment of up to one hundrec percent
(100%) of EGPC’s share of Excess Cost Recovery Petroleum in
kind. Such payment wifl be in Crude Oil {rom the Area F.0.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 il actually taken and
separately disposed of by CON'TRACTOR from the Area during
the previous quarter. If EGPC’s entitlement to receive payment of
its share of Excess Cost Recovery Petroleum in kind 18 limited by
the foregoing provision, the balance of such entiflement shall be
paid in cash.
(b) Production Sharing
(i) The remaining sixty percent (60%) of the Peiroicum shitt be
divided between EGPC and CONTRACTOR according to the
following shares. Such shares shall be taken and disposed of |
pursuant to Article VII (e):
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(i) Crude Oil

Crude Ot produced and saved
under this Agreement and not
used in Petroleum Operations.
Barrels per day (BOFD)

(quarterly average):

That portion or increment up
to 10,000 BOPD

That portion or increment in
excess of 10,000 BOPD
and up to 20,0600 BOPD

That portion or increment in
excess of 20,000 BOPD and
up to 30,000 BOPD

That portion or increment In
excess of 30,060 BOPD and
up to 40,000 BOPD

That portion or increment In
excess of 40,000 BOPD and

up 10 50,000 BOPD

That pﬁrtinn or increment In
excess of 50,000 BOPD.

VA% L le 4 8 () U VA sdadl = D TG0y 4

EGPC
SHARE

0%
{Seventy percent)

72.5%
(Seventy Two and
a Half percent)

5%
(Seventy Five
percent)

77.5%
(Seventy Seven and

Half percent)

830%
(Eighty percent)

82.5%
(Eighty Two and
Half percent)

CONTRACTOR
SHARE

30%
(Thirty percent)

27.5%
(Twenty Seven and a
Half percent)

25%
(Twenty-Five
percent)

22.5%
{(Twenty Two and
Half percent)

20%
(Twenty percent)

17.5%
(Seventeen and Half
percent)
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(if) Gas and LPG EGPC CONTRACTOR
SHARE SHARE
Gas and LPG produced and 72.5% 27.5%
saved under this Agreement (Seventy Two and (Twenty Seven ard
and not used in Petroleum Half percent) Haif percent)
Operalions.

(2) After the end of each contractual year during the term of any Gas
Sales Agreement entered into pursuant to Articie VIi (e), EGPC
and CONTRACTOR (as sellers) shali render to EGPC (as
buyer) a statement for an amount of Gas, if any, equal to the
amount by which the quantity of Gas of which EGPC (as buyer)
has taken delivery falls below seventy-five percent (75%) of the
Contract quantities of Gas as established by the Applicable Gas
Sales Agreement (the "Shortfall"), provided the Gas 1s available.
Within sixty (60) days of receipt of the statement, EGPC (ax
buyer) shali pay EGPC and CONTRACTOR ( as selicss) for the
amount of the "Shortfall”, if any. The Shortfail shall be meluded
in EGPC's and CONTRACUTOR s enttlements (0 Gas pursuant
to Article VII (a) and Arucle VII (b} in the fourth (4th) guarter
of such contractual year,

Quantities of Gas not taken but to be paid for shall be recorded
in a separate " Take-or-Pay account”. Quantities of Gas ("Make
Up Gas') which are delivered in subsequent years 1n excess of
seventy-five percent (75%) of the contract quantities of Gas as
establishied by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the (Take or-Pay
dccount) to the extent thereof and, to that extent, no payment
shall be due in respect of such Gas. Such Make Up Gas shall not
be inciuded in CONTRACTOR s entitlements to Gas pursuant
to Article VII (a) aad Article VI (b). CONTRACTOR shall
have no rights to such Make Up Gas.
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The percentages set fnrth in Article VII (2) and this Article VII
(b} in respect of LPG produced from a plant constructed and
operated by or on behalf of EGPC and CONTRACTOR shall
apply to all LPG available for delivery.

(¢) Valuation of Petroleum
(1) Crude Oil ;

(i) The Cost Recovery Crude Oil to which CONTRACTOR 1s
entitled hereunder shall be valued by EGPC and

CONTRACTOR at "Market Price" for each calendar quarter.

(ii) "Market Price" shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be
used in arriving at the weighted average (s) shall be sales of

comparable quantities on comparable credit terms in freely
convertible currency from F. O. B. point of export sales to
non-affiliated companies at arm's length under all Crude Oil

sales contracts then in effect, but excluding Crude Oil sales

contracts involving barter and:

(1) Sales, whether direct or indirect, through brokers or

otherwise, of EGPC or CONTRACTOR to any Affiliated

Company.



VAR B b & 3 () b VA sl - BT i 4

li— —

sl A Jusoald U Ahams il W e e pkeis (B Slasdh (Y)
[P TP ERCTRICTA P SN § I g FIPTS PIEJUPR ) R SRgs)

Jold dua W it g2 € i tﬁ,,.llm,us;.;immw (Y
et BRE 5w oy ] Dl Mes s el S IS
C Pt SO PR E Y FEPE PR PGB TR R TR S ¢ ol e

S ias oon 3 g )l Bl ) (sl 5] el L
DU a5 S Tl B bt gl i 345 L pelin 5]
-W=V-:-‘J-§J3-r—~‘-“ar-‘5¢ﬂ}-b—ﬁﬁ
il Kol il (o ot o5 e gy 51 NS Sl 0 e 35 134 (8)
L)l he Srazy Sl 0 a3 Sl oy 35 ot oty N
L o) o oo peld Al 10 Gl e 0 Ao i L2y ol sl
3N ey 32 ¥l Uiy« W15 i s o ] a5 )
ity A ) AU iy i RT3 6 G Rl
i AR RUYER P EEHURIEN P SCRTESE e PR
51_,.:31{_,3 iaazie diaty gl (A (ol e ) Lidas (_,f,._m
TWJN o IR LI P | ;L,L,:_..,ic»;_(.l b Alad oy 3 phal Lid i il

i 5 S\l 0 555 Cerms  pl ) ke oy ¥ LD el

A



A\ VAV Ll e V6 () b VA sl - L )l 5y 4

(2) Sales mvolving a quid pro quo other than payment in a
freely convertible currency or motivated in whole or in
part by considerations other than the usual economic

incentives for commercial arm’s length crude oil sales.

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

of loading.

(1v) If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude Qil sales contracts in
effect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrel of Crude Oil to be used for such
quarter, and shall be guided by all relevant and available
evtdence wncluding current prices in fieely convertible currency
of leading crude oils produced by major cil producing countries
(in the Arabian Gulf/at the Mediterranean Area), which are
regularly sold in the open market according to actual sules
contracty terms but excluding paper sales and sales promises

where no crude oil is delivered, to the extent that such sales are



VAAY L pile & 3 (50 el VA sawdl = e S Sl

i e ————

A 8 | W3] il Y (e Ll ) 801 Gy by o2
ol Wity ol of e« azemd i ool W Cu sl L g A
SR E R AN J[ PP UUON W JOSPRT SPORR | FYE UVICE BRRU AR SRR
TP L PO IO [ U] DU SO F1{ L7 PRV [ IOPE C SR PIRIP S PR T
iole Wke Liylaxtl Jolpndl e i Subg WJ_sJ: T 3 28U Iy 8
ol Blasly ¢ o] Lt Je 555 (Al ¢ prmrdly il O
sy 3l 33liall ek o Iy Ly (41) gy T Jadly 2ol
s bl g3 by ety el g e Vaastloda o F LS il
wicis A Slaadl 5l s A ST ey ¢ L (10) s e

o3RI bl Gald e Gpsl) pdlal

1 ¥ paardl st ol et uSas o e BB LS it i,
e P g Gt P ! el G

3ol el e @ Gyl o 3 ol JoUak o gl o b 2ozt 130 (0)

151 L Do b 5l Ll Gl oran S oYl (¥) Do il 3,000
G Rl Gl e p b Ll il o S G Ui
faa> N> i 3y ¢ Rim gy 1 e LUV 00 gt i 1l
S o Wb Y sy S @3 Ll B s ey (V0) 2
sadl aacdl e daly (SKos JI U3 oy o s oy oy gl
s betE il (Sl sl B e sl bl e e

AY




AY V497 T pule & (8 () b VA saadl - Lews J1 30y 4

effected under such terms and conditions (excluding the price)
not significantly different from those under which the Crude Qil
to be valued, was sold, and always taking into consideration
appropriate adjustments for Crude Qil quality, freight advantage
or disadvantage of port of loading and other appropriate
adjustments, as the case may be, for differences in gravity,
sulphur, and other factors generally recognized by sellers and
purchasers, as reflected in crude prices, transportation ninety
(90) days insurance premiums, unusual fees borne by the seller,
and for credit terms in excess of sixty (60) days, and the cost of
loans or guarantees granied for the benefit of the sellers at

prevailing interest rate.

