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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
BRITISH GAS EXPLORATION AND PROBUCTION LIMITED
AND
EDISON INTERNATIONAL S.p.A.
IN
NORTH RED SEA AREA, "BLOCK 1"
A R.E.

Thiz Avrecinent made and enteredd on this ... dav of .......... R 1*
by and bitween the ARAB REPUBLIC OF EGYPT (hercinafter

referved to variously as "AR.E. or as the "GOVERNMENT™, the
BGYFTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by LLaw No. 167 of 1958 as amended ( hereinafter referred to as
®REGPC "y, BRITISH GAS BXPLORATION AND FRODUCTION
FIMITEL, a company organized and existing under the laws of England
{hereinafier referred 1o zs YBRITISH GAS™), and EDISON
INTERNATIONAL S.p.A. a company organized and extsting under the
iaws of Iialy (hereinafier referved to as "EDISON), BRITISH GAS and
EDISON shall be the parties comprising CONTRACTOR (hereinafter
referred 10 collectively as "CONTRACTOR" and individually as

"CONTRACTOR MEMBER™).
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WITNESSETH

WHEREAS, sl minerals meluding petroleum, existing in mines and
guarries m e AVRE,, medading the territorial waters, and in the seabed
subject w5 juriseonon and extending beyond the temvitorial waters, ars
e propenty of the State [ and

WIEREAL, LGPC tas applied for an exclusive concession for the
gxpioration and gapteiiation of petroleum in and throughout the area
referred to i avticle 1, and deseribed in Annex " A " and shown
anpraximately on Anunex U B Y, which are attached heveto and mude pant
hereof | and

WITERDAS, BRITISH GAS and EDISON agree to undertake their
obligatong provided hereinafter as CONTRACTOR with respect ta the
exploratzon, Jevelopment and production of petroleum in NORTH RED
SEA ARES "BLOCK 17 and

WHEREAS, the GOVERNMENT desires hereby to grant sach
{oncession ; and

WHERLEAL, the Minister of Petreleum pursuant (o the nrovisions of
Law No. 86 of 1530, mav anter yito a congession agreement with EGPC,
and with BRITISH GAS and EDISON as a2 CONTRACTOR in said
Area.

WOV VHEREFGRE, the parties hereto agree as foliows

ARTICLE I
DFFINITIONS

{2} "Lxpsoration” shall mclude such geological, geophysieal, aerial and
cther serveys as may be contained in the approved Work Programs
arnd Budgets, and the drilling of such shot holes, corg holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appratsal of Petroleum discoveries and other vetated holes and wells,
and the purchass or acyutsition of such supplies, materials, services
and eguipment therefore, 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" shall include, but not be limited to, all the operations
and activities pursuant 1o approved Work Programs and Budgets
under this Agreement with respect to

{i} the drilling, plugging, decpening, side tracking, redrilling,
completing, equipping of developmicnt wells, the changing of
the status of a well, and

{11) design, engineering, constrnction, instaliation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said developmoent
wedls, taking, saving, treating, handling, storing, transporting
and dehivering petroleum, repressuring, recycling and other
secondary recovery projects, and

(i1t} transportation, storage and any other work or activities
negessary or ancillary to the activities specified in (i) and (ii).

(¢} "Petroleum” means liquid crude oil of various densities, asphalt, gas,
castnghead gas and all other hydrocarbon substances that may be
found in, and produced, or otherwise obtained and saved from the
Ares under this Agreement, and all substances that may be extracted
therefrom.

() "Liguid Crude OiF or "Crude O or "Gii" means any bydrocarbon
produced from the Area which 1s in a liquid state at the welihead or
lcase separators or which w exiracted from the gas or casinghead gas
it @ plant. Such liguid state shail exist at sixty degrees VFahrenheit
(60°F} and atmospheric pressure of 14.63 PSIA. Such term includes
distiiiate and condensate,
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{e) " Gas" means natura) gas, both associaled and non-associated, and all
of it8 constitucnt eloments produced from any well in the Area {other
than Liguid Crude Oi) and all non-hydrocarbon substances therein.
Said 1erm shail inciude residual gas, that Gas remaining after
removal of "LPGY

(f} * LPG" means Liguefied patroleurn gas, which Is 2 ruixture principaily
of butane an:d propane liguefied by pressure and temperature.

{g} A "Barrel” shull consist of forly-twoe {42) United States gatlons, baguid
measure, corrected  to a lempertiure of sixty degrees Fabhrenbost
(6U"F) at attuospheric pressure of 14,65 PSIA.

(hy (1Y “Commergizl Ot Well” means the first well on any geologcal
feature which after testing for a period of not more than thirty
(30) conseentive days where practical, but in any event in
accordapee with sound and accepted industry produaction
praciices, apd vorifiod by BGPO, 15 found to be capable of
producing at the average wate of not less than five thousand
(5,000} bartels o ol per dey (BOFD). The datc of discovery or
g "Commercial Ol Well” iy the date on which such well 15 tostad
and cormpieiod sccording (o the ebove.

(2) "Commercial Gas Well” moeens the first well on any peologioal
feature which after testing fo ¢ pesiod of not more than thir
{30} consecutive days wherz practical, bt am any ovont in
accordauce wrrh scund and aceepied indusiry production
pracifeds and verifred Dy EOUPC, is found to be capahig of
producing 2t the average rate of ool joss thoy thivty muilion
{33000.0G00) xvandand cobie feet o gas ver day (MMSCFD),
The date of ditcovery of a "Commercaal Gas Well" is the date
en which sueh weil 15 tested snd completed aveording to the
above
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(i} "A.R.E." mesns ARAB REPUBLIC OF EGYPT.

() "Effective Date"” rmicans the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACTOR, afrer
the relevant Law 1s issued.

{k} {1} ¥Year" means a pentod of twelve {12} months according o the
Gregorian Calendar.

{2} "Calendar Year" means a period of twelve (12) months according
to the Gregorian Calendar beang tst Junuary to 3 st December.

(1) "Financial Year” means the GOVERNMENT's financial year
according (o the laws and vegulations of the A R.E,

{m) "Tax Year" means the Period of twelve (12) months according to the
laws and regulations of the A RE,

(n} An "Affiliated Company” means a comparny:

{1} of winch the share.capitai, conferring a magority of voies at
stockhotders' reetings of sucht company is owned directly or
mdivectly by a party hereto; or

(1i} which is the owner dwrectly or indirectly of share capital
conferring a raajority of votes at stockhoiders’ meetings of a
party biereto; ar

(111) of which the share capital conferring a majority of votes at
stockholders' meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same
COMPANY.
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(0) "Exploration Block" shall mzan an area, the comner points of which
inave to be coincident with six {6) minute by six {6} minute lstitude
and longitude divisions, according to the International Grid System
where possible or with the existing boundaries of the Area covered

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

i) "Development Block" shail mean an area, the comner points of which
have to be coincident with ore (13 minute by one (1) mmute iatitude
and longiude divisiens, according to the International Grid System
where posstble or with the existing boundaries of the Area covered

by this Concession Agreemen: as set out in Annex "A" .

(q) "Development Lease(s)" shall mean the Development Block or
Biocks covering the geological structure cuapabie of production, the
cermer points of which have to be coincident with one (1) niinute by
nne (1) minute latitude and longitude divisions, according to the
Internattonal Grid System where possible or with the existing
houndaries of the Area covered by this Concession Agreement as set
out in Annex "A" .

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

{s) "Gas Sales Agreement” shal' mean a wiitten agreement between
EGPC and CONTRACTOR (as sellers) and EGFC (as buyer). which
contains the terms and conditions for Gas sales from a Development

ease entered into pursuant to Articlte VII (e).

(1} "Standard Cubic Foot" (SCF) is the amount of gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.65 PSTA at
a base temperature of sixtv Jegrees 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".
Aunex "B" 15 an illustrative map on the scale of

1:1,000,000 indicating the Area covered and affected by this Agreement

and described in Annex "A",

Annex "C" is the form of a Charter of the Operating Company to be

formed as provided for in Article VI.
Annex "D" i1s the Accounting Procedure.

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

otherwise agreed by 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 .
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ARTICLE 111
GRANT OF RIGHTS AND TERM
The GOVERNMENT hereby grants EGPC and CONTRACTOR

subject to the terms. covenants and conditions se¢t out In this Agreement,
which insofar as they are contrary 1o, or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shal] have the force of Law, an
exclusive concession in and to the Area described in Annexes " A "
and "B ".

(a} The GOVERNMENT shall own and be entitled, as hereinafter

provided, to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area during
the development period including renewal. Said royalty shall be
borne and paid by EGPC and shall not be the obligation of

CONTRACTOR. The payment of royalties by EGPC shall not be
deemed 1o result in income attributable to the CONTRACTOR.

(b) An initial Exploration period of four (4) years shall start from the

Effective Date. Two (2) successive extensions to the initial
Exploration period, of four (4) years and three (3) yeares
respectively, each shall be granted to CONTRACTOR at its option,
upon not less than thirty (30) days prior written notice to EGPC, such
notice to be given not later than the end of the then current period, as
may be extended pursuant e Article V {a), and subject only to its
having fulfilled its cebligations hereunder for that period. This
Agreement shail be terminated if neither a Commercial Oil Discovery
nor » Commercial Gas Discovery is established by the end of the
eleventh (11th) year of Exploration period, as may be extended
pursuani to Article V (a). The election by EGPC te undertake a sole
risk venture under paragraph (c) below shall not extend the
Exploration period nor affect the termination of this Agreement as to
CONTRACTOR.
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(¢) Commercial Discovery :

(1) A Commercial Discovery- whether of il 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 Q1 or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of its Exploration program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery 1s worthy of being developed commercially, taking
into consideration the recoverable reserves, production, pipeline
and terminal factlities required, estimated Petroleum prices, and
all other relevant technical and economic factors .

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

(ii1) CONTRACTOR shall give notice of 2 Commercial Discovery to
EGPC immediately after the discovery is considered by
CONTRACTOR to be worthy of cornmercial development, but
in any event with respect to a Commercial Qil Well not later
than eighteen (18} months following the date of the discovery of
the Commercial Oi]l Well, or with respect to a Commercial Gas
Well not later than thirty (30) months following the date of the
discovery of the Commercial Gas Well (unless EGPC agrees
that such period may be extended) except that CONTRACTOR
shall also have the right to give such notice of Commercial
Discovery with respect to any reservoir or reservoirs even if the
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weill or wells thereon are not “Commercigl” within the defimiion
of "Commercial Well' if, in its opinion, a reservoir or a group of
reservolrs, considercd collectively, coutd be worthy of

commercial development.

CONTRACTOR may also give z notice of Commergial (3
Piscovery in the event it wishes to undertake a Gas Recychng

Project.

A notice of Commercial Gas Discovery shall contain afl detmbag
particuiars of the discovery and especially the arza o (Gas reserves,
the estimated production potential and profile and fiexd life,

Within sixty (60} days following recespt of & notice of a Commercial
Qil or Gas Discovery, EGPC and CONTRAUTOR shall meet and
review ail appropriate data with a view (o routuaily agreeing upon
the existence of a Connnercial Discovery, The date of Comunercial
Discovery shall be the date BCGPC and CONTRACTOR jomtly agree

in writing that » Commerciul Discovery exists,

(v} If Crude Oil is discovered but is not deemed by CONTRACTUR o
be a Commercial Ol Discavery under the above provisions of this
paragraph (¢}, BEGPC shall one {1) month after the expiration of the
period specified above within which CONTRACTOR can give
notice of a Commercial O Discovery, or nineteen {19 months after
the completion of a well not considered to be a"Commercial (]
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 alt Crude (il from the geological feature on
which the well has been drilled. Said notice shall state the specific



VAR 2 et 5 () 1Y st = S M5y 2

YA

Sl s Jhis D Bsaadlisbdl lad LY 1D aias,
sVl Sty « 2B g (I UYY ¢ aia S1AL 2 ) e
Syl oy . U e DU K Bl iy« o e 2]
Taid i\ ey o SUas VT U3 aeaDhtaal pa bage (0 N N
o 3 inilis¥isda 3 Lede o pearll JSG D dalud | alls
U ads o gad poamr L DL 0da by g LF DA 5
ciaded ] el iy e Wi iy

e E PRI SR (PSR S U PP SO P N E [ EH R
rEJPPRIILIF - JUS0R Y JCH 08 PO (- P OO X PUC g | U | L 9%
s Jotilly 2ol o Bbadloda e GUSYT 030 o] e ¢ Ayl!
o5 ) Ll Gouy - Jp,adl dslis b A ) bl 50
ol 22 gl Gow lduall, ASWI IS 20 a5 Dl 5 5] ldaall
i ey gl Cildaadl elley S L Oldaally LS A8 20 agas
o 53 Rl by At ga s

I JPTEROPPHUNEN FORY EURCHNPIV R T O CRDNLEY
(P DLW Lmad 5 Jolad p U Cujdh oo B a0l
Ll ol AL S L)l Lgale st GRS o DU
a3l 3 ells aay oLty ol 3 Lt el o w6+ dal, &Y
S o Julis Dded| o ldlulls b Pl Ll Sldar o
T gl I NS G5 a UL 5 (Y- 2 ) e Zgl)
o o BAST aly D 3 Y G L Jylil) o050 Y e
a5l ol g1 S S



v VAR Lie e T 3 Ll 1YY adl - e JE il

by, iy e

area cwtring' said zeological feature 1o 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 ares as
provided for in the case of Commercial Discovery hereunder. In such
event all terms of this Agrﬂﬂmﬁm shall continue o apply 1o the

specified area.

if CONTRACTOR elects not 10 develop such area, the specific
area vovering said geclogical feature shall be set aside for sole risk
operations by BGPC, such area to be mutually agreed upon by
EGPC and CONTRACTOR on the bagis of good petroleurn industry
practice. EGPC shall be entitled to perform, or in the event
Operating Company has come into existence, to have Operating
Company perform soch operations for the account of EGPC and at
EGPC's sole cost, risk and expense. When EGPC has recoversd from
the Crode Oil produced from such specific area a quantity of Crude
Qi equal in value 1o 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 ¢vent there has been a separate
Commercial Oi Discovery, elsewhere within the Area, to share in
further development and production of that specific area upon paying
EGPC one hundred percent (100%) of such costs incurred by EGPC,
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Such one hundred percent (300%) payment shall pot be
recovered by CONTRACTOR. Immediately following such payment
the specific arca shall either {1} revert to the status of an ordinacy
Devalopment Lease under this Agreement and therentier shall be
operated 1 accordance with the terms hereof; or (i) alternatively, in
the event that at such time BGPC or i Atfiliated Company is
condiucting development operations e the area at iis sole expense
and BGPC clects to continue operating. the arex shall remain et

©aside and CONTRACTOR shall only pe entitled 1o its Production
Sharing percentage of the Crude Oil as specified in Article VI (bh
The sole risk Crude Ond shall be valued i the manner provided in
Articlte VI (o). In the eveat of any termination of this Agrecmemt
under the provisions of Article H1 (b} this Agreement shall, however,
continue to apply 10 EGPFC's operdation of any sole risk venture
hereunder, although such Agreement shall bave been erminated with
respect 1o CONTRACTOR pursuani to the provisions of Article 11
(br}.