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

oi1l.

(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 Qil

produced under this Agreement for aﬁy guarter within fifteen

(13) days after the end thercof, any party may elect at any time

thereafter to submit to a single arbitrator the question, what
single price per barrel, in the arbitrator’s judgment, best

represents for the pertinent quarter the Market Price for the
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Crude Oil in questioa. The arbitratur shall make his
detormiination s soon us possivle following the yuarter in
question. His determinatiun shaii be (inal and binding upon all
the parties. The arbitrator shall be selected in the manner
described below,

In the event KGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days {rom the daiz any party notifies
thie viher Mt i has dectded {0 submit the determination of the
Maiket Price t¢ an arbiirator, such arbitrator shall be chosen by
the appomting avthority destgiiated in accordance with Asticle
XXV fe), or such other uppointing authority with aceess to such
expertise as may he anieed to between DGPC and
CONTRACTAOR, with reguri 1o the quaiiiicatious ror arbitrators
sel forth berow, upou weitivn wppdicaton of one or both of
EGPC and CONTRACTOR. Copics of such appiication by une
of themn shall be promiptly sent (o the other.

The arbitrator shall be as ncarly as possible s person with an
estzbhished reputation in the intemational petroloum industry as
an expert in pricing and wmarketing crude o1l in international

COILINCICE.

The aroitrator shall riot be a citizen of a country which does not
have diplomatic relations with the A PR, Netho: binds and Aus-
tria. He may not be, at the time of selection, zisployed by, or an
Arbilratsr Or Consuilmt on o SO or el S basts Lo, the
Amcriean Petroleam Tastonse the Orounizat’on of the aivoleun
Exportitig Contries the Organization of Arab Fetroleuin Export-
g Countries, or a consultant on a continuing Lasis to EGPC,
CONTRACTOR or an Affiliated Company of ecither, bnt
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past occasional consultation with such companies, with other
petroleum companies, with governmental, agencies or
organizations shall not be a ground for disqualification. He may
not have been, at any time during the two (2) years before
selection, an employee of any petroleum company or of any

governmental agency or organization.

Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior to

the decision called for, another person shall be chosen in the
same manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
available to him. He will review oil sales contracts as well as
other sales data and information, but shall be free to evaluate the
extent to which any contracts, data or information Is
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furnish him written materials provided the
arbitrator may impose reasonable limitations on this right.

EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such

cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data and
nformation which EGPC and CONTRACTOR or their trading
companies are able to make available and which 1n the judgment
of the arbitrator might aid the arbitrator in making a valid
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
shall remain temporarily in effect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
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continuation of the Market Price of the previous quarter, 1t shail

promptly be raimbursed such loss by the other party plus simple
interest at the LIBOR plus two and half percent (2.5%) per
annum rate provided for in Article IV (f) from the date on which
the disputed amount (s) should have been paid to the date of

payment.
(2) Gas and LPG

(i) The Cost Recovery and Production Shares of Gas subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) entered into pursuant to Article
VII (e) shall be valued, delivered to and purchased by EGPC at a
price determined monthly according to the following formula :

F

PG = 0.85 X X H
4296 X 10°

Where:

PG = the value of the Gas in U.S. Dollars per thousand standard cubic
feet (MCE).

F = a value in U.S, Dollars per metric ton of the crude Oil of Gulf of
Suez blend "FOB Ras Shukheir", A.R.E. calculated by referring to
"Platt’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 low and high values for a Barrel
during such month divided by the number of days in such month for
which such values were quoted. The value per metric ton shall be
calculated on the basis of a conversion factor to be ugreed 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 Gas, 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 shall meet and agree the value of I 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 to a value of F.

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

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

CONTRACTOR):

F

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

Where:

PLPG = LPG price (separately determined for Propanec and Butane) in

U.S. Dollars 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 znd low prices in 115, Bollars per
metric tan quoted in "Platt’s LPGaswire” darog suen month for

Propane and Butane FOB Ex-Ref/Stor, West Mediterrunean,

J = BTU's removed from the Gas Stream by the LPG piant per mieiric ton
of LPG produced.

F = the saine value as F under sub-paragraph (i) above.

In the event that Platt's LPGaswire is issued on certain days
during a month but not on others, the value of PR shall be
calculated using only those issues which are published during
such month. In the event that the vajue of PR cannot be
determined because Plati’s LPGaswire is not published at all
during & month, EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference to other published sources.
In the event that there are no such other published sources or if
the value of PR cannot be determined pursuant to the foregoing
{or any other reason, EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference to the value of LPG

(Propane and Butane) delivered FOB from the Mediferranean

Area.

Such valuation of LPG 1s based upon deii#ery at the delivery
point specified in Article VI {e} (2) (111} .
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(iii) 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
dispased of by EGPC and CONTRACTOR other than to EGPC

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

price.
(d) Forecasts :

Operating Company shall prepare (not less than ninety (90) days
prior to the beginming of each calendar semester following regular
production) and furnish in writing to CONTRACTOR and EGPC a

forecast setting out a total quantity of Petroleum that Operating Company

estimates can be produced, saved and transported hereunder during such

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

Operating Company shall endeavour to produce each calendar
semester the forecast quantity. The Crude Qil shall be run to storage
tanks or offshore loading facilities constructed, maintained and operated
according to GOVERNMENT regulations, by Operating Company in
which said Crude Oil shall be metered or otherwise measured for royalty,
and the other purposes required by this Agreement. Gas shall be handled

by Operating Company in accordance with the provisions of Article

VIl(e) .
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(e) Disposition of Petrolenm

(1) EGPC 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 to which each is entitled
under Article VII (a) and Article VII (b). Subject to payment of
sums due 10 EGPC under Article VI (a) (2) and Article [X,
CONTRACTOR shall have the right to remit and or retain
abroad all funds acquired by it including the proceeds from the
sale of its share of Crude oil and/or Petroleum exported.

Notwithstanding anything to the contrary under this Agreement
priority shall be given to meet the requirements of the A.R.E.
marxet from CONTRACTOR s share under Article VII (b) of
the Crude O1l produced from the Area and EGPC shall have the
preferential right to purchase such Crude Oil at a price 1o be
determined pursuant to Article VII (¢). The amount of Crude Oi}
so purchased shall be a portion of CONTRACTOR’s share
under Article VII (b). Such amount shall be proportional to
CONTRACTOR'’s share of the total production of Crude Oil
from the concession areas in the A.R.E. that are also subject to
EGPC’s preferential right to purchase. The payment for such
purchased amount shall be made by EGPC in U.S. Dollars or in
any other freely convertible currency remittable by

CONTRACTOR abroad.

it is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (43) days prior to the beginning of the Calendar
Semester, of the amount to be purchased during such semester
under this Article VII (e) (1).

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

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

market as determined by EGPC.
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(1) In the event that EGPC is to be the buyer of Gas, the disposition

of Gas to the local market as indicated above shall be by virtue
of long term Gas Szles Agrecments to be entered into between
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer).
The Gas Sales Agreement shall contain a minimum daly
contract quantity {calculated monthly) based on a production
profile quantity consistent with the full production potential of

the reservoir(s) in accordance with international engineering

standards.

EGPC and CONTRACTOR (as sellers) 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

Agrecment

(2) In the event no LPG plant is constructed to process such gas, the

delivery point shall be a1 the flange connecting the lease pipeline
to the nearest point on the National Gas Pipeline Grid System as
depicted in Annex "E", or as otherwise agreed by EGPC and
CONTRACTOR.

(b) In the event an LPG plant is constructed to process such Gas,

such Gas shall, for the purposes of valuation and sales, be
metered at the inlet to such LPG Plant. However,
notwithstanding the fact that the metering shall take place at the
LPG Plant inlet, CONTRACTOR shall through the Operating
Company build a pipeline suitable for transport of the processed
Gas from the LPG Plant outlet to the nearest point on the
National Gas Pipeline Grid System as depicted in Annex "E"
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hereto, or as otherwise agreed by EGPC and CONTRACTOR.
Such pipeline shall be owned in accordance with Article VI (2)
by EGPC, and its cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant to
Article VIL

(iii) EGPC and CONTRACTOR shall consult together to determine
whether to build an LPG plant for recovering LPG trom any Gas
produced hereunder. In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as is appropriate, be
in the vicinity of the point of delivery as determined in Article
VII (e) (2). Delivery of LPG for royalty and other plirposes
required by this Agreement shall be at the outlet of the LPG
plant. The costs of any such LPG plant shall be recoverable in
accordance with the provisions of this Agreement dnless the

Minister of Petroleumt agrees to accelerated recovery.

(iv) EGPC (as buyer) shall have the option to elect, by ninety (90}
days prior written notice to EGPC and CONTRACTOR (as
sellers), whether payment for the Gas which is subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII (¢},
and to which CONTRACTOR is entitled under the Cost
Recovery and Production Sharing Provisions of Article VI, of

this Agreement, shall be made 1) in cash or 2) im kind.
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Payments in cash shali be made by BGPC (as buyer) at intervals
provided for in the relevant Gas Seles Agreement in US,
Dollars, remittable by CONTRACTIR abroad.

Payments in kind shall be calculated by converting the value of
Gas and LPG to which CONTRACTOR is entiiled into
equivalent barrels of Crude Oil to be tagen councurrently by
CONTRACTOR trom the Ared, or to the exient that such Crude
Gil is insufficient, Crude Oil fiom CONTRACTOR s other
CONCESsIor areas or such areas as may be agreed. Such Crude
Qil shall be added to the Crude Oil that CONTRACTOR 13
otherwise entitled 1o 1if: under this Agreement. Such equivalent
barrels shaill be calculated on the basis of the provisions of
Article V11 (¢) relaung to the valuation of Cost Recovery Crude
Otl.
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 Ol
available for conversion as provided for above;

(bb) Payment of the: value of Gas and LPG stall always be made
in kingd as provided for above to the exient that payments
in cash are not made by EGPC.

Payments to CONTRACTOR (whether 1n cash or kind),
when related to CONTRACTOR's Cost Recovery
Petroleum, shall be included in CONTRACTOR's
Statement of Recovery of Cost and of Cost Recovery
Petroleum refeirred 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 1{I, 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 and/or retained abroad by CONTRACTOR.

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

mmvestment 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 cfforts 1o find an export

market for Gas reserves.

(bb) Tn the event, at the end of the five (5) year period referred to
under Article VII (e)(2)(v}, CONTRACTOR and EGPC have
not entered into a Gas Sales Agreement, CONTRACTOR shall
retain its rights to such Gas reserves for a further period of up
to seven {7) years, subject to Article VII (e)(2)(vii1) (cc),
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 ¢xpiry of up to
such further seven (7) year period, surrender the Gas TeServes,
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 Agrecment or
Gas disposal scheme offered to CONTRACTOR, the relevant
technical and economic factors to enable a commercial
contract or scheme are taken inta consideration, including :

- A sufficient delivery rate.

- Delivery pressure to enter the Nutional Gas Pipeline Grid
Systent at a mutually acceptable 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.

(ddj In the event that CONTRACTOR has not entered into a Gas
Sales Agreement pursuant to Article VH (e} {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 Coinmercial Discovery of Gas,
CONTRACTOR and EGPC shall consult with each other on the
disposition of the (Gas reserves in respect ot which such notice
has been given,

(1x) CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commercial Gas Discovery, if
Crude Oil has been discovered in commercial quantitics in the
same Development l.case and vise versa.



VARV L e & B (05 ) b YA el — el JEsa 40 4. A

il

:&’!\.LQIJI (g)

B3 g6 ol dpotidl wdie Ailes i S W) 8 Wd i, Jalid) Laiosd 13
Js\ill Jadzs | 131 L o a3l 08 piazis il W1 Syl S G s ]
S o 3! oae dpmial] dhe ilite s o) Sl i
@Mawrwljﬁ\idpluw?l FUPPL TR i
L S50t 3 5l g ad e G 55 )] il Jy 2
Slbaally LW IS 80 2 ag Y1 (AU 5,50 e 5L S 20301 10
@zjdj'ﬂlylﬁg Lo ooy L gl e LS WS Jys _adl laia
Ll LYs e
=) VIS TGy
b DNy gl W ey b a2, 6 JL L, i) panF
» ke Gl paaddl AhE s OWSU] wiseds W Dgad Okt ol
WL F ey
Jpa'd ! ks
Lpham s LS, J, L ke s (1o IS0 UL 2l et -
i\l 28 el Jalall L, pode DUl G sls ) Lo
s ek W, sy olbeall,

B s s U XS e b s 0



V. 4 VA4 G pola & () b VA il = deen Jl g A

el gy - el el S p———— e e S e S el e S o S e S e el il —

(f) Operations :

If following the reversion to EGPC of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development L.ease, or if, following surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude QOil in the same
Development Lease, operations to explore for or exploit the Petroleum,
the rights to which have reverted or been surrendered (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 and EGPC agree

otherwise.

(g) Tanker Scheduling :

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

of export.

ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall become the owner of all CONTRACTOR acquired

and owned assets which assets were charged to Cost Recovery
by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accordance
with the following :

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

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

automatically and gradually from CONTRACTOR o
EGPC as they become subject to recovery in accordance
with the provisions of Article VI however the full titie 1o
fixed and movable assets shall be transferred automatically
from CONTRACTOR 15 EGPC when its total cost has been
recovered by CONTRACTOR in accordance with the
provisions of Article VI or at the time of termination of
this Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever first occurs.

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

(b) During the term of this Agreement and the renewal period EGPC,

CONTRACTOR and Operating Company are entitled to the full
use and enjoyment of all fixed and movable assets referred to
above in connection with operations hereunder or under any
other Petroleum concession agreement entered into by the
parties. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreement of the other.

(c) CONTRACTOR and Operating Company may freely import into

the A.R.E. use therein and freely export at the end of such use
machinery and equipment which they either rent or lease in
accordance with good industry practices, including 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 Three Hundred Thousand (300,000) U.S. Dollars on the

Effaective Date.

(b) CONTRACTOR shall pay to EGPC the sum of Two Million

(2,000,000) U.S. Dollars as a production Bonus when the total
average daily production from the Area first reaches the rate of
Fifty Thousand (50,000) bamrels per day for a period of thirty
(30} consecutive producing days. Payment will be made within

fifteen (13) days thereafter.

(c) CONTRACTOR shall also pay to EGPC the additional sum of
Three Million (3,000,000) U.S. Dollars as a production Bornos
when the total average daily production from the Area first
reaches the rate of one Hundred Thousand (100,000) barrels per

day for a pertod of thirty (30) consecutive producing days.

Payment will be made within fifteen (15) days thereafter

(d) All the above mentioned Bonuses shall in no event be recovered

by CONTRACTOR.
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(e) In the event that EGPC elects to develop any part of the Area
pursuant to the sole nisk provisions of Article HI{c) (iv),
production from such sole risk Area shall be considered for the
purposes of this Article IX only iIf CONTRACTOR exercises its

option te share in such production, and only from the initial date

of sharing.

(Y Gas shall be taken mnto account for purposes of determining the
total average daily production from the Area under Article IX
(b}-{c) by converting daily Gas delivered into equivalent barrels
of daily Crude O1l production in accordance with the following

formula :

MSCFx H x 0.136 = equivalent barrels of Crude Onl

where
MSCF = one thousand standard cubic {eet of Gas.
H = the number of Million British Thermal Units
(BTU’s) per MSCF .
ARTICLE X

OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A.R.E. at which notices
shall be validly served.
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The General Manager and Deputy General Manager shall be
entrusted by CONTRACTOR with sutficient power to 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 1ssued 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.

All matters and notices shall he deemed to be validly served which

are delivered to the office of the Generali 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 vaiidly served which
are delivered to the office of the Chaitrman of EGPC or which are sent 0

him by registered mail at EGPC’s main office in Cairo.

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, according to
generally accepted methods in use in the oil and gas industry to
prevent loss or waste of petroleum above or under the ground in
any form during drilling, producing, gathering, and distributing
or storage operations. The GOVERNMENT has the right to
prevent any operation on any well that it might reasonably

expect would result in loss or damage to the well or the Oil or
Gas field.
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(by Upon completion of the drilling of a productive well, Operating
Company shall inform the GOVERNMENT or its representative
of the time when the well will be tested and the production rate

ascertained.