{d) Conversion 10 a Development Lease

(1) Following a Commercial Oil Discovery or a Commercial Gas
Discovery the-extent of the whole area capable of production 10
be cavered by a Development Lease shall be mutuaily agreed
upon by EGPC and CONTRACTOR and be subject to the
approval of the Minister of Pemroleum. Such arsa shall be
converted automatically into a Development Lease without the

issue of any additional legal inshrument or permission.
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{11} Foliowing the conversion of an area to a Deveilopment Leuse
based on 2 Commercizl Gas Discovery “or upon ihe discovery
of Gas in a Developrent Lease granted following a Commercial
Ol Discovery ) BGPC and contractor shall! zndeavor witn
diligence to find adeguate local and/or export markets capabie of
absorbing the production of Gas. PGPC shali advise
CONTRACTOR of the potenital ouilets for such 5as, and the
expected annual schedule of demand. Thereafier, EGPC and
CONTRACTOR shall meet with a view 10 assessing waether the
outlels for such Gas and other reievant factors warrant ihe
development ané production of the Gas and in case of agreemeni
the Gas thus made available shall be disposed of t¢ EGPC under a
tong-term Sales Agreement in accordance with and subyect to the
conditions set forth in Articie Vil .

(1i1) The Deveiopment period of each Developraent l.ease shall be as
follows:

(aa) In respect of a Commercial Oi! Discovery, twenty (20)
years irom the date of such Commerciat Discovery plus the
Optionzi Extension Period {as defined below) provided
that, in the event that, subsequent to tbe conversiou ot a
Commercial Oil Discovery into a Development Lease, Gas
is discovered in the same Development Lease and is used oy
1s capable of being used locally or for export hereunder, the
period or the Development Lease shail be extended only
with respect to such Gas, LPG extracted from such Gas and
Crude Gil in the form of condensate produced with such
Gas tor twenty (20) years fron the date of ficst deliveries of
Gas locally or for export plus the Optional Exiension Period
(as defined below) provided that the duratiou of such
Deveiopment Lease based on 2 Commercial Oil Discovery
may not be extended beyond thirty-five (35) years from the
date of such Commercial Oif Discovery unless otherwise
agreed vpon 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 Gas
Discovery but shall not be required 10 apply for a new
Development Lease in respect of such Gus .

{ bb } In respect of a Commercial Gas Discovery, twenty (20} vears
from the dsic of first deliveries of Gas locally or for export
plus the Optional Extension Pertod {(as defined belowd
provided that, if subsequent to the conversion of a Commercial
Gas Discovery into a Development Lease, Crude i s
discovered in the same Development Lease, CONTRACTORs
share of guch Crude Qil rrom the Development Lease (excent
LPG extracted from Gas or Crude O in the form of
Condensate produced with {7as) and Gas associated with such
Crude Oif shali revert entirely to EGPC upon the lapsa of
twenty {20) vears from the date of such Crude O Disenvery
plus the Optional Extension Period (as defined below).

Notwithstanding, anyihing (o the Contrary umder fus
Agreement, the duration of a Development Lease based on a
Commercial Gas Discovery shall, iIn no case exceed thinty-five
(35) years from the date of such Commereial Gas Discovery,
uniess otherwise agreea upon between EGPU and
CONTRACTOR and subject to the approvat of the Minister
of Petroleum.

CONTRACTOR shall immediately notify EGPC of any Crude
Qil Discovery but shall not be required to apply for a new
Deveiopment Lease i respect of such Crude Ol

The "Optional Extension Period" shall mean a pariad 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 vear pariod.



R i . - WY - vl o

WHaliafl ede rytadl doaisdl ake Jliwl(ds ij_,.f Anait Silghas Lo ()
Widy alls  Jao | 2l coludasndly Ladl 48001 1 g aldiy o sl (o loF
P AR PR MO PE Y F TRV U B P RN (IS TSI
piinms o Lo ] gl cny Sl 0F 35 Jid) Daas enad 5 ]
Rhns St 5ty £ Gy b sz LR Ll G bl S0
i bYE e By b p LY BT caind

VPR SCTEIR DRV E L JONS ORPRE-FIE I & JRT- 1 P
S bnll LAY 500 or s (£ sl o 3 iy ¢ dimas ¢ Uad
LAl sy o Lo U Aaiafl pUlS e b Jodll comy 8 el
bin Syt (£) a1 5,00 dos pan G Y] Apesall A 3 il 02
- Jollls gl S e GUNH o U R, S0 5 20

el o Jlan g Ldio Al daall :ﬁwmusiawg&i.ﬁ'
U PR PR L B PUSUNE, JSUIUR | 5 SRS, T PR
caadlay 4l

St Ry 5L B b pacll Wi e a1 U ey 15 pdp s
hoad Coloka 50 ¢ A ] Al 32U I [ RS UX SR W)L Y o
Fladt Jp it 1l o cliasan IS0 5 e ol U Gy, SLad
U9 PO I W TIPS JURPS PO SOV [ R ST EERIPEL 09 B o0 €
ot it AT Randaldt 2ol dl Wy 3 oo S S Jdl AR 28 0
i o ddie 2o ATy U e ity ! Znigl! iatydy GhaSE g
Me Ghy W oA plal Gha o8 B La Wl 4y o 0 S0 LA
oty g LA Ry aak b dadalt die 518 o 05l .:L'ﬂ,f_-:i&ﬁ
C el M e Gl 3il Jle e



py LR RRICCVIVIVR iR R Y130 I B RER VL] [ SO ST |

(¢} Development operations shall upon the issuance of a Development
Lease granted following a Commercial Qil 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 1s considered to be fully developed, it being
understood that if associated Gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid impairing 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 shall immediately be relinquished, unless there is
a Commercial Gas Discovery on the Development Lease, However,
such four (4) year period may be extended by an additional period as
agreed upon between EGPC and contractor

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
commereial production referred to above.

Development operations in respect of Gas and Crude Gil in the form
of condensate or LLPG 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 petroieum
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.
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it upon application by CONTRACTOR it is recognized by EGFC
that Crade Od or Gas i being dratned from the Exploration Block
und-r ‘his Agreement inte a development block on an adjoining
concession area held by CONTRACTOR the Biock being drained
saall be considered as participating in the commercial Production of
ithe Dovelopment Block in question and the Block beimg drained shall
be converted into « Davelopment Lease with the ensuing allocation of
costs and production (calculated froin the Efiective Date or the date
stch draeage ocours. whichever 5s fater) between the two coacession
Areas. The allocarion of such costs and production under each
Concession Agreement shall be in the same portion that the
recoverable feserves in the drained geological structire underlying
coch cuncessior Avea bears 1 the total recoverable resesves of such
truciure underlyin: poth Coacession Areas. The produgtion
liocatéd to a concession crea shall be priced according to the

coucessicen agreement covering that concession Area,

Lo TRACTOR shall bear and nay all the costs and expenses
regrived 1o catrying out all the operations vnder this Agreement but
such costs and Expcm;és shall not include any interest on investment,
CONTRACUTOR shall ook only to the Petroleum io which it is
entitled under this Agreement to recaver such costs and expenses.
Sueh costs and expenses shall be recoverable as provided in Article
Vil Durning the term of this Agreement and ifs renawal, the total
production achieved in the conduct of such Operations shall be
divided between BGPC and CONTRACTOR in accordance with the
provisions of Article VIL
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() {1} uniess otherwise provided, CONTRACTOR shail be sub;’:é{:i {0
Egyptian income tax laws and shall comply with the requirements
of such laws with respect 1o the filing of velurns, he assessment
of tax, and keeping and showing of books and yecords.

{23y CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount calculated as
foliows:

The rotal of the sums received by CONTRACTOR from the ssie
ar other disposition of all Petroleum acquired by CONTRACUTOR
pursuant to Article VII () and Articie V1L (),

Reduced by :
(H The costs and expenses of CONTRACTOR;

(31} The value as determined according to Article VI {¢), of
EGPC share of the Excess Cost Recovery Petrolewm repaid
t0 EGPC in cash or in kind, if aay;

Plus:

An amount equal to CONTRACTOR s Egyptian inCome txes
prossed up in the manner shown iy Annex " I Article VL

For purposes of above tax deductions in any Tax Year, Article
VII {a} shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
perceniage Bmitation referred to in the first paragraph of Auicle
VI {a) (1}. Al costs and expenses of CONTRACTOR in
conducting the operations under this Agreement which are not
controlied by Article VIl {a) as sbove quaiified shall be
deductible in accordance with the provisions of the Egyptian
Incoms Tax Law,
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{3) EGFC shalil assume, pay and discharge, in the name and on behalf of
CONTRACTOR, CONTRACTOR's Egyptian income 1ax out of
EGPC's share of the Petroleurn produced and saved and not used in
operations under Article ¥ All 1axes paid by EGPC ia 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 cach Tax Year within ninety (90) days following the receipt by
EGPC of CONTRACTOR's tax declaration for the preceding Tax
Year, Such receipts shalf be issued by the proper Tax Authorities and
shall state the amount and other particuiars customary for such

recelipts,

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

(6} In calcuinting s ARE, income taxes, EGPC shall be Eﬁﬁﬁﬁ:{i o
deduct from its income all royalties paid by EGPC to the
GOVERNMENT and CONTRACTOR's Egyptian income taxes paid
by EGPC on CONTRACTOR's behalf but EGFPC shall not Credit
directly or indirectly CONTRACTOR's Egyptian income taxes
against EGPC's Egyptian income taxes.
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ARTICLE 1V
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 thirtieih (30th) month after the Effective Date,
CONTRACTOR shall start Exploratory drilling in the Area, with a
commitment of 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 so do.

(b) The initial Exploration period shall be four (4) years.
CONTRACTOR may extend this Exploration period for two (2)
successive extension periods of four (4) years and three (3) vyears
respectively, in accordance with Article III(b), each of whick upon at
least thirty (30) days prior written notice to EGPC, subject to its
expenditure of its minimum Exploration obligations and of iis
fulfillment of the drilling obligations hercunder, for the then current

period.

CONTRACTOR shall spend a minimum of six million (6,000,000)
U.S. Dollars on Exploration operations and activities related thereto
during the mitial four (4) year Exploration period; provided that
CONTRACTOR shall drill one (1) well. For the first four (4) year
extension period that CONTRACTOR elects to extend beyond the
initial Exploration periad CONTRACTOR shall spend a minimum
of ten million (10,000,000) U.S.Doliars providid that
CONTRACTOR shall drill two (2) wells: and for the second three
(3) year extension period that CONTRACTOR elects to extead
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beyomnd the four (4) year first extension petiod CONTRACTGR shall
spend a mimrum of ten million {10.000,000) 1.5.Dollars provided
that CONTRACTOR shall drill two {2} well.

Should CONTRACTOR spead more than the minimum amount
regquired 1o be oxpended or drifl ame wells than the mintmom
required to be drilied during ihe initial Four {4) yvear Exploration
periad, or during any period thereafter, the excess may be
subtracted from the mmimum amount of money required to be
expended by CONTRACTOR % minimum number of wells reguired
to be dritied durng any succeeding b oration period or pericads as
the case may be.

in case CONTRACTOR surrenders its Exploration rights under this
Agreemient ay set forth above before or at the end of the fourth (4th)
year of the imitiaf Exploratzon period, having expended tess than the
total sum of six millicn (6,000,000) 1.8, Dollars, on Exploration or
in the event at the end of the fourth {(4th} year of the initial
Exploration period. CONTRACTOR has expended less than said
sum it the Area, an amount equal o the difference hetween the said
six mithon {6,000.0800) U5, Dollars and the amount actually spent
on BExpiowation shall be paid by CONTRACTOR ta EGPC at the
ttme of surrendering or within three (3} months from the end of the
fourth {dth) year of the mitial Exploration pertad, o5 the case may be,
Any expenditure deficiency by CONTRACTOR at the end of any
addizonal period For the reasons above noted shall similariy result in
a payment py UONTRACTOR o BEGPC of such deficiency,
Provided this Agreement is still in force as 10 CONTYRACTOR,
CONTRACTOR shail be enutled to recover any such payments as
Exploration ﬂ_x;ﬁ:ndituru in the manaer provided for under Article

Vi in the ovent of Cammerciat Produetion.
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Without prejudice to Article IH (b), in case no Commercial Oil
Discovery is established or no notice of Commeivial Gas Diseovery
is given by the end of the eleventh {1 1th} vear of the Exploration
period as may be extended pursuant to Article Via), or mn case
CONTRACTOR surrenders the Area under this Agreement prior i
such time, BGPC shall not bear any of aforesaid expenses spent by
CONTRACTOR.

[t} At least four {4) months prior 13 the beginning of ¢ach nancial Year
or at such other times as may routnally be agreed to by BGPC and
CONTRACTOR, CONTRACLTOR shall prepare an Exploration
Work Program amnd Budget for the Area setting forth the Expicration
operations which CONTRACTOR proposes to carry out during the
ensuing year.

The Exploration Work Program and Budge! shail be reviewed by 3
joint commitiee 1o be established by EGPC and CONTRACTOR
after the Effective Date of this Agrsement. This Committes,
hereinafier referred to as the "Exploration Advisery Committes®,
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 Commillee shall bhe
designated by EGFC from among the members appointed by it, The
Exploration Advisory Commitiee shall review and give such advice
as it deems appropriate with respeet to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Convnittee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submil the Exploration
Work Program and Budget to BGPC for 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 budgetad
expenditure without the approval of EGPC;
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(i1} In the event of emergensies mvolving danger of loss of Hives or
property, CONTRACTOR may expend such additional
unbudgeted amounts as mav 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

(dy CONTRACTOK shail advance all necessary funds for all
materials, equipment, supplies, personne! adminsstration and
pperations pursuant o the Exploranon Work Program and
Budget and BGPC shall not be responsible 1o bear or repay any
of the aforesaid costs.

{e} CONTRACTOR shall be responsibie for the preparation and
perforar- ¢ of the Exploration Work Program which shall be
implemented in 2 workmanlike manner and consistent with good
industry practices,

Except as is appropriate for the processing of data, specialized
laboratory engineering and developraent studies thereon, o be
made in specialized conters Ouiside e AR E., all geological
and geophysical studies as well as any other studies related to
the performance of this Agreement, shall be made in the ARE.

CONTRACUTOR shali entrust the management of Exploration
operations in the A. R. E. to its technically competent General
Muanager ande Deputy General Manager. The names of such
Manager and Deputy General Manager shall, upon appoiniment,
be forthwith notified to the GOVERNMENT and 0 EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be entrusied by CONTRACTOR with sufficient
powers 1o carry outl hnmediately all lawful wriiten directions
given to them by the GOVERNMENT or s representative
under the terms of this Agreemeni. All lawful regulations issued
or hereafter to be issued which are applicable hereunder and not
in comflict with this Agreement shail apply to CONTRACTOR.
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(f) CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of each 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 is not correct;

(2) that the costs of goods or services supplied are not in line with
the intermational 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 connection with the
problem thus presented, and the parties shall attempt to reach a
settlement which is 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 percent (2 1/2%) per annum from the date
on which the disputed amount(s) would have been paid to EGPC
according to Article VII (a) {(2) and Annex "D" of this Agreement
(i.e., the date of rendition of the relevant Cost Recovery Statement)
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to the date of payment. The LIBOR rate applicable shall be the average
of the figure or figures pubiished by the Financial Timres representing the
mid-point of the rates (bid and ask) applicable to cne (1) month U. S.
Dollar 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 1s settled.

If the LIBOR rate is available on any fifteenthi (15th) day but is not
publishied 1n the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A. to other
leading banks in the London Interbank Eurocurrency Market for one (1)

month U. S. Dollar deposits.

[t 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 objeciion to
any Statement, such Staten:ent 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 entily authorized
by the GOVERNMENT to conduct foreign currency exchanges.
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{1y BGPC is authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement
against receiving from CONTRACTOR an equivalent amount of
.8, Dollars at the offictal 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 agcount shall be used for financing
EGPC's and us Affiliated Companics foreign curmrency
requirements subject to the approval of the Minister of

Petroleum.
ARTICIE Y
MANDATORY AND VOLUNTARY RELINQUISHMENTS
{a) MANDATORY ;

At the end of the fourth (4th) year after the Effective Date bereof|
CONTRACTOR shall relinguish to the GOVERNMENT a total of
twenty five percent (25%) of the original Area not then converted to a
Development Leas or lzases. Such relinquishment shail be in gnits of
whole Exploration Blocks or parts of Exploration Blocks not converted
to Developmient Leases so a5 to enable the relinguishment requirements
to be preciseiy fulfitied.