(c) Except in mstances where muliiple producing formations m the
same well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple oil
bearing zones through one string of tubing at the same time,
except with the prior approval of the GOVERNMENT or its

representative, which shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent o the GOVERNMENT or 11s
representative on the special forms provided for that purpose
within thirty (30) days after the data are obtained. Daily or
weekly statistics regarding the production from the Area shall be
available at all reasonable times for examination by authorized
representatives of the GOVERNMENT,

(e) Daily drilling records and the graphic logs of wells must show
the quantity 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 water strata

(f) 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 XII
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR and Operating Company shall be

permitted to import and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministerial

Decision No. 254 of 1993 issued by the Minister of Finance, as

now or hereafter amended or substituted) of any nature (except
where an actual service has been rendered to CONTRACTOR

by a competent authority), and from the importation rules with
respect to the importation of machinery, equipment, appliances,
materials, items, means of transport and transportation (the
exemption from taxes and duties for cars shall only apply to cars
to be used in operations), electric appliances, air conditioners for
offices, field housing and facilities, electronic appliances,
computer hardware and software, as well as spare parts required
tor any of the imported i1tems, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for such purpose, which states that the imported items are
required for conducting the operations pursuant to this
Agreement. Such certificate shall be final and binding and shall

automatically result in the importation and the exemption

without any further approval, delay or procedure.

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

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

temporarily engaged in any activity pursuant to the operations
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which are the subject of this Agreement, shall be cleared under
the "Temporary Release System" (without payment of customs
duties), any taxes, levies or fees (including fees nnposed by
Ministerial Decision No. 254 of 1993 issued by the Minisier of
Finance, as now or hereafter amended or substituted; of any
nature {except where an actual service has been rendered to
CONTRACTOR by a competent authority), upon presentation
of a duly approved certificate issued by an EGPC responsible
representative nominated by EGPC for such purpose which
states, that the imported items are required for conducting the
operations pursuant to this Agreement. Items{excluding cars
not to be used in operations) set out in Article XII (2) imported
by EGPC's, CONTRACTOR's and Operating Company's
contractors and sub-contractors for the aforesaid operations, in
order to be installed or used permanently or consumed, shall
meet the conditions for exemption set forth in Acticle XII (a)
after being duly certified by an EGPC responsible representative

to be used for conducting operations pursuant to this Agreement.

The expatriate employees of CONTRACTOR, Operating

_Company and their contractors and sub-contractors shall not be

entitled to any exemptions from customs duties and oiher
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations applicable in the A.R.E.

However, personal houschold goods and furniture (including’
one (1) car) for each expatriate employee of CONTRACTOR
and/or Operating company shall be cleared under the

"Temporary Release System" (without payment of any customs
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duties and other ancillary taxes) upon presentation of a letter to
the appropriate customs authorities by CONTRACTOR or
Operating Company approved by an EGPC responsible
representative that the imported items are imported for the sole
use of the expatriate employee and his family, and that such
imported items shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expatriate employee.

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

from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any time
after obtaining EGPC’s approval, which approval shall not be
unreasonably withheld, without any export duties, taxes or
charges or any taxes or charges from which such items have
been already exempt, being applicable. Such items may be sold
within the A.R.E. after obtaining the approval of EGPC which
opproval shall not be unreasonably withheld, In this event the
purchaser of such items shall pay all applicable customs duties
and other ancillary taxes and charges according to the condition
and value of such items and the tariff applicable on the date of
sale, unless such items have already been sold to an Affiliated
Company of CONTRACTOR, if any, or EGPC, having the same
exemption, or unless title to such items (excluding cars not used
in operations) has passed to EGPC. In the event of any such sale
under this paragraph (d), the proceeds from such sale shall be
divided in the following manncr .

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

shall be paid to EGPC.
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(e) The exemption provided for in Article XII (&) shall not apply to
any imported items when items of the same or substantially the
same kind and quality are manufactured locally, meeting
CONTRACTOR's and/or Operating Company's specifications
for quality and safety and are available for timnely purchase and
delivery in the A R.E. at a4 price not higher than ten percent
(10%) of the cost of the imported 1tem, before customs duties

but after freight and insurance costs , if any, have been added.

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

Petroleum hereunder.

ARTICLE XITI
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the A R.E. books of
accounts, in accordance with the Accounting Procedure in
Annex '"D" and accepted accounting practices generally used mn
the petroleum industry, and such other books and records as may
be necessary to show the work performed under this Agreement,
including the amount and value of all Petroleum produced and
saved hereunder. CONTRACTOR and Operating Company

shall keep their books of account and accounting records In

United States Dotlars.
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Operating Company shall furnish to the GOVERNMENT or
its representative monthly returns showing the amount of
Petrojeum produced and saved hereunder. Such retums shall be
prepared 1n 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 in the retum,

(b} The aforesatd books of zccount and other books and records

(<)

referred to above shal!l be available at all reaspnable times for
inspection by duly authorized representatives of the

GOVEBRNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss
statement of its Tax Year not later than four (4) months afler the
commencemnient of the foillowing Tax Year to show iis net profit

or 10ss from the Petroleum opezrations 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, maintain accurate and
current records of its operations in the Area, CONTRACTOR
and/or Operating Company shall furnish the GOVERNMENT or
its representative, in confonmity with applicable regulations or
as the GOVERNMENT or its representative may reasonably
require information and data concerning its operations under this
Agreement. Operating Company will perform the functions
indicated 1 this Article XIV in accordance with its role as

specified in Articie VI

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

for a reasonable period of fime a representative portion of each
sample of cores and cuttings taken from dritling wells, to be
disposed of, or forwarded 1o the GOVERNMENT or its
representa:cive in the manner directed by the GOVERNMENT.,
All samples acquired by CONTRACTOR and/or Operating

Company for their own purposes shall be considered available
for inspection at any reasonable time by the GOVERNMENT or

1Ls representatives.

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

rock samples outstde A.R.E., samples equivalent in size and
quality shall, betore 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 permission of

EGPC; provided, however, that magnetic tapes and any other
data which must be processed or anaiyzed outside the A.R.E.
may be exported i a monitor or a comparabie recerd, if
avaiiable, 13 maintained in the A.R.E. and provided that such
exports shall be repatriated to A.R.E. promptly fcllowing such

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

(¢} During the period CONTRACTOR is cenducting the Exploration

operations, EGPC’s duly authorized representatives or
ernployees shall have the right to ful! and complete access to the
Arca at all reasonable times with the right to observe the
operations being conducted and to mspect all assets, records and
data kept by CONTRACTOR.

EGPC's repersentative, in exercising its rights under the
preceding sentence of this paragaraph (e), shall not interfere
with CONTRACTOR's opertions. CONTRACTOR shali
orovide EGPC with copies of any and all data (including. tut not
limiied to, geological and geophysical reports, logs and well
surveys) information and interpretation of such data, and other
information in CONTRACTOR's possession. CONTRACTOR
shall not be required to fumish or disclose data or information
which are proprictary to CONTRACTOR and protected by a
secret, 2 patent, a licence, or subject to an obligation of
confidentiality to a third party unless otherwise agreed by
EGPC.
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For the purpose of obtairing new offers, the GOVERNMENT
and/or EGPC may, after the fifth yzar {(3'h) of the Exploration
period or the date of termination ot this Agreentent, whichever
is the earlier, show any other party uninterpreted basic
geophysical and geological data (such data to be not less than
one (1) year old unless CONTRACTOR agrees {0 a shorter
period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT
and/or EGPC may at any ime show another party such data
directly obtained over or acquired from those paris of the Area
which CONTRACTOR has relinquished as long as such data is

at least one (1) year old.
ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shali eniirely and solely be responsible in law
toward third pariies for any damage caused by CONTRACTOR's

Exploration operations and shall indewmnity the GOVERNMENT and/or

EGPC against all damages for which they may be held liable on account

of any such operations.

ARTICLE XVi

PRIVILEGES OF GOVERNMIENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have

access to the Area covered by this Agreement and to the operations

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

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAR REPUBLIC OF EGYPT PERSONNEL,

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

(1} The expatriate administrative, professional and technicai
personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the
conduct of the operations hereunder, shall be granted a
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residence as provided for in Law No. 89 of 1960 as
amended and Ministerial Order No. 280 of 1981 as
amended and CONTRACTOR agrees that all immigration,
passport, visa and employment regulations of the A.R.E.,
shall be applicable to all alien employees of
CONTRACTOR working in the A.R.E.

(2) A minimum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian Currency.

(b) CONTRACTOR and Operating Company shall each select 1ts

employees and determine the number thereof, to be used tfor
operations hereunder.

(c) CONTRACTOR shall, after consultation with EGPC, prepare

(d)

and carry out specialized training programs for all its A R.E.
employees engaged in operations hereunder with respect to
applicable aspects of the petroleum tndustry. CONTRACTOR
and Operating Company undertake to replace gradually thelr
non-executive expatriate staff by qualified nationals as they are

available.

During the period when CONTRACTOR 1s conducting
Exploration, CONTRACTOR shall give mutually agreed
numbers of EGPC employees an opportunity to attend and
participate in CONTRACTOR’s and CONTRACTOR s
Affiliated Companies training programs relating to Exploration
and Development operations. In the event that the total cost of
such programs is less than fifty thousand United States Dallars
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(U.S. $ 50,000) in any Financial Year during such period,
CONTRACTOR shall pay EGPC the amount of the shortfail
within thirty (30) days following the end of such Financial Year.
However, EGPC shall have the right that said amount (U.S. $
50,000) allocated for training,be paid directly to EGPC for such

purpose.
ARTICLE XVIII

LAWS AND REGULATIONS

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

No. 66 of 1953 (excluding Article 37 thereof ) as amended by
Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the safe
and efficient performance of operations carried out for the
execution of this Agreement and for the conservation of the
petroleum resources of the A.R.E. provided that no regulations,
moditication or interpretation thereof, shall bé contrary to or

inconsistent with the provisions of this Agreement.

(D) Except as provided in Article 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 transporting

of Petroleum and LPG as well 25 any and all withholding taxes.
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that might otherwise be imposed on dividends, interest, technical
service fees, patent and trademark royalfies, and similar items.
CONTRACTOR shall also be exempted from any tax on the
liquidation of CONTRACTOR, or distributions of any income
to the shareholders of CONTRACTOR, and from any tax on

capital,

(c) The rights and obligations of EGPC and CONTRACTOR under,

and for the effective term of this Agreement, shall be governed
by and m accordance with the provisions of this Agreement and

can only be altered or amended by the written mutual agreement

of the said contracting partics.

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

Operating Company shall be subject to the provisions of this
Agreement which affect thern. Insofar as all regulations which

are duly 1ssued by the GOVERNMENT apply from time to time
and are not in accord with the provisions of this Agreement,
such regulations shall not apply to CONTRACTOR, Operating
Company and their respective contractors and sub-contractors,
as the case may be.

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

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

regulations granted to EGPC, CONTRACTOQOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently
in effect or hereafter amended or substituted.
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ARTICLE XIX
3TABILIZATION

i case of changes in existing legislation or regulations applicable to
the conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic interest of this Agreement 1o the detriment of
CONTRACTOR or which imposes cn CONTRACTOR an obligation to
remit to the A.R.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
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 Parties shall use their best efforts to agree on amendments to
this Agreernent within ninety (99) days from aforesaid notice.
These amendments to this Agresment shall not in any event diminish

or increase the rights and cobligations of CONTRACTOR as these were

agreed on the Effective Date.
Failing agreement between the Pariies during the period referred to
above in this Article XIX, the dispute may be submitted to arbitration, as

provided in Article XXTV,
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ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or ijmminent
expectation of war or intermal causes, the GOVERNMENT may

requisition ali or part of the production from the Area obtained
hereunder and require Operating Company to increase such

production to the wutmost possible maximum. The
GOVERNMENT may also requisition the Qil or Gas field itself

and, if necessary, related facilitics.

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

their views with respect to such requisition.

(c) The requisition of production shall be effected by Minisierial
Order. Any requisition of an O1l or Gas field, or any related
facilities, shall be eftected by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and
CONTRACTOR for the period during which the requisition is

maintained, including:
(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such

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

ARTICLE XXI
ASSIGNMENT

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

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

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

made,

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

formally executed.

(c) Noiwithstanding the provisions of Article XXI(a),
CONTRACTOR may assign all or any of its rights, privileges,
auties or obligations under 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 other such conveyance made
pursuant to the provisions of this Article XXI shall be free of
any transfer, capital gains taxes or related taxes, charges or fees

including without limitation, all income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other taxes or simiiar payments.

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

jointly and severally liable for all duties and obligations of

CONTRACTOR under this Agreement.
ARTICLE XXl

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

Agreement by Order or Presidential Decrec, with respect to

CONTRACTOR in the following instances :

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

for the execution of this Agreement,

2. If it assigns any interest hercunder contrary to the Provisions
of Article XXI.

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

result of a court proceedings conducted under Article
XX1V (a);
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5. If it intentionally extracts any mineral other than Petroleum
not authorized by this Agreement or without the authority of
the GOVERNMENT, except such extracuons as may be
unavoidable as the result of the operatrons conducied
hereunder in accordance with accepted petroleum industry
practice and which shall be notified to the GOVERNSIENT

or its representative as soon as possible, and

6, If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1933 , as amended by [.aw No.
86 of 1956, which are not contradicted by the provisions of
this Agreement.

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT
against CONTRACTOR in accordance with the provisions
of this Agreement, and, in the event of such cancellaiion,
CONTRACTOR shall have the right to remove from the
Area all its personal property.

(b) If the GOVERNMENT deems that one of the aforesaid causes
( other than a force majeure cause referred to in Article XXIH)
exists to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally
served on CONTRACTOR’s General Manager in the legally
official manner and receipt of which is acknowledged by him
or by his legal agents, to remedy and remove such cause; but if
for any reason such service is impossible due to unnotified
change of address, publication in the Official Journal of the

GOVERNMENT of such notice shall be considered as validy
service upon CONTRACTOR. If at the end of the said ninety

(90) day notice period such cause has not been remedied and
removed, this Agreement may be cancelled forthwith by Order
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or Presidential Decree as aforesaid; provided however, that 1f
such cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, canceilation of
this Agreement shall be effective only against that party and not
as against the other party hereto.

ARTICLE XXIII

FORCE MAJEURE

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

(b)

CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and to the extent that, such non-
performance or delay is caused by force majeure. The period
of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage
done during such 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 attected.

"Force Majeure”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT, or the
GOVERNMENT of Netherland, or the Government of Austria
with respect to CONTRACTOR whether promulgated in the

form of a law or otherwise, or any act of God, insurrection, riot,

war, strike, and other labor disturbance, fires, floods or any
cause not due to the fault or negligence of EGPC and
CONTRACTOR or either of them, whether or not similar to the
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foregoing, provided that any such cause is beyond the
reasonable contro} of EGPC and CONTRACTOR, or either of

them.

(c} Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall i1ncur no
responsibility whatsoever to 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, regulations or direction of the

GOVERNMENT of the ARAB REPUBLIC OF EGYPT .

(d) If the force majeure event occurs during the initial Exploration
period or any extension thereof and continues in effect for a
period of six (6) months CONTRACTOR shall have the option

upcﬁn ninety (90) days prior written notice to EGPC 1o terminate

its obligations hereunder without further liability of any kind.
ARTICLE XXIV

DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and CONTRACTOR shail be referred to
the jurisdiction of the appropriate A. R. E. Courts and shall be

finally settled by such Courts.
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(b) Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof, between
EGPC and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration ( the Center ) in effect on
the date of this Agreement. The award of the arbitraiors shall be final
and binding on the part‘ir::s.

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

(d) Each party shall appoint one arbitrator. If, within thirty (30) days

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

Center to appoint the second arbitrator.

(e) The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. It within
thirty (30) days after the appointment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of a nationality
other than the AR.E., Netherlands or Anstira and of a country which
has diptomatic relations with A.R.E., Netharlands and Astria and
who shall have no economic interest in the oil and gas business of

the signatories hereto.
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(f) Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the award, shall take place in
Caire, A.R.E.

(2) Egyptian Law shall apply to the dispute except that in the event of
any contlict between Egyptian Laws and this Agreement the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducted in the English
Language.

(h) The decision 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 rmade in such
court for a judicial acceptance of the award and for enforcement, as
the case may be.