At the end of the cighth (8th} vear afier the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an additional
twenty-five percent (25%) of the original Area not then converted to a
Development Lease o Leases. Such relinguishment shall be in units of
whole Explaration Blocks or parts of Exploration Blocks not converted
to Development Leases so as to enable the relinquishment requirements
2 be precisely fulfilled.

Without prejudice to Articles Il and XXIIT and the last three (3)
paragraphs of this Article ¥V {8}, af the end of the cleventh (i Ith) year of
the Exploration period, CONTRACTOR shall relinquish the remainder
of the Area not then converted to a Development Leas or Eeases.
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It is understood that at the time of any relinquishment the areas to be
converted into Development Leases and which are submitted {0 the
Minister of Petroleum for his approval, according to Article {H {d) shail,
subisct to such approvai, be deemed converted to Development Leases

CONTRACTOR shall not be required to relinguish any Sxploration
Block or Blocks on which a Commercial Qil or Gas Well 1s discovered
before the period of time referred to in Article [ (o} given to
CONTRACTOR to deterrnine whether such Well is a Commercial
Discovery worthy of development, or to relinguish an Exploration Block
in respect of which a notice of Commercial Gas Discovery has been
given to EGPC subject to EGPC's right to agree on the existence of a
Commercial Discovery pursuant {0 Article Hi(c), and withou! prejudice
to the requircments of Articie 11 (e).

I the event at the end of the initial Exploration period or cither of
the two siccessive extensions of the initial ¥xploration petiod, a well 15
actually drilling or testing, CONTRACTOR shall be aliowed up 1o six (6)
months to enable it to discover a Commercial Oil or Gas Well or to
establish a Commercial Discovery, as the case may be. However, any
such axtension of up to six (6) months shall reduce the length of the next
succeeding Exploration period, as appiicable, by thatf amounl.

tb) VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
.relinguishment its Exploration obligations under Article I'V (b} have been
satisfied for such period.
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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.
ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall form in
the A. R. E. an operating company pursuant to Article VI (b) and
Annex "C" (hereinafter referred to as "Operating Company') which
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 Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the fellowing laws
and regulations as now or hereafter amended or substituted:

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

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

- Law No. 97 of 1983 promulgating the law conserning ﬁublic sector
organizations and companies;
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- Law No. 203 of 1991 promulgating th: law ou the patlic business
sector companies; and

- Law No. 38 of 1994 ocrgamzing dealings in foreign cumrencies.

(b} The charter of Operating Company is nureto attached as Annex “'C"
within thirty (30) days after the date of Cuinmercial O1l Discovery or
witiin chirty (30) days after signature ov a Gas Sales Agreement or
commencement of a scheme to dispose of Gas (unless otherwise
agreed upen by EGPC and CONTRACTOR), the Charter shail take
effect and Operanng Company shall cutomatically come 1tio
existence without any further procedures. The Exploration Advisory
Commitiee shall be dissolved {orthwith upon the coming into
existence of the Operating Company.

{c) Ninety (90) days after the date Operating Company comes mto
existence in accordance with paragraph (b) above, ii shall prepare a
Work Prograni und Budget tor ‘urther Exploration and Developient
for the remainder of the year in which the Commercial Discovery is
made; and not later than four (4) months before the end ot the
cutrent Financial Year (or such other dite as may he ugreed 1poa by
EGPC and CONTRACTOR) and rour (4) months preceding the
commencement of ¢cach succeeding Financial-Year thereatter (or
such other date as may ope agrecd upon by EBGPC 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 Preduction Schedule, Work Program and Budget shall be
submiited 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 o hand at month end.



VARV L plo ¥ 3 () YN il - Lo Pl M

FYLAT SN SOCN R PSS | JO1 IS THVR (3 3651 9 Akt QLA adzy
(V0Y Lde sl opdts $8F Ji¥T 0pudl b altse ool (L} w0t i
ut e 30 OU CRBadt B e adlld siodt ol 518 B3lg 0l e
RV FRRRS | R PO rp2

o TR S o Bin 5l L iall Ll 35,28 e {ad
s F RN TR AT URPIPL URE TS { JU LR L U [URT. ERPTUP T DONE B
p cobadd Lin e Clpocadl padenndy | poa YT I LA Lguesdy
B Jopmsty £ G et Jpud | oy ) Sotaadly piliadl plat]
OUTHPEI[CAT FE5 SPL I QU N D VT TIR I
A ads 3 Yele o padd! (bt oLty (5 el apid s ooblenlly
Bl 250 0y LI Lo IS T ZIW Loy (- ) Gt S0 g
Uieas Ulg . p 2o o heamind ]l L DG, oridbie ) coludenall,
L TPPT R EEE 117 1N W PR JEF UL W WS- SRS [ S
) Bl A s My i 6 il | WL obendh LU 2

oY A et st Gl g oldae § 28 A sy 13 ()
O gkl oz ¢ Bl elln 3 8 P Lpeliinaa] Sldaally Raslill 25,40
o abonde it gl o6 ol GLT Ties slan¥ tna Jylilty Rtpqlt
Kol gt o peinglt lls e WUb ¢ w3 5 o2, 31305000 LB Lokt
B ol W lian jad Lt o 2uHle L

Amstaat 5L *
PO Aty il uadle wBnISUT 312 yise! ‘
» ST 313 pladl pvaiind !, Ja ! (1)

£ I8 Ut 3y TV e 3 asl Al ol o pecail] Sl s e (V)
Zpaiidly o) oldes pominy Lol Sy ey Ci IS LIS G
o (ran) o sy 3300 6 0 TS LY 038 gt Moo dkacd] obbmatd s




0 VA% L ple ¥ () Y ol - i 3l

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph () beiow on the
first (Ist) day and fifteenth (15th} day respectively, or the next
tollowing business day, if such day is not a business day.

{¢} Operating Company 1s authorized to keep at its own dispoasal abroad
im an account opened with a correspondent bank of the Nat:onal
Bank cof Egypt, Cairo, the foreign funds advanced hy
CONTRACTOR. Withdrawals from said account shall bz used for
payment for goods and services acquired abroad and for transferring
to a local bank in the A.R.E. the required amount to meet the
expenditures in Egyptian Pounds for Operating Company in
connection with its activities under this Agreement.

Within sixty (60} days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange conirol
autnoniiies in the A.R.E. a statement, duly certified by a recognized
firm of auditors, showing the funds credited to that account, ths
disbursements rmade out of that account and the balance outstanding

af the ead of the year,

(f) If and for as long during the period of production operations there
exists an excess capacity in facilities which cannot during the period
of such excess be used by the Operating Company, EGPC and
CONTRACTOR will consult together to find a mutually agreed
formuia whereby EGPC may use the excess capacity if it so desires
without any unreasonable financial or unreasonable operational
disadvantage to CONTRACTOR.

ARTICLE v
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) Cost Recovery Petroieum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs and expenses in
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respect of all the Exploration, Development and related operations under
this Agreement to the extent and out of forty percent (40%) of all
Petrofessm produced and saved from all Development Leases within the
Ares hereunder and not used in Petroleum operations. Such Petroleum is

hereinafter referred to a5 "Cost Recovery Petroleum ™

For the purpose of determining the classification of all costs,

expenses and expenditures for their recovery, the following terms shali
apply :
1. "Exploration Expenditures” shall mean all costs and expenses for

Explovation and the related portion of indirect expenses and

overheads.

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

and the related portion of indirect expenses and overi.yads.

3. "Operating Expenses” shall mean ail costs, expenses and
expenditures made after initial commercial production, winch

sosts, expenses and expenditures are not normally depreciable.

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

renewals or major overhauling that extend the life of the asset.
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Exploratioh Expenditures, Development Expenditures and Operating
Expenses shall be recovered from Cost Recovery Petroleum in the

following manner :-

(1) Exploration Expenditures including those accu:ulated 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.

(i1} Development Expenditures, including those accumulated prior to
the commencement of initial commercial production which for
the purposes of this Agreement shail mean the date on which the
tirst 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
¢xpenditures are incurred and paid or the Tax Year in which
initial commercial production commences, whichever is the later
date.

(i11) 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 Qil or the first deliveries of Gas are made,
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shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial commercial production occurs, whichever is the later

date.

(iv) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (1i) and (ii1) above, exceed the
value of all Cost Recovery Petroleum for such Tax Year, the
excess shall be carried forward for recovery in the next
succeeding Tax year or year or until fully recovered, but in no

case after the termination of this Agreement, as to

CONTRACTOR.

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

carried forward for recovery in the next quarter.

(2) Except as provided in Article VII (a)(3) and Article VII (e)(1),
CONTRACTOR shall each quarter be entitled to take and own all
Cost Recovery Petroleum, which shall be taken and disposed of in
the manner determined pursuant to Article VII {e). To the extent that
the value of all Cost Recovery Petroleum (as determined in Article
VII (¢)) exceeds the actual recoverable costs and expenditures,

including any carry forward under Article VI (2)(1)(iv), to be
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recevered in that guaiter, then one hundred percont {100%) of the
value of such Excess Cost Recovery Petraleum shali be divided
tetween LEGPC and CONTRACTOR according to the percentage
for Production Sharing under Article VII (b) 1 below. EGPC's
shares shali be paid by CONTRACTOR to EGPC either (i) in
casii in the manner set forth in Article IV of the Accounting
Procedure contained in Anpex "D" or (i) in kind in accordance with
Article VIT (a) 3.

(3) Ninety (90) days prior io the commencement of each Calendar
Year, EGPC shall be entitled to elect by notice in wriling to
CUNTRACTOR to require payment of up to one hundred percent
(F00%) of EGPC’s share of Excess Cost Recovery Petroleum in
«ind. Such payment will be in Crude Oil from the Area F.O.B.
export terminal or other agreed delivery potnt provided that the
amount of Crude Gil taken by EGPC in kind in a guarter shall not
exceed the vaiue of Cost Recovery Crude Qil actually taken and
separately disposed of by CONTRACTOR from the Area during
the previous quarter. If EGPC’s entitlement to receive payment of
its share of Excess Cost Recovery Petroteum in kind is limited by
tite foregoing provision, the baiance of such entitlement shall be
paid in cash.

{b) Production Sharing
(1) The remaining sixty (60%)} percent of the Petrolemm shail be
divided between EGPC and CONTRACTOR according to the
tollowing shares. Such shares shall be taken und disposed of
pursuant to Article VII (e):
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(i) Crude Gil

Crode Gil produced and saved
undes Mis Agreement ana not
e b Pelirsiiuin opeTalicns,
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fLarteriy average i

Thal perticn OF Icrement un

by S BT

Tlral nortion or incremernt in
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and U] w GO0 BOFD

That zoruon oF increment i
exress of TOCO00 BGPT ap

o §58,090C By

That pertion in cxcess of
§ 3L BORD,

it; Gas and LG

Gas and LPC produced and
saved wmder this Agteement
and ot used 1 Fetroleum
prefravons. Standard Cubie
feer per day. SCFPD
cuarierly average)

Thar portion or increment up
o 300,000,000 SCFPD.

FCRC
SELARLE

Sixty Percent
eG%

S.xty Five Peroent
G5v%

Seventy Percent

T

Seventy five Percent

ERL

oapPC
SHARE

Fity Five Percent

55%.

CUMTRACTOR
SHARR

Forty Percent
A0

Thirty Five Percent

35%

Thirty Percent

305

Tweaty Frve Peroent

259

CONTRACTOR
SHARE

Forty Five Percent
5%
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EGPC CONTRACTOR,
SHARE SHARE
That portion or inciement in Sixty Percent Forty Percent
excess  of 00 04000 HEK;: 40%
SCFPD  and up to
6OG.000.0EK) SCEFPD
That portion or increément in Sixty Five Percent ThictsFive Perce
exegss of A0 O6H0 G060 O3 I8
SURFPD and  up to
GO0, 000,000 SCFPD, and
That poruon or increment i Seventy Perrant Thirr: Percent
exeuss  of 900040000 T R

SCEPL
{2) Afier the end of coch contractual year during the term of any Gas
Sales Agreement entered inte pursuant to Article Vi (e}, EGPC
and CONTRACTOR (as sellers) shall render o EGPC {as
buyer) a statement for an amount ¢f Gas, o any, equal to the
amount by which the gquantity of Gas of which EGPC (25 buver)
has taken delivery falls helow seventy-five percent (75%) of the
Lontract quantities of (Gax as establhished by the apnlicabie (as
Sales Agreement (the "Shonirall"), provided the Gas i available,
Within sixty (60) days of receipt of the statement, EGPC (as
buyer) shall pay EGPC and CONTRACTOR {as sclien) for the
amount of the "Shotfall”, if any. The Shertfall shall be included
in EGPCs o COMNTRACTON s entitiement 1o (Gas pursuar

to Avticts VI o) and Aroele VIE {b) in the {narth T3h) ovaner

o
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{uantities of Gas pot taken but 1o be paid for, shall be recorded
iy 1 separate © Take-or-pay account”, Quantities of Gas ("Make
Up Gas") which are delivered in subsequent years in excess of
seventy-five percent (75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce guantiies of Gas in the "Take or-pay
account” to the extent thereof and, to that extent, no payment
shatl be due in respect of such Gas. Such Make Up Gas shall not
be included in CONTRACTOR's entitlements 1o (zas pursuant
to Article VII (a) and Article VII (b)), CONTRAUTOR shall

have no rights o such Make Up Gas,

The percentages set forth in Article VI (a) and this Article VI
(b} in respect of LPG produced from a plant constructed and
operated by or on behalf of EGPC and CONTRACTOR shall
apply to all LPG available for debivery,

(¢) Yaluation of Petrolewin :
{1) Crode Oil :

{it The Crude (il to which CONTRACTOK is entitied
hereunder as Cost Recovery Petroleum (Cost Recovery
Crude Oil') shall be valued by EGPC and CONTRACTOR at
"Market Price” for each Calendar Quarter acoording to cither
paragraph {(a) or (bi below. as applicable. CONTRACTOR
shall notify BEGPC not fess than ninety (90} days prior fo the
end of each Calendar Year whethet CONTRACTOR wili
¢lect to follow the procedure in subparagraph (a) or
subparagraph (b} below for the ensuing Calendar Year
CONTRACTOR shall separately take and dispose of i3
profuit Oil.
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{2, Thirty 1707 ddays pricr 1w the Leginning of each Calendar

guarter, CONTRACTOR shail ootity EGPOU of
CONTRACTOR's price or price formuala per batrel al which
it interds o sel us Cost Recovery Grade (i duning said
Quarter ("Ret Price™, Tz Set Price shall be 1he Muzket Price
(wetshted average price will be applied for e price formula
cf the Set Priced and ibe valve of CONTRACTOR s Cost
Recovery Crude O for the Catendar Quarter, ¥Within five (53
business davs  from receipt of CONTRACTOR's notice,
BGEC shall sotify CONTRACTOR whsther it elegts w0
nurchase all of CONTRACTOR's Cost Recovery Coade CH
at the Sei Price during said Quarter. B BOPC elects to
purchase CONTRACTOR's Cost Recnvery Crude Ui, then
CONTRACTOR shall sell 1o EGPC and EGPC siun
purchase {and pay for at such Ser Price) ali of

CONTRACTOR’s Cost Recovery CUnide (il Juring saud

Querter and ihe Set Price shall be the Market Price. Payment
for such Crude Ol to e made by EGPC to CONTRALTOR
within two (2) working days of BGPC's receipt of funds from
the purchaser of the Crude Ol If, under this subpuragraph
{n},'EGPC does not elect 1o purcizase CONTRACTOR's Cost
Recovery Crude O ab the Sct Price, then CONTRAUTOR
shatl separately take and dispose of its Cost Recovery Crude
Ol and the Set Price shll be the Market Piee.

{1} I tn any Calendar Yeur CONTRACTOR does not follow lae

procedure  &et forth in subparagrapht (8} above,
CONTRACTOR shall separately take and dispose of 11g Cost
Recavery Crude O and the Market Price shall be determined
28 provided below.
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(if) If the above procedure is not followed, "Market Price” shall
mean the weighted average prices realized from sales by
EGPC gr CONTRACTOR during the Quarter, whichever is
kigher, Sales to be used in arriving at the weighted average
{3 shall be sales of comparable guaniities on comparable
credit terms in freely convertible currency from F.OLB, point
of export sales to non-affiliated companies at arm's lengin
sider all Crude 01l sales contracts then in effect, but
exchuding Crude (il szlcs contracts invelving barter and

excluding :

(1} Sales, whether direct or indirect, through brokers or
atherwise, of BOPC or CONTRACTOR w any Affiliated
{ompany,

{2) Sales involving a guid pro quo other than payment in a
freely convertible currency or motivated m whole or in
part by comsiderations other than the esual economic
incentives for commercial arm's length Crude Ol sales.

(iti) ¥t is understood that in the case of C.LF. sales, appropriate
deductions shall be made for transport and insurance ¢harges 1o
calouiate the F.O.B. point of export price; and always taking o
account the appropriate adjustment for guality of Crude Oil,
freight advantage or disadvantage of port of leading and other
appropriate adjustments. Market Price shall be determined
separately for each Crude O or Crude O mix, and for each

port of loading.
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(iv} If during any Calendar Quarter, there are no such sales by EGPC
andfor CONTRACTOR under the Crude 01 sales contracts in
effect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrel of Crude Qil to be used for such
guarter, and shall be guided by all relevant and available
evidence including cument prices in froely convertible cursency
of leading Crude Oils produced by major oil producing countries
{in the Arabisn Guiffat Mediterranean Area), which are
regatiarly sold in the open market according to actual sales
contracts but excluding paper sales and sales promises where no
crude oif is delivered, 1o the extent that such sales are effected
under such terms and conditions (exciuding the price) not
significantly different from those under which the Crude Qil to
be valued, was sold, and always taking into c¢onsideration
appropriate adjustments for Crude O quality, freight
advantages or disadvantages of port of loading and other
appropriate adjustrents, as the case may be, for differences in
gravity, suiphur, and other factors generally recognized by
sefiers and purchasers, as reflected iIn crude prices,
transpottation ninety (90) days insurance premiums, unusual
fees bome by the seller, and for credit terms in excess of sixiy
{60) davs, and the cost of loans or guarantees granted for the
benefit of the seilers al prevailing interest rates.

It is the intent of the parttes that the value of the Cost Recovery
Crude Oil shall reflect the prevailing market price for such
Crude O,
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(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 they fail to
agree on Market Price for any Crude Oil produced under this
Agreement for any quarter within fifteen (15) days after the end
thereof, any party may elect at any time thereafter to submit to a
single arbitrator the question, what single price per barrel, in the
arbifrator’s judgement, best represents for the pertinent Quarter
the Market Price for the Crude Qil in question. The arbitrator
shall make his determination as soon as possible following the
Quarter in question. His determination shall be final and binding
upon all the parties. The arbitrator shall be selected in the
manner described below,

In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days from the date any party notifies
the other that it has decided to submit the determination of the
Market Price to an arbitrator, such arbitrator shall be chosen by
the appointing authority designated in accordance with Article
XXI1V (e), or such other appointing authority with access to such
expertise as may be agreed to between EGPC and
CONTRACTOR, with regard to the qualifications for arbitrators
set forth below, upon written application of one or both of
EGPC and CONTRACTOR. Copies of such application by one
of them shall be promptly sent to the other.

The arbitrator shall be as nearly as possible a person with an
established reputation in the intemational Petroleum industry as
an expert in pricing and marketing Crude Oil in international
COIMITIETCE.
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The arbitrator shall not bz a citizen of a couniry which does not
nave dipiomatic relations with the AR E., the UK and Jtaly. He
may not be, at the time of selection, employed by, or an
arbiiralor or consultant on a continuing or frequent basis to, the
Amertean Petraleum Instrtute, the Organtzation of the Petroieum
Exporting Countries of the Organixation of Arab Potroieum
Exporting Countnies, or a consultant on a continuing basis to
CEPC, CONTRACTOR or an Affiliated Company of either, but
nast accasional consultation with such companies, with other
petroleuin companies, goverument, agencieg or organizations
shail not be a ground for disqualification. He may not have been,
at any time during the two {2) vears before selection, an
cmplovee of any petrolenm company ov of any governmental
agency o organizalion.

should a selected person Jecling or be unabie tO serve as
arbitrator or should the position of arbitrator fall vacant prior to
the decision called {or, another person shall be chosen in the
sarne manner provided in this paragraph. BEGPC and
CONTRACTOR shall share equaliy the expenses of the
arbiiratorn.

The arbirator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
availabie to him. He will review oil sales contracts as well as
other sales data and imformation, huf shall be free to ¢valuate the
extent to which any contracty, data or information is
substantiated or pertinent. Representatives of BEGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furpish him written materials provided ihe
arbiirator may unpose reasonable Iimitations on this right.
EGPC and CONTRACTOR wach shall cooperate with the
arpitrator to the fullest exient and each shall msure such
cooperatinn of its trading companies. The arbitrator shall be
provided access to Crude Qil sales contracts and related data and
information which EGPC and CONTRACTOR or their trading
companics are able to make avallable and which in the judgmant
of the arbstrator might aid the arbitrator in making 2 valid
determination. |
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(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 tomporarty in effect. In the event either BEGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous Quarter, it shall
promptly be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and half percent {2112%] pet
ammum eate provided for in Anicle IV {f) from the dale on which
the disputed amount (5) should have been paid to the date of

nayment.
{2% Gas and 1L.P%,

{1} The Gas to which CONTRACTOR is entitled hereunder as Cost
Retovery Pelroleum ("Cost Recovery Gas™) and the Gas to
which CONTRACTOR is entitled by way of production sharing
pursuant to Article VII (b)(1)(ii} that is subject to 4 Gas Sales
Agrecrnent between FGPC and CONTRACTOR {as seliers) and
EGPC (as buyer) entered into pursuant to Article VII fﬂ}
{"production shacing Gas”) shall be valued, delivered to and
purchased by EGPC at a price determined monthly according to
the following formuia :

F
PG =~ 0.85 X . » H
42.96 » i10°

Where:

PG « the value of the Gas in U.S. Dellars per thousand standard cubic
feet {MSCF).



VAN L e ¥ () Y el = e 5y A

Ay

PPUE T PP PPN | F IS T ER ERDRPEL PN 5 [ S
u-ﬂ-.' S POV 1T FPENPDY SO, [} TEETIPCR T K JOTJ PE°
"Spot Crude Price Assessment ylps ook gl H ol 2 J.._JI'
kel ol Al g2 ¢ pams dnsill 20 oSa5 For Suez Blend"
A U3 Usse Lo lende g2l Guii s Jee 0 Thadl LS,
VD S PRPIFPPE T ULl SO - S [P EPUE JE VA PY
gt J3lalTy Gl G adde GV 00 o g Jalaa
s i il U (5 3 ) il AL Sl aus
Al it Jlst el e jG e (P 5 1) Ll
JL-....i_,.L,.E:JJ.L_;f,J.m._._Hg...h O JRTRE L ST E Y
Lol it ¢ gt o et P GIBYI Lo o Bl
s - ik s A salan JHegm I ey dagd A sy
el waf S o 3] o ¢ Adakl jobal! sis Jta 30y sie Uls
oldazyy Jolelly Logll pazst SA1 ol Y Wl 55 U b (U
SETE PR I

o i Tas b ks M (533 Wakal Wiy Sl eridl! Uia
$aad ) bl B e et 2 ) e dazas (/Y 0) LU
Josf oo it Sy ey o (¥) (F) (L) Laladl sl
il oy uﬁlejﬁmﬁuibmﬁiﬁi;wj

= 3



- VAR T pla Fe 8 () Y sl - R Ji S ot

b iy i

F = a value in LS, Doltars per metng ton of the orude ot of Guif of Suez
blend "F.O.B. Ras Shukheir". calculated by referring to "Platt’s
Qilpram Price Report "during a month sader the heading "Spot
Crude Price Assessment for Suez Blend". This value reflects the
fotal averages of the published high and low values for a bamel
during such month divided by the number of days in such month for
whiﬂ,ﬁ such vaines were gquoigd. The value per metric ton shall be
calculated on the basis of a conversion factor to be agreed upon

annually between EGPU and Conlracion.

H » the number of British Thermal Untts (HTU'.S) per thousand cubic feet
{MICF) of the Gas, based on the gross calorific value.

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

Such evaluation of Gas under a formula providing for a fifteen
pereent {15%) ﬁiﬁﬂﬂuﬁl 1s based ppon delivery at the delivery point
spéciﬁed in Article VII {&) (2) (ii), and is to enable EGPC to finance
and maintain the portions of the pipeime distribution system 1o be
provided by EGPC. |
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(i1) The LPG to which CONTRACTOR is zuatitled hereunder as Cost
Recovery Petroleum ("Cost Recovery LPG") and the LPG to
which CONTRACTOR is entitied by way of production sharing
pursuant to Article VII (b)(1}(1ii) that is produced from a plant
constructed and operated by or on behalf of BEGPC and
CONTRACTOR ("Production Sharing LPG") 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 CONTRACTQR)

o
PLPG = 095 PR -(J X 085 X— ")
4296 X 16°

Where:

PLPG = LPG price {separately determined for propane and butanmg) in
1J.8. Dolars per metric ton.

PR = the average over a period of a awonth of the figures representing the
mid-point between the high and low prices in U.S. Dollars per
metric ton quoted in "Platt’s LPGaswire" during such month for

propane and butane FO.B, Ex-Ref/Stor. West Mediterranean.

J = BTUV's removed from the Gas stream by the LG plant per metric ton
of LPG produced.

F = the same value as F under sub-paragaph (i) above,



sl b shar 12l Sl L O oty 0 pRE B e g
0 A e e W 8 g BT e el DA e
Lo Lin g . iy s el P0G 1]y i)t ezl
A S et ey o) e i gzl e 1
e e et P DN ety S o JT R
sabalt b s o (ol Tad e gl JHllly gl gacs
31 51 0igS 5ypdie soiman 3pas aie ddia Gy 5 AT el
A Y o G Uy (0] R i p Lzl ks
Tk b e g Jl ) e e Gl el A s
oS oz gl (oL mdty 0L 00 «LPG» LI Jy 2 ke

P R 7 «LPG» Bty 2 5l ',___..E_:H L s pre-ty

() L1330 b s2and gt TS kel iy ]
ALY}

o 0 «LPG» Jsbadt Jy <0t 5Ly 5L e Gabs - ¥
| ! s Y s e L
a3y S e g Yy G als il e ks — £
S dobidly gt s Logdy b o2 (i)« «LPG» L

il ! bl e o () daaldt 3Ll Lids gl o
- Snd Ll



¥

VAR Lo la P 8 () YY) il o By 0!

il P b ' il iyl

in the event thal Platt’s LPCaswire is issued on cortain days
during a maonth but not on othery, the value of PR shall be
calculated using only those issues which are published during
such month. in the ovent that the value of PR cannot be
Jetermined because Platt’s LPGaswire is not published at all
during a month, EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference (o other published sﬂﬂrﬁﬁ
in the event that there are no such other publishied sovrces or if
the vatug of PR cannot be determined pursuant 1o the foregoing
for any other reason, EGPC and CONTRACTOR. shall meet and

agree to the value of PR by reference to the value of LPG

_ {Propane and Butane) delivered F.OB.from the Modiierransan

Ares,

Such evaluation of LG is based epon delivery at the delivery
point specified in Articke VII &) 2 (i)

{iti} The prices of Gas and L.PG so calculated shall apply duning the

same month,

(v} The Cost Recovery and Production Sharing Gasg and the CTost

Recovery and Production sharing of LPG disposed of by EGPC
and CONTRACTOR other than to EGPC pursuant to Asticle VI
(e} shall be valued at their actual realised price.
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(d) Forecasts:

Operating Company shall prepare (not less than winety (9U) days
prior to the beginning of cach oolendar semester fﬂ%iuwiing reguiar
production} and furnish in writing o CONTRACTOR and BGPC
forecast setting out a total guantity of Petroleum that Operating Company
estimates can be produced, saved and iransported hereunder during susk

calendar semester in accordance with good o1l and gas industry practices.

Cperating Company shidl endeavoy o produce each culendar
sernester the forecast guantity. The Crude O4 shall be rup 10 storage
tariks ot offshore inading facilities constructed, maintained and aperated
according to Grovernment Regulations, by Operating Company in whigh
said Crude 0il shait be metered or otherwise measured for royally, and
the othet purposes required by this Agreement. Gas shal be handied by

{Operating Company in accordance with ke provisions of Articie Vil{e) .
{ey Pispositivn of Petroleum

(1) BGPC and CONTRACTOR shall have the night and the
obligation to separately take and dispose of, currently ail of the
Crude Oil to which gach is entitied under Articie VII (a) and
Articlte VI (). Subject to payment of sums due to BGPC under
Articie VII {(n) {2} and Articie IX, CONTRACTOR shall have
the right {o remit and/or retain abroad all funds acqumed by 8
including the proceeds from the sale of its share of Crude Ol

and/or Petroleum,
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Notwithstanding anything to th. contrary under this Agreement
priority shall be given 1o meet the requirements of the ARE.
market from CONTRACTOR s share under Article VII (b} of
the Crude Qil produced from the Area and EGPC shall have the
preferential right to purchase such Crude Oil at a price to he
determined pursuant to Article VII (c). The amount of Crude oil
so purchased shail De 3 portion of CONTRACTOR s share
under Article VII (b). Such amount shall be proportional to
CONTRACTOR s share of the total production of Crude Oi}
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 shali 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
ieast forty-five {43} days prior to the beginning of the calenday
semester, of the amount to be purchased during such semester
under thus Article VII (e} {1}

(2) With respect 1o Gas and LPG.procllucﬂd from the Area ;

{1} Priority shall be given to meet the requirements of the Iocal
market as determined by EGPC,

{11} In the event that EGPC i3 to be the buyer of Gas, the disposition
of Gas 1o the local market as indicated above shall be by virtue
of long term Gas Sales Agreements to be entered into between
BEGPU and CONTRACTOR (as scilers) and BGPC (as
buyer).The Gas Sales Agreement shall contain 4 minimum daily
contract quantily {calculated monthly) based on a production
profile quanity consistent with the full potential of the reservoir
(s} In accordance with internationa! engineering standards.,
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FOVC snd CONTRACTOR {ay selieryy sha have the obligation
to delvor Gos 1o the following poind where sach Qas shail be
s otered for sales. 1ovalty, and other purpeses required by this

Agreenwnt

{a In the cvent o LPG plant is consiructed {o process such gas, the
Foyyery potnt shall be a1 the flange conaecting the lease pipeline
toy the nearest pownt on the National Gas Pipelme Gnid System
depicied i Annex "EM horelg, o as otharwire agreed ny PGP
and COMTRACTOR,

t7; In ke event o LPC plant 5 oonsoracted e process such Gas,
st G sl for che purp we of valeation snoosades, be
retered  atr the indet to suen LPEY Plant. Poawaover,
Atwithgiasdng tin et that the inetering shall rake place W the
LG Piant fnfer, CONTRACTOR shali through the Operaning
Compuny Buiid o pipeling suitobhs Fol nanspeit G the processed
Gos from the 1L.PG Plant optler {o the nearest point on the
NMatiensal Une Pipeline £30d Systers as depicied in Aoney "EY,
necsto. Such pipoline shall by owned i acvordance with Articie
Vi a) by £GPO, and its cost shall be financed and recovered
by CONTRACTOR as Development Expenditures pursuant 1o
Article VIL

(i1} FUPC and CONTRACTOR shall consult together 10 detenmine
whether 1o build an LPG plant for recovering LPG from any Gas
produced hereunder, In the event BEGPC and CONTRACTOR
decide to build such a plant, the plant shall, as is appropriate be
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in the vicinity of the point of delivery as determined in Article
VIT {(e¥2¥ii) above Delivery of LPG for royalty and other
pirposes required by this Agreement shall be at the outlet of the
£.PG piant. The costs of any such LPG plant shasd be recoverable
in accordance with the provisions of this Agreement unless the
Mimster of Petroleun: agrees to acceleraiod rocovery.