(i) EGPC and CONTRACTOR agrec that if, for whatever reason,
arbitration tn accardance with the above procedure cannot take
place, or is likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to
fair arbitration, all disputes, controyersies or claims arising out of or
relating to this Agreement or the breach, termination or invalidity
thercof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities in respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed as constituting an assQclatton or corporation or
partnership. With respect to this agreement, and for purpose of U.S.
tax laws, each Party that may be subject to U.S. tax laws elects to be
excluded from the application of the partnership provisions of the
1.S. tax laws (U.S, internal Revenue Code).
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(b) Each CONTRACTOR MEMBER shall be subject to the faws of the

place where it is incorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.

CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable in the A.R.E. and shall not be oftered for

public subscription nor shall they be subject to the stamp tax on

capital shares nor any tax or duty in the A. R. E. CONTRACTOR
shall be exempted from the application of Law No. 159 of 1981 as

amended.

(¢) All CONTRACTOR MEMBERS shall be jointly and severally liable
for the performance of the obligations of CONTRACTOR under this

Ageement,

ARTICLE XXVl
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 1is
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%).
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(b) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time
of delivery are comparable to intemmationally  available
material, equipment, machinery and consumables. However, such
material, equipment, machinery and consumables may be
imported for operations conducted hereunder it the local price of
such items at CONTRACTOR's or Operating Company's operating
base in A. R. E. is more than ten percent (10%) higher than the
price of such imported items before customs duties, but after

transportation and insurance costs have been added.
ARTICLE XXVII
ARABIC TEXT

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

ARTICLE XXVill
SHARING OF PERSONNEL

(a) The parties hereto agree that the Badr Petroleum Company
("Bapetco™) is hereby designated, subject to Bapetco Shareholders
approval and for as long as they agree, to act as sub-contractor of
CONTRACTOR or the Operating Company under this Agreement (o
carry out development and exploration operations , and other

activities assigned to Bapetco, required by and in accordanc with the
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provisions of this Agreement, Any such operations performed by
Bapetco and expenditures required therefor shall be recoverable
ander this Concession Agreement. Ovethead and other charges and
payroll of personnel engaged in activity of more than one concession
agreement shall be allocated on the basis of periodic titne studies or

upon such other basis or bases as EGPC and the concemed party or
parties may agree.

Bapetco shall be entitled to the exernptions referred to in Article X11
(a) and Article X VI (b) hereof m respect of its operations on behalf
of CONTRACTOR or the Qperating Company under this
Concession Agreement.

(b) EGPC and CONTRACTOR shall use their best cfforts 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 Bapetco, being understood that CONTRACTOR
MEMBERS under this Agreement shall be represented on the Board
of Directars 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.

Nothing in this Agreement shall be constructed as constituting any
relationship to any petroleum concession agreement heretofore entered
into by the parties and each of these agreements shall be treated
separately and independently in alj respects, including but not hmited to
royalties, taxes and the computation of the net profits of EGPC, SHELL

EGYPT, SHELL AUSTRIA respectively, except where this Agreement
expressly provides to the contrary.
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ARTICLE XXX
APPROVAL OF THE A.R.E. GOVERNMENT

This  Agreement shall not be binding upon any of the parties
hereto unless and unti} a law 1s issued by rhe compeient authorities of the
A.R.E. authorizing the Minister of Petroleum to sign said Agreement and
giving this Agreement full force and effect of law, notwithstanding
any countervailing governmental enactment, and the Agreement 1s signed
by the GOVERNMENT, EGPC, and CONTRACTOR.

SHELL EGYPT N.V,

EGYPTIAN GENERAIL PETROLFEUM CORVORATION

-
By —— iy dmm B oy b A g o o ' o P S B A g wcomer mkh g g o mw o mw w  chh ule e o ey ek  mm w wf g W — e aw—am E ay  ———
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
SHELL EGYPT N.V.
AND
SHELL AUSTRIA AKTIENGESELLSCHAFT
IN
SOUTH DELTA AREA
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is an illustrative map at an approximate scale of
1:1,250,000 showing the Area covered and affected by this Agreement.

The Area measures approximately 11,600 (Eleven Thousand and Six

Hundred) square kilometers of surface Area.

It is to be noted that the delineation lines of the Arca in Annex "B"
are intended to be only illustrative and provisional and may not show

accurately their true position in relation to existing monuments and

geographicat features.
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Coordimates of the corner points of the Area are given in the

following table which forms an integral part of Annex "A'..

BOUNDARY COORDINATES

SOUTH DELTA AREA

OF

POINT LATITUDE LONGITUDE
No. NORTH EAST
I, The intersection of the Western Bank of Damietta Branch
of the River Nile with Lat. 30° 54' 00"
2. The intersection rjf the Western Bank of the River Nile
with Lat. 29° 48 (0"
3. 29°  43' 00" N it 06" 00" E
4. 29° 54" Q0" N 31 06" Q0" E
5. 299 54 00" N 31 00" 00" E
0. 30° 00" 00" N 31 00" 00" E
7 30° 00" Q0" N 29° 54 00" E
8. 30° 18" 00" N 299 54" 00" E
9, 30° 18 00" N 30 00 Q0" E
10. 30° 36' 00" N 30° 00" 00" E
i1, 30" 36" Q0% N 30° 12 Q00" E
12. 30 54 00" N 30 12 00" E
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ANNEX "C"
CHARTER OF OPERATING COMPANY
ARTICLE |

A jomt stock company having the nationality of the ARAB

REPUBLIC OF EGYPT shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter.

The 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
tnconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICT. L IT

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

Petroleum.

ARTICLY 11
The Head Office of Operating Company shall be in the A. R. E. in

Cairo.
ARTICLE IV

The object of Operating Company is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct the
Development Operations required in accordance with the provisions of
the 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 SOUTH DELTA Area described therein.
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Operating Company shall be the agency to carmry out and conduct
Exploration Operations after the date of Commercial Discovery, pursuant

to Work Programs and Budgets approved in accordance with the

Agreement.

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

Annex "D" thereto.

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

ARTICLE VY

The authorized capital of Operating Company is twenty thousand
(20,000) 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.

EGPC 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 Company provided that only in the event that either
party should transfer or assign the whole or any percentage of 1ts
ownership interest in the entirety of the Agreement, may such
transferring or assigning party transfer or assign any of the capital stock
of Operating Company and, in that event such transferring or assigning
party ( and its successors and assignees) must transfer and assign a stock
interest in Operating Company equal to the transferred or assigned whole

or percentage of its ownership interest in the entirety of the said

Agreement,
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ARTICLE VI

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

source whatsoever.,
ARTICLE Vi1

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated herein that Operating
Company shall decide, take action or make a proposal and the like, 1t 15
understood that such decision, or judgement i1s the result of the decision
or judgement 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 Chairman shall be designated
by EGPC and shall also be a Managing Director. CONTRACTOR shall

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

Meetings of the Board of Directors shall be valid if a majority of the

Directors are present and any decision taken at such meetings must have
the affirmative vote of five (5) or more of the Directors; provided,
however, that any Director may be represented and vote by proxy held by

another Director.

ARTICLE X

General meetings of the Shareholders shall be valid if a majonty of

the capital stock of Operating Company is represented thereat. Any
decision taken at such meetings must have the affirmative vote of

Sharcholders 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 employment of the personnel of Operating
Company employed directly by Operating Company and not assigned
thereto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by

a General Meeting of the Shareholders, in accordance with the provisions

of Article X hereof,
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ARTICLE XII

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

to 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

thie duration of the satd Agreement including any renewal thereof.

The Operating Company shall be wound up if the Agreement

referred to above is terminated for any reason as provided for therein.

SHELL EGYPT N.V.

[ AL oo e e oo e et ——————————— -

SHELL AUSTRIA AKTIENGESELLSCHAFT
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ANNEX "D"
ACCOUNTING PROCEDURE
ARTICLE
GENERAL PROVISIONS
(a) Definitions :

The definttions contained in Article I of the Agreement shall apply to

this Accounting Procedure and have the same meanings.

(b) Statements of Activity :

1. CONTRACTOR shall, pursuant to Article IV of this Agreement,
and until the coming into existence of the Operating Company - in
accordance with Article VI of the Agreement - render 1o EGPC
within thirty (30) days of the end of each calendar quzirter a
Statement of Fxploration activity reflecting all charges and credits

related to the Exploration operations for that quarter summarized

by appropriate classifications indicative of the nature thereof.