(v BGPC {ss buyer) shall have the option to elect, by mnety {90)

days prior writien notice o BGPC and CONTRACTOR (23
sellers), whether pavment for the Gas which is subject to a Sales
Agreement between EGIC and CONTRACTOR (as sellers) and
BEGPC (a3 buyer) and LPG produced from & plant consimeted
and aperated by or on behalf of EGPC and CONTRACTOR, as
valued ir accordance with Article Vil (¢}, and to which
CONTRACTOR is entitied under the Cost Recovery and
Froduction Sharing Provisions of Article VI, shall be made {1}

inr cash or {2) in kind,

Fayments in cash shall be made by EGPC {as buyer} at intervaly
provided for in the relevant Gas Sajes Agraement in U.S,
Dioliars, remiitabie by CONTRACTOR abroad,

Pavments in kind shall be calculated by converting the value of
Cas and LPO to which CONTRACTOR is entitled nio
eruivalent barrels of Crude Qil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
0O1] 15 msufficient, Cmide Oif from CONTRACTOR s other
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contession areas or such other areas as may be agreed. Such
Crude Gif shall be added 1o the Cruds Gil that CONTRACTOR
s otherwise entitled o It under s Agrsement, Such
aqeivaient oarvols shall be calcplated on the Lasis of the
provisions of Article VI (¢} relaling to the valuation of Cost
Hecovery Crude Ol

Provided that:

{aa} Pavment of the value of Gas and LPG shall always be made
in cash o U8, Poilars remuttable by CONTRACTOR
abread to the extent that there i insuffictent Crude O
avuhiable for conversion as provided for above:

by Pavment of the value of Gas and LPG shall always be made
i xind as provided for above to the exient that payments
in cash are not mads by BEGPC.

Payments 1o CONTRACTOR {whether in cash or kind},
when related o CONTRACTOR’s {Cost Recovery
Petroleini, shall be included in CONTRACTOR s
Statoment of Recovery of Costs and of Cost Recovery
Petroleum referred o in Anicle IV of Annex "D of ihiy

Agreenent,

(v} Should EGPC (as buyery {&ll fo onler tuto a ong-erm Gas Sales
Agrezment with BOPO and CONTRACTOR {as sellers) within five
{5} veurs (unless otherwise agreed; from a notice of Commercial Gas
Discovery nugsuant to Article HY, BGPC and CONTRACTOR shall
have the right o wke and freely dispose of the quantity of Gas and
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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 subparagraph (v) may be freely
remitted andfor retained abroad by CONTRACTOR.

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

investment made.

{viii} {aa) Upon the expiration of the five (5) vear period {unless
otherwise agreed) referred to in Article VII (e)(2)(v),
CONTRACTOR shall have the obligation to exert ifs

reasonable efforts 1o find an export market for Gas reserves.

(bb} In the event, at the end of the five {5) vear period {unless
aotherwise agreed) referred 1o under Article VI {e}{23{(v),
CONTRACTOR and EGPC have not entered into a2 Gas Sales
Agreement, CONTRACTOR shali retain s rights to such Gas
reserves for a further period of vy to seven (7) years, subject to
Article VII (e)(2)(viii} (cc), during which period EGPC shall
attempt to find a marke! for the Gas reserves .

{cc) CONTRACTOR shall, at any time prior to the expiry of up to
such further seven (7} yvear period, surrender the Gas reserves,

if CONTRACTOR does not accept an offer from EGPC of a
Cras Sales Agreement within six {6) months from the date such
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ofter 15 made, provided, that v such Gas Sales Agreemient
affered o CONTRACYOR, the relevant technical and
aconomic factors to enable a comumercial contract are taken
into consideration, moluding

+ A satfwcent debivery iaig.

- Delivery pressure to enter the Nationa! Gas Pipeline Grid
Svstermn at a mutually accepied point of delivery.

-~ Pelivered Gas guality specifications not more siriagent
than those nmmposed or roncired for the National Gas
Pipeiine Grid Systeay; and.

« The Gas prices as specificd in this Agreement,

() In the event thay CONTRACTOR has not entersd into o Gag
Sales Agreemnent pursuart to Artichke VII {&) (2) or otherwise
found an ageeptable scheme for commercial disposal of such
Cias, ur the Ttme of the expirstion of twelve (I2) vears trorg
SLCONTRACTOR nofice of Commercinl Discovery of (as,
CONTRACTOR and EGPC suall consult cach other on the
disponition of the Gas rowerves in respect of which such natice
has beey ghvin,

(x)} CONTRACTOR shall nuot be obligated to surrender g
Desglopment {ease bused on g Commercisd Gay Piscovory, if
Cride Oif bays been discovered i conueercial guantiiies in the
same Deveiopment Lease.

{f} Operations ;

H following the reversion . RGPU of any rvights to Croade Of
hereunder, CONTRACTOR retains rnights to Gas in the same
Development Lease, or if, followimg smrender of rights 10 Gus
hereunder, CONTRACTOR retaing nights w Crude Oil in e same
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Development {ease, operations to expiore for ar exploit the Petroleym,
the rights to witich have reverted or been sarrepdered (51t or Gas as the
case may be) ruav only be carried cut by Operating Corapany whici: shail
act on behalf of EGPC alone, uniess CONTRACTOR and EGPC agree
otherwise.

{g} Tanker Scheduling @

At a reascnabie time prior to the cominencement of Commercial
Production EGPC and CONTRACTUR shall meet and agree upon 2
precedure for scheduling tanker Lifting from the agreed upon peint of
export.

ARTICLE VIil
TITLE TO ASSETS

(a) EGPC shall vecome the owner of all CONTRACTOR acqguird
and owned assets which assets were charged to Cost Recovery
by CONTRACTOR iu connection with the operations carried
out by CONTRACTOR or Operating Company 1 accordance
witi: the followsng -

(1) Land shatl becorne the property of EGPC as soon as it ig
purchased,

(23 Title to fixed and movable assets shall be trunsferred
sutomantcaily and gradually from CONTRACTOR o
EGPC as they become subject (0 recovery in accordapics
wiih the provisions of Article VI hiowever the [udl title to
fixed and movabie assets sball be transferred antomaticaily
from CONTRACTOR to EGPC when its (otal cost has been
recovered by CONTRACTOR in acoordance with the
provisions of Article VI or at the time of termination of
this Agreement with respect to ail assets chargeable to the
operations whether recovered or not, whichever first occurs,
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The Book Value of the assas created dunng cach catendar
quarter shall be communicated by CONTRACTOR 0
EGPC or by Operating Company to BGPO and
CONTERACTOR within thirty {307 davs of the end of each
GUATIET,

{by During the torm of this Agreement and the renewal pertod EGPC,
CONTRACTOR and Operaning Cumipany are Snbivied 10 the fuli
gse and enjovment of all fixed and movabie assets referred o
above i conncction with operationy hercunder or under any
other Petrcdeusn coneession agreement entered inle Oy the
partigs. “roper atcounting adinstment shall  omade
CONTRACTOR and EGPC shall niot dispose of the same except
with agreement of the other,

{0y CONTRACTOR and Operating Company inay {freely import inio
me A REL, use theretp gnd freely export at e end of such use
raachinery and equipment which thoy ciher rom ot lease i
accondance with good indasiny practices, mswlheding bat not
limited to the lease of compute - hardware and sofvwirs,

ARTICLE IX
BONUSES

{8} CONTRACTOR shall pay to EGPC as 2 signature Bomys the sum
of one mullion {1 O00.000) U.S. Dollars on the Bifective Daie.

{0} CONTRACTOR shall pay to EGPC the sum of two million
(2,000,000 ULS. Dollars 28 a production bonus when the tolad
average daily production from the Area {irst reaches the rate of
one hundred thousand (100,000) Bumrels per day for a period of
thirty (30) consecutive producing Jays. Payment will be made
within Oftecn 113) days thereafter,
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(c) CONTRACTOR shall also pay to EGPC the additional sum of

three million (3,000,000) U.S. Dollars as a production bonus
when the total average daily production from the Area first
reaches the rate of two hundred thousand (200,000) Barrels per
day for a period 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.

(e) In the event that EGPC elects to develop any part of the Area

pursuant to the sole risk provisions of Articie 1LI(c)(1v),
production from such sole risk Area shall be considered for the
purposes of this Article IX only if CONTRACTOR exercises its
option to share in such production, and only from the initial date

of sharing.

() Gas shall be taken into account for purposes of determining the

where :

total average daily production from the Area under Article IX
(b) and (c) by converting daily Gas delivered into equivalent
barrels of daily Crude Oil production in accordance with the

following formula :

MSCF x H x 0.136 = equivalent barrels of Crude Oil

MSCF = one thousand standard Cubic Feet of (ias.

t{ = the number of Million British Thermal Umits (BTU's)
per MSCF .
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ARTICLE X
OFFICE AND SERVICE OF NGTICKS

CONTRACTOR shall maintain an office in AR.E. af whicti aotices
shail be validly served.

The General Manager and Deputy Genersi Manager shall be
entrusied by CONTRACTOR with sufficient power fo carry out
tmsmedtately all local written directions grven o them by the
GOVERNMENT or its representatives under the terms of this
Agreement, All Tawful regulations issued or hereafter 10 be 1ssued which
are applicable hereunder and not in conthict with this Agreement shall
apply to the duties and activities of the Guneral Manager and Deputy
Cieneral Manager.

All matters and notices shall be deemed to be validiy served which
are delivered to the office of the General Manager Or which are sent 1o
him by registered mail to CONTRACTOR s office in the A R.E.

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

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a} Operating Company siali take all proper measures, according to
generally accepted methods in use n the o} and gas industry to
prevent 1oss or waste of petroleum above or under the ground in
any Tonm doring drilling, producing, pathering and distobuting
or storage operations. The GOVERNMENT has the right 1o
prevent any operation on any well that it might reasonably
expect would resuit in loss or damage 1o the well or the 01l or
{ias field.
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(b} Upon completion of the dnlling 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 1n instances where multiple producing formations in the
same well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple oil
bearing zones through one string of tubing at the same time,
except with the prior approval of the GOVERNMENT or its

representative, which shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its

‘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.

(¢) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting

Petroleum, gas bearing or fresh water strata.

Any substantial change of mechanical conditions .uf the well
after its completion shall be subject to the dpproval of the
representative of the GOVERNMENT.
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ARTICILE XII
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, and Operating Company shall be

permitted to import and shall be exempied from customs duties,
any taxes, levies or fees (including fees imposed by Minusterial
Decision No. 254 of 1993 issued by thg Minister of Finance, as
now or hereafter amended or substituied) of any nature {excent
wherg an actual service has been rendered 1o CONTRACTOR
by a computent authority), and from the importation ruies with
respect to the roportation of muchivnery, equipment, appliances,
materin:s, items, means of transport and transportation (ths
exemption fram taxes and duties for cars shali only apply to cars
0 be used inoperations), eleciric apphiances, air copditioners for
offices, fields housing and facilities, electronic appliances,
computer hardware and software, as well as spare paris required
for any of the imported items, all subject to a duly approved
certificate issued by the responsible representative nominated by
EGPC for such purpose, which states that the importied ilems are
requited for conducting {be operations pursuant {0 lhis
Agreement, Such certificate shall be final and binding and shall
attomatically result in the importation and the gxemption
without any further approval, delay or procedure.

{by Machinery, equipment, appliances and means of fransport and

transportation imported by BGPCs, CONTRACTOR's and
Operating Company’s contractors and sub-contractors
termporarily engaged m any aclivity pursuant to the operations
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(c)

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 imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any
nature (except where an actual service has been rendered to
CONTRACTOR by a competent authority), upon presentation
of a duly approved certificate 1ssued by an EGPC responsible
representative nominated by EGPC for such purpose which
states that the imported items are required for conducting the
operations pursuant to this Agreement. [tems(excluding cars
not to be used in operations) set out in Article XII (a) imported
by EGPC's, CONTRACTOR's and Operating Company's
contractors and sub-contractors for the aforesaid operations, in
order to be installed or used permanently or consumed, shall
meet the conditions for exempiion set forth in Article XII (a)
after being duly certified by an EGPC responsible representative
to be used for conducting operations pursuant to this Agreement.

The expatriate employees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations applicable in the A.R.E.
However, personal household goods and furniture (including
one (1) car) for each expatriate employee of CONTRACTOR
and/or Operating Company shall be cleared under the
"Témpofﬁ_ry Release System" (without payment of any customs
duties and Sther ancillary taxes) upon preseutation of a letter to
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e aprrerriaie Wastoms atithorities by CONTFACTOR or
Operating Cocpuny approved oy an EOHPT responsible
representative thui the imported items re imported for the <ole
uee o1 the evputnate eniployee d bis family, and thai sach
imported ttemrx shali be re-eoocte outside the A KLE. upon tlia

regatriation of the conceimn:d expatriae employee,

(d) Items umporicd into the AR E. whether exemnpt or not cxempt

frem customs duties and other cocillary toces and claeos
rereunder, tnay be expor.ed ov the unporting party at any fnne
atter ohainmz EGPC's aporoval, whoch approval shail not e
wareasonubly withheld, vitiioa: any ciport Jabes  caxes oo
charges or any taxes or charyges trom which such itemns husv o
oeen ulredy exempt, dein,: spplicable. Such ifeins may be sald
withia the AR ater ontuming ihe anproval of PGPC which
wpproval sball not be unreascnably wsehheld. In this event the
purchaser of suchk items shali pay ad applicatle customs canias
and other ancillary taxes and charges according to e conditrim
ng value of st.ch items and the ravirf apphcable on the date of
sale, unless such iteins have alredy been sold ro an Atfiliared
Company of {_ONTRKACTOR, it auy, or EGPC, naving the
sume exemptioa, o valesa title to such itents {excluding cars not

used in vperations), 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

marnneir,

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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{#) The exemption provided for in Arnticle X1 {3) shall not apply o
any imponted items when items of the same or substantially the
same kind and guality are manufactured locally, meeting
CONTRACTOR's andfor Qperating Company's spectficatious
for quality and safety and are avaifabie for timely purchase and
delivery in the A.R.E. at a price not higher than ten percent
{(10%) of the cost of the imported item, before customs duties

‘hut after freight and insurance cost , if any, have been added.

(Y CONTRACTOR, EGPC and their respective buyers shall have
the nght o freely export the Petroleum produced from the Area
parsuant to this Agreement. No license shall be reguired, and
such Petroleum shall be exempted from any customs duties, any
taxes levies or any other imposts in respect of the export of
Petroleun hercunder.

ARTICLE X1t
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) BGPC, CONTRACTOR and Operating Company shall each
maintain at their business offices in the AR.E. books of account,
in; accordance with e Accounting Procedure in Annex "D¥ and
accepled sccounting practices generally used in the petroleum
industry, and such other books and records as may be necessary
to show the work performed under this Agreement, including the
amount and wvalue of all Petroleum produced and saved
hereunder. CONTRACTOR and Operating Company shall keep
their books of gccount and accounting records in Umted States
Dolars.



VAR i e ¥ {t.;i.?i VY saadl - e My 4

'y,

2,,....5'&.&_,5;;&;%.,5 W_,?L_,&JJ U e Srdaally GEH AS ‘*Er,wj
ST, Ul adn aary . LIV ade | pdathi o Jadzndy peaidd 201
NSSTRRSA R A aladt padf Lde pisex Lgite REVR I FRINII
DS s Lkt 4T i Sondd by« sl g o gden ) gt g1

oaUladi 2 dnlaas gl Mii%@yhﬁ (.

ey i) el @eadly SLAN e 1oy Wil 380 S lled) 26 ()

REPICE SR ¢

R E D IS LI I WS PP TPV OPR TP PYE SPRVARY )

RPN SRR LA PNV R £ 5 B VR R TS WP PO

RO tFop R TQNESY ot PRSI PES |

Al A el i Eif e wit3 23 Kttt ) Dyl s
JPTINE EPRDRL.-GNFEPE-WE 5 1 FET VW ) § 1 TS 0% L JEWRI T PRNE SRR

e IR



Y

LALL ISUITS S Y P A RIFTPU IR ETRFY

" iyl

Operating Company shall furnish to the GOVERNMENT or its
representative monthly returns showing the amount o
Petroleum produced and saved hereunder. Such retusns shall be
prepared n the form required by the GOVERNMENT, or its
represeniative and shall be ﬂignﬂd by the General Manager or by
the Deputy General Manager or a duly designated deputy, and
delivered o the GOVERNMENT or its representative within
thirty (30} days after the end of the month covered in the return,

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

{c)

referred to above shal! be available at 28 reasonable times for
imspection by duly authorized representatives of the
GOVERNMENT,

CONTRACTOR shall submit to EGPC a Profit and Loss
Statement of 158 Tax Year not later than four {4} months after the
compmenc ot of the fonwwing o, Year vo sioy He ner oot
Or 1088 irom the Feucioum operutioas andey s Anresinent foy

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 X1V
RECORDS, REPORTS AND INSPECTION

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

all times while this Agreement is ia foree, maintain accurate and
current records of Hs operations in the Area. CONTRACTOR
and/or Operating Company shall furmush the GOVERNMENT or
its representative, in conformity with applicable regulations or
as the GOVERNMENT or its tepresentative may reasonably
require information and data congceming its operations under this
Agreement. Operating Company will perform the functions
indicated W this Article X1V in accordance with its role as
specified in Articic VL

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

for a reasonable period of iime a representative portion of each
sampie of cores and cullings taken from drilling wells, 1o be
disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT,
All samples acquired by CONTRACTOR and/or Operating
Company for their own purposes shal] be considered available
for inspection at any reasonabie time by the GOVERNMENT of

its representatives,

(¢} Linless otherwise agreed o by EGPC, in case of exporting any

rock samplies outside the A RE,, sampics equivaient in size and
fuality shall, before such exportation, be delivered 10 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 ather
Jata which must be processed or anaiyzed outside the A.R.E.
may be exported i a monitor or a comparabie rvecord, if
available, is mainzained in the A.R.E, and provided that such
exports shall be repatriated to the A.R.E. promptly following
spch processing or analysis on the understanding that they
belonz to EGPL.

(¢} During the perind CONTRACTOR is conducting the Exploration
operations, BEGPC s doly authorized represenintives or
erployees shall have the sight to full and complete access to the
Area at all reasonable times with the right 1o observe the
operations beitig conducied and to tuspect alf assets, records and
data kept by CONTRACTOR. EGPC's representative. in
£xerasing ity rights under the preceding sentence of this
paragraph (e), shall not interfere with CONTRACTOR's
operations. CONTRACTOR shall provide EGPC with copies of
any and all data (including, but not hmited 10, geological and
gaophysical reports, logs and well surveys) information and
interpretation of such data, and other information in
CONTRACTOR's pogsession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or HEGPU may, after the eleventh (11th) year of the
Exploration periad or the date of términition of this Agreement,
whichever is the eariier. show any other party uninterpreted
basic geaphysical a.l geological data (such data to be not less
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thay one {1) year old unless CONTRACTOR agrees fo a shonter
period, which agreement shall not be unreasconably withheld)
with respect 1o the Area, Provided that the GOVERNMENT
and/or EGPC may at any time show another party such data
directly obtained over or acquired from those parts of the Area
which CONTRACTOR has relinquished as long as such data ts
at least one {1) year old,

ARTICLEXY
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible m jaw
foward third parties for any damage caused by CONTRACTOR s
Exploration operations and shall indemnify the GOVERNMENT and/or
BGPC against all damages for which they may be held liable on account
of any such operations.

ARTICEE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access 1o the Area covered by this Agreement and {0 the operations
conducted thereon. Such representatives may examine the books,
registers and recards of BEGPO, CONTRACTOR and Operaling
Company and make a reasonable number of surveys, drawings and rests
for the purpose of enforcing this Agreement, They shall, for this purpose,
he entitled t0 make reasonable use of the machinery and instrumenis of
CONTRACTOR or Operating Company on the condition that no danger
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or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonabie
assistance by the agents and employees of CONTRACTOR or Operating
Company so that none of the activities shall endanger or hinder the safety
or efficiency of the operations. CONTRACTOR or Operating Company
shail offer such representatives all privileges and facilities accorded to 1S
own emplovess in the field and shall provide them, free of charge, the
use of regsonable office space and of adequately furnished housing witle
they are in the field for the purpose of facilitating the objectives of this
Agticle. Without prejudice to Article XIV (¢) any and all information
obtained by the GOVERNMENT or s representatives sndor this Articie
X VI shall be kept confidential with respect to the Area.

ARTICLE XVl
EMPLOYMENT RICGHTS ANMD TRAINING OF
ARAB REPUBYLAC i 8l ¥ ' FENSUNEL
{a) {1 is the desire of BEGPC and CONTRACTOH bhat operations
nereunder be conducted in 3 businese-like ano offiigsd nmubnen

*

(1) The expatriate siivedsrpative, professonas sl “oehinieal
personnel saopoved by CORTRACTOR or Operaing
Uncovany oo the oer el G G ewaractors for the
condact of the operations hercunder, shall be gramed a

t

residence as provided for in Loaw Noo 8Y of 1960 as
amended and Ministerial Qrder No. 280 of 1981 as
amended, and CONTRAUTGR sgrees that all immigration,
passport, v ceed coaptoymaent regalations of the ARE,
shall be applicable to ail alien employees of
CONTRACTOR working intne ARE
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(2} A minimum of twenty-five percent (25%) of the combined
salaries and wages of cach of the expatriate administrative,
professional and tlechnical porsonpel omployed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian Currency.

(b} CONTRACTOR and Operating Company shall each select its
empioyees and determine the number thereof. to be used for

operations hereunder.

{c} CONTRACTOR shall after consultation with BGPC, prepare and
carry out specialized training programs for all its A.R.E.
empioyees engaged in operations herenader with respect to
applicable aspects of the petroleum industry. CONTRACTOR
and Operating Company umdertake to replace gradually their
nonexecutive expatriate staff by qualified nationals as they are
availabie.

{d} During the period when contractor is conducting exploration
CONTRACTOR shall give mutually agreed numbers of PGPC
empioyees an epportunity to attend and participate m CON-
TRACTOR’s and CONTRACTOR's Affiliated Companie's
training programs relating 1o Exploration and Development op-
erations. In the event that the tofal cost of such programs i less
than fifty thousand (58,000 11 S. dollars in any Financial Year
during such period, CONTRACTOR shall pay EGPC ihe
amount of the shortfall within thirty (30) days following the end
of such Financial Year. However, EGPC shall have the right that
said armount fifty thousand {50,000} U.8. Dollars allocated for
trainiing, be paid directly to EGPC for such purpose.

{e} durmg the mnitial Tour {4) year Exploration period, CONTRAC-
TOR shall spend a sum of fifty thousand {50,000) {1.5.Dollars
on the environment researches and studies.
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ARYICLE ¥V
LAWS AND RREGULATIORS

(i} CONTRACTOR and Cperating Corxpany shall be sghiect to Law
Neo 66 of 1957 {oxclading Aodele 57 therent ) a8 amendis by
Law Hoo 86 of 955 and ihe regulations iswasd fov e
anndementaveon thergat, including the vegulations v she satr
and cfficiemt perfmomance of gperations camried out fov the
gxweniion of this Agrecmmns aud {06 the conservation o
puetrotewm resources of the ARE. provided that no rer sfajion:s,
or modification or interpretation thergof, shall be contrary 16 o

inconsistent with the provisions of this Agrecment,

(b} 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 ihe
GOVERNMENT or manicipalities including among others,
Sales Tax, Value Added Tax and taxes on the Exploration,
Development, extracting, producing, exporting or {ransporiing
of Petroleum and LP(r as well as any and all withholding taxes
that might otherwise be imposed on dividends, interest, technical
service fees, patent and trademark royalties, and similar items,
CONTRACTOR shall ¢t be exempted from any tax on the
tiquidation of CONTRACTOR or distributions of any income to
e starehalders of CONTRACTOR. and from any fax on

T
f.-q.l]..rl (YN
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(¢} The rights and obligations of EGPC and CONTRACTOR under,

and for the effective term of this Agreement, shall be govermed
by and in gegordance with the provisions of this Agresment and
can only he altered or amended by the written munsal agreement

of the said contracting parties.

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

Operating Company shail be subject to the provisions of thig
Agreement which affect them. Insofar as all regulations which
are duly iszned by the GOVERNMENT apply from time 1o time
and are not in accord with the provisions of this Agreement,
such regulations shali not apply to CONTRACTOR, Qperating
Company and theyr vespective contractors and sub-Coniractors,

as the case may be.

(¢} EGPC, CONTRACTOR, Operating Company and their

respective contractors and sub-contractors shall for the PUIDOSES
of this Agreement be exempted from all professional stamp
duties, imposts and iovies imposed by syndical laws with respect

1o their documents and actlivities hereunder,

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

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

it effect or hereafter amended or substituled,
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ARTICLE XIX
STABILIZATION

It case of changes in existing legislation or regulations applicable to
L conduct of Exploration, Development and production of Petrolenm,
which take place after the Effactive Date, and which significantly affect
the economic interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR's an obligation to
remit t0 the A.R.E., the proceeds from sales of CONTRﬁCTGﬁ'S
Petroleum, CONTRACTOR shall notify EGPC of the subject legisiative
or regulatory measure. In such case, the Parties shall negotiate possible
modifications to this Agreemnent designed 1o restare the economic

balance thereof which existed on the ¥Effective Date.

The Parties shall use their best efforts to agrze on amentoests o
this Agreement « 12 tipey {90 Jays frore aforesnad netice,

These amendieniy o i A rzmmenr shall nat oy 2veet Simosh
or increase the rights and obligations of CONTRAL L 105 ttmtse oo
agreed at the Effective Date.

Failng agreement befween the Parties during the period refemed 1o

above in this Article XIX, the dispute may be submitied to Arbitration,

as provided in Article XXIV .
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ARTICLE XX
RIGHT OF REQUISITION

{#) In case of national emergency due to war or immient
expectation of war or internal causes, the GOVERNMENT may
reguisition afi or part of the productior from the Area obtamed
hereunder and require QOperating Company {0 increase such
production to the utmost pessible maximum. The
GOVERNMENT may also reguisition the 01l or Gas field itself
and, if necessary, related facilities,

AT L la ¥ (b} YV siall = B ity ol

i Y v iiellimy

{t) 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, 1o express
their views with respect to such requisition.

{¢) The requisition of production shall be effected by Ministeria
Order. Any requisition of an Ot or Gas field, or any related
facilities shall be offected by a Presidential Decree duiy notfied
to BOPC and CONTRACTOR.

(d} In the event of any reguisition as provided above, the
GOVERNMENT shail indemnify in foll BEGPC and
CONTRACTOR for the period during which the requisition’ is
mainfained, mcluding:

(1) All damages which result from such requisition, and

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

production .

However, any damage resulting from enemy attack is not within the
meaning of this paragraph (d). Payment hercunder shall be wade wo
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be caleulated in accordatce

with Articie Vil {g).
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(a5 Meitier BOPC nor CONTRALTOR r.m'a asulgn 10 person, Hirm
oy coryrr dvion, nrwhnls o an par‘ any o7 S iy, privileges,

Gulics OF Thbgas s utder Lie Aprserment watbiout Q1o owinidies
comaent Of the ()N RRNIENT.

{5 T tiabje worddderation o b2 given 10 ey reguest for sson

s et et T — o S ™ i S
sty the Toliowige coiCaians must b fulfibed

1. The obligations of the assignor<deniving from this Agreemerit
must have been duly fulfilled as of the date such request 1s
made.

2. The instrument of assignment ‘must include provisions
stating precisely that the assignee is bound by all covenants
contained in this Agreement and any meodificaiions 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. |

(¢} Morwithstanding the provisions of Article XXlI(a),
DONTR e TR may assign eii or anv of its rights, privileges,
duticy or obhigations under this Agreement to an Affiliated
Company, provided that CONTRACTOR shall advise the
GOVERNMENT and EGPC in writing of the assignment.

(d) Any assignmﬂni, sale, transfer or other such conveyance @.ade
pursuant to the provisions of this Article XXI shall be rrec of
any transfer, capital gains taxes or related taxes, charges or fees
including without Jimitation, all Income Tax, Sales Tax. Value

1 ¥

adiad ek, vionp Ty, or OWeT 1528 o1 annihon Ry
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{e} As long as the assignor shall hold any mterest under this
Agreement, the assignor together with the assignee shall be
jointly and severally liable for all duties and obligations of
CONTRACTOR under this Agreerent,

ARTICLE XXI¥
BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this
Agreement by Order or Presidential Decree, with respect 0
CONTRACTOR in the following mstances:

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

2. If it assigns any interest hereunder contrary to the provisions
of Article XX

3. If it is adjudicated bankrapt by a court of competent
iurisdiction;

4. If it does not comply with zny final decision reached as the
result of court proceedings conducted under Asticle
NXTV {(a);

5. If it intentionally extracts any mineral other than Petroleum
not authorized by this Agreement or without the authority of
the GOVERNMENT, except such exiractions as may b
unavoidable as the result of the operations conducted
hereunder in accordance with accepted peiroloum mdustry
practice and which shall be notified to the GOVERNMENT
or its representative as soon as possible; and
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6. If it commits any matenial breach of this Agreement or of the
provisions of Law No. 66 of 1953 | as amended by Law No.
86 of 1956, which are not contradicted by the provisions of
this Agreement.

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

(b} If the GOVERNMENT deems that one of the aforesaid causes
( other than a force majeure cause referred to in Article XXIII)
exists to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally
servexd 0 CONTRACTOR’s General Manager in the legally
official manner and receipt of which is acknowledged by him
or by his jegal 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 Joumal of the
GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR. If at the end of the said ninety
(90) day notice period such cause has not been remedied and
removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid; provided however, that if
such cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, cancellation of
this Agreement shall be effective only against that party and not
as against the other party hereto.