2. Following its ¢oming into existence, Operating Company shall
render to EGPC and CONTRACTOR within fifteen (15) days of
the end of each calendar quarter a Statement of Development and
Exploration activity reflecting all charges and credits related to
the Development and Exploration operations for that guarter
summarized by appropriate classifications indicative of the nature
thereof except that items of controllable matertal and unusual

charges and credits shall be detailed.
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(c) Adjustments and Audits :

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

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

(d) Currency Exchange:

CONTRACTOR’S. books for Exploration and Operating Company'’s
books for Development and Exploration, if any, shall be kept in the
A.R.E. in U.S. Dollars. All U.S. Dollar expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
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shall be converted to U.S. Dollars at the applicable rate of exchange
1ssued by the Central Bank of Egypt on the first day of the month in
which expenditures are recorded and all other non-U.S. Dollar
expenditures shall be translated to U.S. Dollars at the buying rate of
exchange for such currency as quoted by National Westminster Bank
Limited, London at 10.30 a.m. G.M.T., on the first day of the month
in which expenditures are recorded. A record shall be kept of the
exchange rates used in transiating Egyptian Pounds or other

non-U.S. Dollar expenditures to U.S. Dollars.
(e) Precedence of Documeints:

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

Agreement shall prevail.
() Revision of Accounting Procedure:

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

the light of future arrangements.

(g) No Charge for Interest on Investment:

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

recoverable costs under the Agreement.



VAR K pule & 3 () pols VA saaf = Dan JIoa k] AAY

(Al 5 1)
VPV PRI FRW-LR TR R L
R Y VO Jovy pdes eam s Syl Jumsy ¢ LUV o g Tlet o e
NSNS | PV PRI S IR PURET § PRSI GET IV TIPS | U S 1] A g | B

Lt el by dabdt aond T oD Wb 1391 e 45555 woas DUl
iYL i e da Ll BsUE oSN By 3 medy Jolas s dale ddea

: ! g (1)
o A bl Gyl e oS o s ) Al e 2 5 AU S —r
Caalal el )\ sl e J i |
UH ablzal ! ..‘n._gls.‘mg & L] | (l-_l)
¥ e el Rasl) 35201 1 UL aditaas oyl e (V)
Sl AT als 3 W AW Ca pe Lalasd ] iV 43,800 o dany o)
i B3 0 pdondy pldl o3 Y il s e ) o) Re 3l pr s
Tmlon niSn e AT Ay g Y 0ds daiady . (gt O ey g i 85N
 dezaw dale
NI | PO PTG | JU7E TR TS SNV { FU PR | Y-
e e Kbl ool oM Sl kst 3 ol easl [ Laey!
Sl Aol () st ldly (L) sl Bl s o 2,

W P B L QU PN b NS R P S W T,



ey VAT L ple & G (5) b VA sid] - e Il 5y 2

ARTICLE I

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall
alone bear and, directly or through Operating Company, pay the
following costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally

accepted accounting principles and treated and recovered in accordance
with Article VII of the Agreement:;

(a) Surface Rights :

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

(b) Labour and Related Costs :

(1). Salarics and Wages of CONTRACTOR'’s or Operating
Company’s employees, as the case may be, directly cngagcd in
the various activities under the Agreement including salaries and
wages pald to geologists and other employees who are
temporarily assigned to and employed in such activities. Such
salaries and wages to be certified by a certified public

accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR’s

policies and amendments of Laws applicable to salaries. For the
purpose of this Article II.(b) and of Article 1I (c), salaries and
wages shall mean the assessable amounts for A.R.E. 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 nﬁgin 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 country 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 Forty five percent (45%) of salaries and wages paid for
such expatnate personnel whose families are transferred to

the A.R.E. and Thirty two percent (32%) for those whose
families have not been transferred to A.R.E. including those
paid during vacations and sick leaves as established in
CONTRACTOR's international policies, chargeable under
Article 11 (b) (1), Article II (i), Article II (k) (1) and Article 11

(k) (3).

However, salaries and wages during vacations, sick leaves

and disability are covered by the foregoing percentage.
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The percentage outlined above shall be deemed to reflect
CONTRACTOR s actual costs as of the Effective Date with

regard to the following benefits, allowances and costs:-
|. Housing and Utilities Allowance
2. Comunodities and Services Allowance.
3. Special Rental Allowance.
4, Vacation Transporiation Allowance.
5. Vacation Travel Expense Allowance.
6. Vacation Excess Baggage Allowance.
7. BEducation Allowances (Children of Expatriate Employees).

8. Hypothetical 11.8.A. Tax Offset {(which results in a reduction of
the chargeable percentage).

9. Storage of Personal Effecis,

10. Housing Refurbishment Expense.
11. Property Management Service Fees.
12. Racrgatinn Allowance.

13. Retirement Plan.

14. Group Life Insurance.

15. Group Medical Insurance.

16. Sickness and Disabtlity.

17. Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).
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18. Savings Plan.

19. Educational Assistance.

20. Military Service Allowance.

21, FLCA.

22. Workman’s Compensation.

23. Federal and State Unenmployment Insurance.
24. Personnel Transfer Expense.

25. National Insurance.

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

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

used under this paragraph.

Revisions of the percentages will take into consideration variances In
costs and changes in CONTRACTOR's international policies which

change or exclude any of the above allowances and benefits.

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

benefits and of personnel transfers.

(3) For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR’s international policies. Such costs shall not
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mmclude any administrative overhead other than what is mentioned
n Article II (k) (2).

(4} Costs of expenditure or contributions miade pursuant to law or
assessment imposed by govemmental authority which are
applicable to labour cost of salaries and wages as provided under
Article I (b) (1), Article IT (b)(2), Article II (i}, Article II (k) (1)
and Article IT (k) (3),

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

Bonuses, overtime, customary allowances and benefits on a

basis similar to that prevailing for oil companies cperating in the
A.R.E., all as chargeable under Article 11 (b) (1), Article II (i),
Article 1T (k) (1) and Arncle t (k) (3). Severance pay will be charged

at a fixed rate applied 1o payrolls which will equal an amount
equivalent to the maximum liability for severance payment as

required under the A.R.E. Labor Law.

(d) Materiat

Matenal, equipment and supplies purchased or furmshed as such by
CONTRACTOR or Operating Company.
{1) Purchases:

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

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

Matenal requircd for cperations shall be puichased directly
whenever practicable, except tiat CONTRACTOR may furnish such
matertal from CONTRACTOR’s or CONTRACTOR's Affiliated
Compantes stocks outside the A.R.E. under the followiny conditions:

1. New Material (Condition "A'")

New Material transferred from CONTRACTOR's or CON-
TRACTOR's Affitiatcd Companics warehouse or other proper-
ties shall be priced at cost, provided that the cost of material
supplied 1s not higher than international prices for material of
similar quality supplied o similar terms, prevailing at the time

such material was supplied.
2. Used Matenial ( Conditions "'B' and "C'™

a) Matenal which 1s 10 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 materal.

b) Matenal 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 fiftv percent (80%) of the price of new
material.

c) Material which cannot be classified as Condition '"B" or
Condition "C" shall be priced at a value commensurate with

1ts use.

d) Tanks, buildings and other equipment irwulviﬁg erection
costs shall be charged at applicable percentage of knocked-
down new price.
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(3) Warranty of Materials Furnished by CONTRACTOR:
CONTRACTOR does not warrant the material furnished beyond or

back of the dealer’s or manufacturer’s guaranty, and in case of defective
material, ¢credit shall not be recorded until adjustinent has been recetved

by CONTRACTOR from manutacturers or themr agents.
(¢) Traunsportation and Employee Relocation Costs :

(1) Transportation of equipment, materials and supplies necessary
[or the conduct of CONTRACTOR's or Operating Company’s
activities.

(2) Business travel and transportation expenses to the extent covered
by established policics of CONTRACTOR or with regard to
expatriate and naticnal employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR's or
Operating Company’s business.

(3) Employees transportation and relocation costs for national

employees 1o the extent covered by established policies.

() Services

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

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

magnetic tapes and/or other analyses, shali be performed and
charged by EGPC and/or CONTRACTOR or their Affiliated
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Companies at an agreed contracted price. Major projects
involving engineering and design services shaill be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies al

a negotiated contract amount.

(3) Use of EGPC’s, CONTRACUTOR s ov their Affilated Coinpanies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not

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

(4) CONTRACTOR'’s and CONTR ACTOR's Affiliated Companies’

rates shall not include any administrative or overhead costs other

than what is mentioned in Article IT (k) (2).
(g) Damages and Losses :

All costs or expenses, necessary to replace or repalr damages or
losses incurred by fire, floud, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Comparty
through the excrcise of reasonable diligence. CONTRACTOR or
Operating Company shail furnish EGPC and CONTRACTOR
written notice of damages or losses incurred In exXcess of ten
thousand ($10,000) UL.S. Dollars per occurrence, as soon as
practicable after report of the same has been received by
CONTRACTOR or Operating Company.

(h) Insurance and Claims :

The cost of any public liability, property damage and other msurance
against liabilities of CONTRACTOR, Operating Company and/or
the parties or any of them to their employees and/or outsiders as may

be required by the ‘laws, rules and regulations of the
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GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim collected, less the actual cost of making

a claim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
sood international oil field practices, ali related actual expenditures
incurred and paid by CONTRACTOR or Operating Company 1n
settiement of any and all losses, claims, damages, judgments and any

other expenses, including legal services,
(i) Indirect Expenses :

Camp overhead and facilities such as shore base, warchouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistanis and other general employees

indirectly serving the Area,
(j) Legal Expenses :

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney’s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or ¢laim prosecuted or urgtd'against
the operations or the subject matter of the Agreement. In the event

actions or claims affecting the interests hereunder shall be bandled
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by the legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing such services

may be made 1o operations.
(k) Administrative Overhead and General Expenses ;

(1) While CONTRACTOR 13 conducting Exploration Operations,
the cost ot stafting and maintaining CONTRACTOR's head
office in the A.R.E. and/or vther offices established in the
A.R.E. as approprniate, other than field offices which will be
charged as provided 1n Article Il (1) and excepting salaries of
employees of CONTRACTOR who are {emporarily assigned to
and directly serving in the Area, which will be charged as

provided in Article IT (b).

(2) CONTRACTOR’s administrative overhead outside the A.RE.
applicable 1o Exploration operations in the A.R.E. during the
period prior to the formation ot the Operating Company shali be
charged eacn month at the rate of I'ive percent (3%) of total Ex-
ploration expenditure, where CONTRACTOR's Exploration op-
erations are carried out by CONTRACTOR itself, provided that
no administrative overhead of the CONTRACTOR outside the
A R.E. applicable to A.R.E. Exploration operations will be
charged while Exploration operations are being conducted fol-
lowing the formation of the Operating Company. No other direct
charges as such for CONTRACTOR’s administrative overhead
outside the A.R.E. will be applied against the Exploration obliga
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tions. Examples of the type of costs CONTRACTOR is incurring
and charging hereunder due to activities under the Agrecment
and covered by said percentage are ;.

1. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems.
3. Purchasing - Procuring materials, equipment and supplies.

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

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

The foregomg does not preclude charging for direct service under
Article I () (2).

(3} While Operating Company is conducting operations, Operating
Company’s personnel engaged in general clerical and office
work, supervisors and officers whose time is generally spent in
the main office and not the {ield, and all employees generally
considered as general and administrative and not charged 1o
other types of expense will be charged to operations. Such
expenses shall be allocated each month between Exploration and
Development operations according to sound and practicable
accounting methods,

() Taxes :

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR

or Operating Company with respect to this Agreement other

than those covered by Article IH (g) (1) of this Agreement.
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{m) Coentinuing CONTRACTOR Costs :

Costs of CONTRACTOR activities required under the Agreement
and mcurred exclusively in the AR E. after Operating Company 1s
formed. No sales expenses incurred outside or inside the A R.E. may

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

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article 1,
incurred by CONTRACTORKR or Operating Company under approved

Work Programs and Budgets.
ARTICLE 111
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such material,
physical assets and construction projects. Written notice of (atention
10 take inventory shall be given by Operating Company to EGPC and
CONTRACTOR at least thirty (30) days before any inventory s to
begin so that EGPC and CONTRACTOR may be represented when
any inventory is taken. Failure of EGPC and/or CONTRACTOR to
be represented at an inventory shall bind them to accept the
imventory taken by Operating Company, who shall 1n that event
furnish the party not represented with a copy thereof.
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(b} Reconciliation and Adjustment of Inventories :

Reconcitiation of inventory shall be made by CONTRACTOR and

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

ARTICLE 1V
COST RECOVERY

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

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

statement for that quarter showing :
I. Recoverabie costs carried forward from the previous quarter, if any.

2. Recoverable costs incurred and paid during the quarter.

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

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

3. Amount of costs recovered for the quarter.

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

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

recovered for the guarter.
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(b) Payments :

If such Statement shows an amount due EGPC, payment of that

amount shall be- made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any

such payment to EGPC on the date when such payment is due, then
CONTRACTOR shall pay interest of two and half percent (2.5%)
per annum higher than the London Interbank Borrowing Offered
Rate {ILTBOR) for three (3) months U.S. Dollars deposits prevailing
on the date such interest 15 calculated. Such interest payment shall

not be recoverable.

(¢) Settlement of Excess Cost Recovery Petrolenm :

EGPC has the right to take its entitlements to the Excess Cost

Recovery Petroleum under Article VII (a) (2) of the Agreement, in
kind daring the said quarter. A settlement shall be required with the
rendition of such Statements in case CONTRACTOR has taken more

than its own entitlements of such Excess Cost Recovery Petroleum .

(d) Audit Right @

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

be available to EGPC during said twelve (12) month period.
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ARTICLE V

CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration Expenditures reported on Statements of
activity prepared per Article I (b) (1), less any reductions agreed to
vy EGPC and CONTRACTOR following written exceptions taken
by a non-operator pursuaint to Article I (¢) (1), in order to determine
when minimum Exploration obligations have been met.

(b) Cost Recovery Control Account :

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

(c) Major Accounts ;

FFor the purpose ot classifying costs, expenses and expenditures for
cost recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded in major accounts including the
following :

- BExploration Expenditures;

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

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary ftor the control of recovery of costs and the

treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX :MPLEMENTATION PROVISIONS
It 15 understood that CONTRACTOR shall be subject to Egyptian

Income Tax Laws except as otherwise provided in the Agreement.

that any A.R.E. Income Taxes paid by EGPC on CONTRACTOR s
behalf constitute additional income to CONTRACTOR, and this
additional income is also subject to A.R.E. income tax, that is

"grossed up'.

CONTRACTOR’s annual income, as determined in Arucle [II (g)
(2), of the Agreement, less the amount equal to CONTRACTOR's
grossed-up Egyptian income tax liability, shall be CONTRACTOR’s

"Provisional Income'..

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

the ALRLE. iIncome taxes.
THEREFORE :

Taxable Income = Provisional Income Plus Gross-up Value

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

[f the "A.R.E. income tax rate", which means the effective or
composite tax rate due to the various A.R.E. taxes levied on income

or profits, 18 constant and not dependent on the level of income, then:

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

Provisional Income x Tax Rate

Gross-up Value =
1 - Tax Rate

Where the tax rate is expressed as o decimal.

Ihe above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is $ 10 and the
A.R.E. mcome tax rate is forty percent {40%), then the Gross-up

value is equal to :

$10x 0.4
l ~ 0-4 - = $ 6-67
Theretore
Provisional Income $ 10.00
Plus Gross - up Value 6.67
Taxable Income $ 16.67
[ess: A.R.E. Income Taxes at 40% 6.67

CONTRACTOR’s Income after taxes $ 10.00



Yra

\Qﬁﬂhﬁuﬂuj(jlet VA i ~ dan J1 B0y 1




1440 G ple & 5 () 4l VA sl -

YYy

MANINEA E

A iay 4

e et

MAP OF NATIONAL GAS PIPELINE GRID SYSTEM

MEDITERRANEAN SEA
WEPCO
. . Sty ﬂ_u_u:....__u
HAMRA KERIG NN -
»" AGIDA s
f { Meleiha ) o+ N
. ’ KHALDA n_.__-
{ Sadam ) iy
' o BED - 1.r” oo
BED - 3 GUPCO ==-"75"
[Abe Charadig}  ,*
-
GPC
[ABU Schrad )
: WESTERN DESERT
m _ GAS PROCESSING FACILITIES -------r PRODUCERS PIFELINLS NATIONAL n.:_..m PIPELINE

{ UNDER CAPACITY)




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