VARN L e ¥ g () ¥V sutalf — T 5y 2

You

(g9 putaidle QUL BAL))

3 IURTY

e S 13] 4y e Gl el i s e 5] LY 0da gt
byl o ko i Lo 3gds b iliy 3 a0 5,5 e Leal Ll i Gy
= RN F PR e SR ES I PV NV VR oS g | V(PR N

AL N Oy sl e DG L 0 sl P ol 2033 )50 3

vadde am o aliall Gl Gy J Y i < G0 A hain 5

e ypmain eld 0,80 ol bty « ZSUEYI ada Gl 5s I Tl

S FEIN PO CRg | O TR T IR PRIX:

1 o rteally RO 0 o i GU i 05 Y 55001 5 5L ey ()

HPRK OO SR (L S W { ST RN @ X PRI SN I S I [N
R JPUSR SR T JCE S SN IO R NI P S B B
ey U':-*' ol o ol i 5l gleae o 3,8 G 51 ady < Liad &y
U o 3T e sl S Ly 3510 T Adlee Sl o] e el
S S ¢ Lgin sl o1 JpNikly gl il n Jind ] s e
YL ol ados o v sF 008 o Bty ¢ 085 ik LY 0as

Apdalt 2 sl et g T 1 Jylakly Lyl e




VeV

VAR L ple ¥ ia) T daadl = Las Ml 3y 2

ARTICLE XXIIi

FORCE MAJEURE

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

(b)

CONTRACTOR, or either of them of any obligation under this

‘Agreermnent shall be excused if, and to the extent that, such non-

performance or delay 1s caused by force majeure. The penod
of any such non-performance or delay, together with such
pcriﬂd as may be necessary for the restoration of any damage
done dﬁring 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 biock or blocks affected.

"Force Majeure”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the
GOVERNMENT, or the governtent of the United Kingdom or
Italy, with respect to CONTRACTOR whether promulgated in
the form of a law or otherwise or any act of God, insurrection,
riot, war, strike, and cother labour disturbance, fires, floods or
any éausn: not due to the fault or negligence of EGPC and
CONTRA;CTOR or either of them, whether or not similar to the
foregoing, provided that any such cause 15 beyond the

reasonable control of EGPC and CONTRACTOR, or either of

them.
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(¢) Withourt prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no
respoasibility whatsoever to EGPC and CONTRACTOR, or
either of them for any damages, restrictions or loss arising in
consequence of such case of force majeure c«cept a torce
majeure caused by the order, regulations or direction of the
GOVERNMENT .

(d) If the force majeure event occurs during the initial Exploration
period or any extension thereof and continues n effect tor a
period of six (6} months CONTRACTOR shall have the option
upon ninety (90) days prior written noiice 1o EGPC to 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 cor invalidity thereof, between
the GOVERNMENT and CONTRACTOR shall be referred to
the jurisdiction of the appropriate A. R. E. Courts and shall be
finally settled by such Courts.

(b) Any dispute, controversy or claim arising cut of or relating to this
Agreement, or breach, termination or invalidity thereof between
CONTRACTOR and SGPC shall be settled by arbitration in
accordance with the Arbitrgtion Rules of the Cairo Regional Center
for International Commercial Arbitration ( the Center ) in effect on
the daté of this Agreemeht. The award of the arbitrators shall be final
and binding on_the parties..

(c) The number of arbitrators shall be three .
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{d) Each party shall apooint one arbitrator, If, within thirty (30} days
after recetpt of the claimant's notification of the appointment of an
arbirator the respondent has not notified the claimant in writing of
the name of the arbifrator Be appoints, the claimant may request the

Ceniter to appomt the second arbitzator,

(e) The two arbitrators thus appeinted shaill choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty {30} days after the appointment of the secong arbitrator, the
two arbiirators have not agreed upon the choice of the presiding
arbitrator, then esther party may request the Secretary General of the
Permanent Court of Arbitratton at the Hague to designate the
appointing auathority. Such appointing authority shall appoint the
presiding arbitratos in the same way as a sole arbiirator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a3 person of a nationality
other than the ARE., or the United Kingdom or Itaiv, and of 2
country which has diplomatic relations with the A R.E., the United
Kingdom and Italy and who shall have no economic interest in the
oil business of the signatories hereto.

{f} Uniess otherwise agreed by the parties to the arbitration, the
arbilration, mcluding the making of the award, shai take place in
Cairo, A.R.E.

(g) Egyptian Law shall apply to the dispute except that in the event of
any conflict between Egyptian Laws and this Agreement the
provisions of this Agreement {ncluding the arbitration provision)
shall prevail. The arbitration shall be conducted in the English

Language.
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(h) BGPC and CONTRACTOR agree that if, for whatever reason,
arbitration in acgordance with the above procedure cannot take
place, or is likely to take place under circumstances for
CONTRACTOR which could projudice CONTRACLTOR's right to
fair arbitration, all disputes, controversies or claims arising ou: of or
relating to this Agreement or the breach, termination or invalidity
thereof shall be settied by arbitration in accordance with the
UNCITRAL Rales in effect on the Effective Date,

ARTICLE XXY
STATUS OF PARTIES

(a} The vights, duties, obligations amd liabilities in respect of EGPC and
CONTRACTOR nereunder shall be several and not jomt or
collective, it being understood that this  Agreerment shall not be
construed as constituting an association or corporation of
partnership.

{by Each CONTRACTOR menber shall be subjsct to the laws 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 enfirely held abroad
shall not be negotiable in the AR.E. and shall not be offered for
public subscription nor shall thev be subject to the stamp tax on
capital shares mor any fax or duty in the A. R. E. CONTRACTOR
shall be exempted from the application of Law No. 1539 of 1981 as
amended.

(c) All CONTRACTCGR MEMBERS shall be jointly and severally liable
for the performance of the obligations of CONTRACTOR under thus

Agreement.
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ARTICLE XXVI
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

contractors shall :

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

sub-contractors by more than ten percent (10%).

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

surance costs have been added.



RN Ll e Ve S Y sl - e TR A 1

e ialefeme

{ i ponitd g iulud? Bald! )

Uil
oStoe Lot gl jley LIV dn andi 6 o A1 2 Bl Wh o) ot i
IPR - J B PYFSS, [ BN DU I T SPINENEY S WL [0S Sopes
apeaidl g 35 I parr o pSIN Ladhae Gy il dant B3 et (35 5Ll dzng!
PN VPICPRFRIL g Y- R RPURY: SPRPIR P et
( gy peantiy Qaghlli Bald! }
e
STSEY SRR Y S 4 IS SO0 OO G0 JCCPPCRN | IS U P | B
3l ke kS e pead A bemmd s Loid R OLBY Mg R
bl b e Jas il o o e o84 Lo AUV 0de G g ¥ ()
vin con s 0 GLENT w8 G i Ll Lion Jod Canel g pidd] oo G o530
oSN tll b Dl aas B ey dlaiis Lpslalis coe S LSUTY
it o S 2l it rlaizanty ol pmiidly CAYE ¢ ] S g ]

B3 S e e BBV i i Wl (Y gl e B s



V1Y VRN Lo b ¥o 5 () ¥Y sl = L M B o]

- —

ARTICLE XXYVII
ARABIC TEXT

The Arabic version of thts Agreement shall, before the courts of the
A R.E. 3¢ referred to in construing or iaterpreting  this  Agreement;
orovided however, that In any arbitration pursuant to Article XXIV here-
dbD‘r’tt.:‘}E-tWEEI! LEPC and CONTRACTOR the English and Acabic ver-
sions shall bot, be refened to as having equal iorce in construing
or terpreiag the agrerment,

ARTICLE XXVIIl
GENEZ AL

(a) Toe 1eadings v titles to each of the Articl:s to this Arreement are

sclely [or the wonvenience ¢f the pasties hereto and shall net be ased

with respoet to the svgrpretation of said Articles.

(b} Tinthing in this Agrezment shall be consteusd as constituting uny
relaitonship to any patrolenm concession agreement herctofore
entered into by the parties and each of these agreements shall be
treated separately and tndependentiy in ail respects, including but not
udiited to rovaltizs, taxes and the computation of the net profits of
£EGPC, BRITISH GAS and EDISON respectively, except where ihis

Ageetnent expressly provides to the contrary.
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ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties
hereto uniess and until a iaw is issued by the competent authorities of the
A.R.E. authorizing the Minister of Petroleum to sign said Agreement and
giving this Agreement full force and effect of law notwithstanding

any countervailing governmental enactment, and the Agreement is signed

by the GCVERNMENT, EGPC, and CONTRACTOR.

BRITISH GAS EXPLORATION AND PRODUCTION LIMITED
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

FEGYPTIAN GENERAL PETROLEUM CORPORATION
AND

BRITISH GAS EXPLGRATION AND PRODUCTION LIMITED
AND
EDISON INTERNATIONAL S.p.A.
IN

NORTH RED SEA AREA "BLOCK 1"
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is an illustrative map at an approximate scale of
1:1,604,000 show:ing the Area covered and affected by this Agreement,

The Area measures approximately twelve thousand 12,000 square
kilometers.

it is to be noted that the delineation iines of the individual
Fxploration Blecks 11 Annex "B are intended to be only illustrative and
provisional and may not show accurately their true position in relation to
extsing monuments and geographical features. The Arsa is bounded by a

group of straight lines.
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Coordinates of the comer points of the Area ar¢ given in the
following table which forms an integral part of Annex "A".

POINT. *LATITUDE | LONGITUDE

No. | NORTH EAST

1 27° 320 poti 33° 54 oor
2 27° 270 60"} 33° 54° 00"
3| 27° 271t por| 3ac 24 66"
4 25° 57 Q0" 35° 12 00"

3 ’ £5° 87° 00" | RED SEA SHORE LINE

6 | 26° 37 00" | RED SEA SHORE LINE
7 26° 370 oo | 34° 04 ik
8 26°  56' 00" | 34° 04 00"
9 27° 98 0b" | 34° 00 agn
10 | 27 29 00" | 34° 00! oo
11 27° 27 o0 330 44 gp"

12 27° 327 e | 33° 39 ag "
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ANNEX "C"
CHARTER OF OPERATING COMPANY
ARTICLE1

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

The Comipany shall be subiect to all laws and regulations n force in
the A. R. E. to the extent that such laws and regulations are not
inconsistent with he provisions of this Charter and the Agreement

referred {0 beiow.
ARTICLE 11

The name of the 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 Mitister of Petroleum.

ARTICLE IIT

The Head Office of Qperating 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 requirted 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
Petroleumn operations in North Red Sea Area Block ! described therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Cemmercial Riscovery, pursuant
to Work Programs and Budgeis approved m accordance with the
Agreement.

Operating Company shall keep account of zll costs, expenses and
expenditures for such operations undes ihe terms of the Agreement and

Annex "D thereto.

Operating Company shall not engage in any business o undertakes
any activity teyond the performiznce of said operations uniess otherwise
agreed upon by EGPMC and CONTRACTOR.

ARTICLE V

The authorized capital of Operating Comparny 1s (wenty thousand
(2G,0C0) Egyptian Pounds divided 1nto five thousand (5,000} shares of
commen stock with a value of four (4) Egyptian Pounds per share

having equa! voting rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own,
throughout the hfe of Operating Comwpany, one half (1/2} of the capital
stock of Operating Company provided ti:at only in the eveni that eiiher
party should transfer or assign the whole or any percentage of its
ownership interest in the entirety of the Agreement, may such
transterring or assigning party transfer or assign any of the Capitat stock
of Operating Company and in that event, such trans{arring or assgning
party ( and ils successcrs and assignees) must transier and assign a stock
interest in Operating Company equal to the transferred or assigned whole
or percentage of ifs ownership interest in the entirety of the said

Agreement.
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ARTICLE V1

Operating Company shall not own any right, title, inferest or estate in
or under the Agreement or any Development Lease created thereunder or
in any of the Petroleum produced from amy Exploration Block or
Devealopment Lease thereunder or in any of the assets, 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

SOUTOE WRAISOeVer.
ARTICLE VIi

Operating Company shall be no more than an agent for EGPC and
CQNTR&E.T{}R* Whenever it is indicated herein that Operating
Cormpany shall decide, take action or make a proposal and the like, 1t 1s
understood that snch decision, or judgement is the result of the decision
or judgement of EGPC and CONTRACTOR or EGPC and
CONTRACTOR, as may be required by the Agreement.

ARTICLE VIII

Operating Company shall have a Board of Directors consisting of
cight (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 a3 Managing Ditector. CONTRACUTOR 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 tzken at such mectings must have
the affirmative vote of five (5) or more of the Directors; srovided,
however, that .ﬁny Director may be represented and vote by proxy held by

another Director.
ARTICLE X

General meetings of the Shareholders shall be vahd 1f a majority of
the capital stock of Operating Company is represented thereat. Any
decisions taken at such mectings must have the aifirmative vote of

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

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

thercto 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
1 Generzl Meeting of the Stiarcholders, in accordance with the provisions

of Article X hereof,
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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

the duration of the said Agreement incleding any renewal thereol.

Operating Company shail be wound up if the Agreement referred to

above is terminated for any reason as provided for therein,

BRITISH GAS EXPLORATION AND PRODUCTION LIMITED
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ANNEX "D
ACCOUNTING PROCEDURE
ARTICLE ]
GEMNERAL PROVISIONS

{2} Definifions ¢

The definitions contained in Article I of the Agreement shali apply to

this Accounting Procedure and have the same meanings.

(b} Statements of Activity ;

1. CONTRACTOR shall purseant to Article 1V of the Agreement,

and until the coming into existence of the Operating Company - 1n
accordance with Article VI of the Agreement render to EGPC
within thirty {(30) days of the end of each calendar quarter a
Statement of Exploration activity reflecting all charges and credits
related to the Exploration operations for that guarter summarized

by appropriate classifications indicative of the nature thergof.

. Following its coming into existence, Operating Company shall

repder to EGPC and CONTRACTOR within fifteen {15} days of
the end of each calendar quarter a Statement of Development and
Exploration activity refleciing all charges and crediis refated to
the Development and Exploration operations for that (uarter
sumumarized by appropriate classifications indicative of the nature

thereof except that items of controilable material and unusual

charges and credits shall be detailed.
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{c) Adjustments and Aupgdits :

1. Each guarterly Statement of Exploration activity purssant 1o
Article I (b) {1} shall conclusively be presumed 10 be tue and
cotrect after three (3) months following the receipt of sach
Statement by BGPC unless within the said three {3) months
EGPC takes written exception therelo pursuant 10 Article IV ()
of the Agreement. During said three (3} month period supporting
documents will be avaitable for inspection by EGPC doring ali
working hours, CONTRACTOR will have the same audit rights
on Operating Company Swtements as EGPC under thig
sub-paragraph.

2. All Statements of Development and Exploration Activity for any
calendar guarter pursuant to Article 1 (b) (2) shall conclhasively
‘be prasumed 1o be true and comrect three {3 months following
the receipt of such statemnent unless within the said three (3)
months period EGPC or CONTRACTOR tpkes writlen
exception therete, Pending expiration of said three (3} months
EGPC or CONTRACTOR or both of them shall Lave the right
1o andit Operating Company accounts, records and supporting
documents for such guarter in the same manner as provided in
Article IV () of the Agreement.

{d} Currency Exchange:

CONTRACTOR s books for Exploration and Operating Company’s
books for Development and Exploration, if any, shail be kept in the
ARE. in US. Doellars. All US, Doliar  expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
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chatl be copveriod 1o ULS. Dollars at the applicable rate of exchange
issued by the Centrzl Bank of Egypt en the firet vy ot the month In
which expenduauces are recoeded and all other non-US. Doliar
expenditures shall be tasslated to U5, Boltars at the buving rate of
exchange for such curreacy as quoted by Manunal Westmunster Bank
Limited, London ai 10.30 a wu. G.M.T., on the Tost day of the mon'th
in which expeaditures are tocvrded, A recort shall be kept of the
exciiunge rates used in traeslalits Puyptiare Joutds ar oiber

non-$9S, Dollar expenditures to €8, Boadtars,
(e} Provoderce of Docaments:

tq the event of sny iagonsistency o contlict beeween the provenns
of this  Accounting FPoocedure and we pirvisions of ihe Agreeri
treating the same subjest differently, tep the provisions ot e

Agreemaat shull prevarll,
(f3 Revision of Acconating Proceduye:

8y mutual agreement between BGPT and CONTRACTOR, Jus
Anconting Procudure roay be revised wn writing tromt tinue 0 Hime in

e el t of fulure arrngoments.

—

{g} Ne Charge for Interest on Investomnt:

Interest on investawent or any bank fees, charges Or COMMISSIONS
related to any bank guaraniees shall not at any time be charged as

recovernble costs under the Agreement.
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ARTICLE H
COSTS, EXPENSES AND E}(PENDITURES

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
Anicle VII of the Agreement:

{a} Surface Rights :

All direct cost aitributable to the acquisition, repowal or
refinquishment of surface rights acquired and maintained in force for
the Area.

(b) Labour and Related Costs ;

(1). Salaries and Wages of CONTRACTOR’s or Operating
C{}I;'lpﬂﬁ}"ﬂ employees, as the case may be, directly engaged n
the various activities under the Agreement including salaries and
wages paid to geologists and other crployees who are
ternporarily 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 accourst changes in CONTRACTOR's
policies and amendments of Laws applicable 1o salaries. For the
purpase of this Article I {(b) and of Article H {c}, salaries and
wages shall mean the assessable amounts for ARE. Income

taxes, including salaries during vacations and sick leaves, but
excluding all the amounits of the other items covered by the

percentage fixed under (2) below.
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(2) For expatriate employees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages.

2. Cost of established plans and

3. all travel and relocation costs of such expatriate employees
and their families to and from the employee’s country or
point of origin at the time of employment at the time of
separation or as a result of transfer from one location to
another and for vacation (transportation costs for employees
and their families transferring from the A.R.E. to another
location other than their 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
{0 seventy percent (70%) of salaries and wages paid for such
expatriate personnel whose fomilies are transferred to A.R.E.
and fifty-seven percent (57%}) 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 II (b) (1.),

Arucle II (1), Article I (k) (1) and Article IT (k) (3).

However, salartes 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:-

1. Housing and Ultilities Allowance.

2. Commodities and Services Allowance.

3. Special Renta! AHowance.

4. Vacation Transportation Aliowance.

5. Vacation Travel Expense Allﬁwance.

6. Vacation Excess Baggage Allowance.

7. Education Allowances {Children of Expatriate Employees).

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

9. Storage of Personal Effects.

10. Housing Refurbisnment Expense.
11, Property Management Service Fees.
12. Recreation Allowance.

13. Retirement Plan.

14. Group Life Insurance.

15. Group Medical Insurance.

16. Sickness and Disability.

17. Vacation Plans Paid (excluding Allowable vacation Travel

Expenses).
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£8. Savings Plan.

19. Educational Assistance.

20. Military Service Allowance,

21. F.LLA.

22. Woroman s Compensation.

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

25. Nattoaal Insurance.

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

The percentage onatlined above shall be reviewed at intervals of three
(3) years from the Effective Date and at such time CONTRACTOR
and BGPC will agree on new percentages to be used under this

parﬁgraph.

Revisions of the percentages will take int2 consideratioi: 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 possibie
CONTRACTOR’s actual costs of ali its established allaowances and
benefits and of personnel transfers.

{3) For expatriate emuloyees 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 intermational policies. Such costs shall not
include any administraitve overhead other than what is mentioned

in Article 1 (k) (2).
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{4) Costs of expendrture or contributions made pursuant to law or
assessment imposed by govermmmental authority which are
applicable to labour cost of salaries and wages as provided under
Aricle 11 (b) (1), Article II (b)(2), Article II (i), Article I (k) (1)
and Article II (k) (3).

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

Bunuscs, overtime, customary allowances and benefits on a
basis similar to that prevailing for oil companies operating in the
A.R.E., all as chargeable under Article II (b) (1), Article II (i),
Article II (k) (1) and Article II (k) (3). Severance pay will be charged
at a fixed rate applied to payrolls which will equal an amount

equivalent to the maximum liability for severance payment as

required under the A.R.E. Labour Law.
(d) Material

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

(1) Purchases:

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

and after deduction of all discounts actually received.
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(2) ate_rial Furnished hy CONTRACTOR:

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

1. New Maertal (Cendition "A'™

New Muterial transterred from CONTRACITOR's or CON-
TRACTOR's Affihiated Companie's warehous2 or other propet-

tics shiall be priced at cost, provided that the cost of material

supplied is no kigher than international prices for material of

similar guality supplied on similar terms, prevailing at the time

such material was supplied.

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

a) Material which is in sound and serviceable condition and i1s

suitable for reuse without reconditicning shall be classed as
Condition *'Is" and priced at seventy - five percent (73%) of
the price of new material.

Material which cannot be classibed as Condition "B" but
which is serviccable for original function but substantially
not suitable for reconditioning, shall be classed as Condition
"C'" and priced at ﬁfijr percent (50%) of the price of new

materizal.

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

it5 use.

d) Tanks, buildings and other equipment involving erection

costs shall be charged at applicable psreentage of knocked-
down new price.,
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{3; Warranty of Materials Fornished by CONTRACTOR:

CONTRACTOR does not warrant the material furnished bevond
ot back of the dealer’s or manufacturer’s guaranty, and i case
of defective material, credit shall not be recovded unmtil
adjustment has been received by CONTRACTOR from

manufaciorers or thelr agents.
{e} Transportatiorn and Emplovee Relocation Costs @

{1} Transporiation of eguipmesnt, materials and supplies necessary
for the conduct of CONTRACTOR s or Operating Company’s
activitios,

{2} Business travel, and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard o
expairiate and national employees, as incurred and paid by, or
tor, employees in the conduct of CONTRAUTOR's or
Operating Company’s business.

(3} Employees transportation and relocation costs for national
employees o the extent covered by established policies.

{fy Services

{1} Dutside services, The costs of contracts for consultants, services
and atlilities procured from thivd parties.

{2} Cost of gservices 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 interpreting
magnetic apes and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or their Affiliated
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Companies at an agreed contracted price. Major projects
involving engineering and design services shall be performed by
EGPC andtor CONTRACTOR or their Affiliated Companies at
a nepotiated conTac smount.

(33 Use of ZGPC s, CONTRACTOR s Or their Affilisted Companiey’
whaiy owned equipmernt shall be charged at a rental rate
Commensyrate with the cost of ownership and operation, but not
inzxeess of competitive rates curzently prevailing i the A RE

i CONTRACTOR s and CONTRACTOR's Affitined Compunies®
rates shail ot inchude any administrative or overhead costs other
than what s mentioned in Axticle I (k) (2).

() Damages and Losses

All costs or expenses, necessary to replace or repair damages or
lasses incurred by five, flocd, storm, theft, accident or any ¢ther
oause not controliable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall fumish EGPC and CONTRACTOR
wriller notice of Jdamapes or tossey incurred in excess of len
thoussad (30,0005 ULS. Deilars  per occurrence, as soon as
practicable sfier report ¢f the same has been received by
CONTRACTOR or Operating Company.

{&} Inserance and Clatms ¢

The cost o anny public Hahility, property damage and other msurance
against {tabilities of CONTRACTOR, Operating Company andfor
the parties or anv of them 0 ther employess andfor outsiders as may
e required by the laws, rules and regulations of the
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GOVERNMENT or as the parties may agree upon. The proceeds of

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

a claim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good international oil field practices, all related aciual expenditures
incurred and paid by CONTRACTOR or Operating Company 1n
settlement of any and all losses, claims, damages, judgments 2nd any

other expenses, including legal services.

(i) Indirect Expenses :

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

indirectly serving the Area.
(J) Legal Expenses :

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Arza, 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 agawnst any action or claim prosecuted or urged against the
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operations or the subject muittet of (ke Agreement. In the event
actions or claims affecting the intorests herennder shall be bandled
by the legal staft of one nr mote of tie parties herelo, a charge
commensurate with cost of proviiing aad fumishing such seroces

muay be made to operations.
(%) Administrative Qverkead and General Expenses :

(1} While CONTRACTOR is conducting Exploration Operations,
the cost of staffing and rraintaining CONTRACTOKR 5 head
oifice in the ARL., and/or other offices sstahlizshed in the
AR.E. as appropriate, other than ficld offices which will be
charged a3 provided in Article I (i) and excepting salaries of
emplovees of CONTRACTOR who are tempotartly assigned o
and directly serving on the Arca, which will be chargad as

nrovided In Articls I (b).

(2} CONTRACTOR’s administrative overhead ouiside the AR.E.
applicable to the ARE. Exploration operation dunng that peri-
od shall be charged cach month at the rate of five percent (5%}
of tota! Fxploration expenditures, provided that no administra-
tive overhicad of fur CONTRACTOR outzide the ARE. apph-
cable o the ARE. Exptoration operation will be charged whilz
Exploration activities are being conducted foilowing the forma-
tiann of the Operating Company. No other direct charges as
such tor CONTRACTOR s adnunistrative overheard oulside the

ARE.
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will be applied against the Exploraticn obligations. Examples of
the type of costs CONTRACTOR s incurring and charging here-
under due 1o activities under the Agreement and covered by said
percentage are |

1. Executive - Time of executive officers.
4, Treasury - Financiai and exchange prohlems,
3. Purchasing - Procuriag materiais, equipment and supphies.

4, EBxoloration and Production - directing, advising and
controlling the entire project,

§. Other derartments such as legal, controdlers and  engineering
~ which ¢ wribute fime, knowiledge and caperienceiothe
cperations.

The foregoing does not preclude charging for dirget service under
Articie IT (5 {2).

(3) While Operating Company is conducting operations, Operating
Company’s personnel engaged in generai clerical and office
waork, supervisors and officers whose time is generally spent in
the main office and not the field, and all employees generally
considered as general and administrative and nol charged to
other types »f expense will be charged to operations. Such
expenses shall be allocated each month between Exploration and
Development gperations according to sound and practicable
accounting methods.

{1} Taxes:
All taxes, duties or levies paid in the A.R.E. by CONTRACTGR

or Operating Company with respect to this Agreement other
than those covered by Ariicle Ii (g} (1) of the Agreement.
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(1) Continuing CONTRACTOR Cests :

Costs of CONTRACTCOR activities required under tire Agreement
and incurred exclusively in the A RE. after Operating Company 8
formed. No sales expenses inqurred outside or mside the AR may

ke recovered 28 o COSL
(1) CQtlier Expenditares |

Aty costs, expenses o expenditures, other than those wnich are
covered and dealt with by the forsgoing srovisions of this Aruele L,
incurred by CONTRACTOR or Operating Company under approved
Work Prograrns aad Budgers,

ARTICLE (i1
INVENTORIES
(4} Periodic Inventeories, Notice and Representation:

At reasonable intervals as agreed upon by EGFO and
CONTRACTOR inventories shali be taken hy Operating Company
cf the cperations muaterials, which sha'l include all such mutenal,
physical assets and construction projects. Written notice of intentiun
to take inventory shall be giver by Operating Company o EGPU and
CONTRATEGR at fenst ibizty (30 days belore any Inveniory 13
begin so thut EGPL and CONTRAUTOR may be represeanted whey
any inventory is taken, Faiture of BDGPC andior CONTRACTOR 1o
be represented at an ipventory shall bind them (o dccept the
inventery taken by Operating Company, who shall 1n that event

furnish the party aot represeuied with 2 copy thersol,
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(b} Reconciliation and Adjustment of Inventories :

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

ARTICILE IV
COST RECOVERY
{a} Statements of Recavery of Costs and of Cost Recovery Petrolenm:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
reder 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 catendar quarter a
Statement for that quarter showing !

1. Recoverable costs carried forward from the previous quarter, if any,
2, Recoverable costs cumed and paid duning the quarter,
3. Total recoverable costs for the quarter {1} + (2}

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

5. Amount of costs recovered for the guarter,

&, Amount of recoverable costs carrted into the siucceeding yuarter, if

ALY

1. Excess, i any, of the value of Cost Recovery Petroleum taken
and separately disposed -of by CONTRACTOR over cosis
recovered for the quarter.
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(b} Paymendts :

¥ such statement shows an amount due RGPC, payment of tha
amount shall be mada in U.S. Dollars by FONTRACTOR with the
rendition of such statement. If CONTRACTOR fails to make any
such paym;ﬁn‘f to BGPC on the date when such payment 5 due, then
CONTRACTOR shall pay intergst of two and one half percent
{2.5%) per annum higher than the London Interbank Borrowing
{Offered Rare (LIBOR) for three {33 months ULS. Dollars deposits
prevailing ;:rn the date such interest is calculated. Such mierest

paﬁﬁant shail not be tecoverable,
{c} Settlement ef Excess Cost Recavery Pelrgioum ¢

EGPC has the night to take its entitlement to the Excess Cost
Recovery Petroleum under Article VII (a) (2) of the Agreement in
kind during the said guarter. A setticrnent shall be required with the
rendition of such Statement i EﬂﬁTE CONTRACTOR has taken tnore

than s own entitiemen? of such Excess .
fd} Audit Right !

EGPC shall have a period of twelve (12) manths from receipt of any
statemient under this Article IV in which to audit and raisc chiection
to any such statement. BGPC and CONTRAUTOR shali agree on
atly required adjustments, Supporting documents and accounts wili

o avatabie o EGPC during said twelve (12) month period,
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS
{s} Exploration Obligation Control Acconnt ;

CONTRACTOR will establish an Exploration Obligation Conirol
Account and an offsetting contra account to control therein the toial
amount of Exploration Expenditures reported on Statements of
Activity prepared per Article 1 {b) (1), less any reductions agreed to
by EGPC and CONTRACTOR f{oliowing writien exceptions faken
by 2 Non-Operator pursuant 10 Article § (¢} {1}, in order to dotenmine
when sainimum Explovation Obligations have been met.

{b} Cost Recovery Control Account :

CONTRACTOR will sstablish a Cost Recovery Control Acoount
and an offsetiing contra account & control therein the amonnt of cost
remating 1o be recovered, i any, the amount of cost recovered and
the valie of Excess Cost Recovery Petrolenm, if any.

{¢} Major Acvounts :

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, ¢xpenses
and expenditures shall be recorded in major accounts including the
following :

- Exploration Expenditures

- Development Exgenditures other than Operating Expenses
- Operating Expenses
Necessary sub-accounts shall be used.

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

1t is understood thal CONTRACTOR shail be subect W Egyplian
tneome Tax Laws, except as otherwise provided i the Agreement,
that any A.R.E. Income Taxes paid by BOPC on CONTRATITOR s
behalf constitute additional income o CONTRACTOR, and thns
additional income is also subject to A.RE. income tax, that is
"grossed up'l

CONTRACTOR s annual income, os delermined in Articie 1 (g}
2} of the Agreement, less the amount equal to CONTRACTOR s
grossed-up Egyptian income tax lability, shall be COMTRACTOR'S
“Provisional Income”.

The "gross-up vaiue” is an amount added o Provisional Income to
give "Tarable Income”, such that the Gross-Up Value 1 cguivalent
to the AR, Income Taxes.

THEREFORE

- Taxable Income = Provisional fnoome Plus Gross-up Value
And

Gross-up Value = A RE, income Tax op Taxable Income.

1F s YA R B incame Tax raie”, which means the eifective or
corposite tax rate due to the various ARE. taxes levied on income
of profits, is constant and not dependent on the ievel of mcoms, then;

Grossup Value = ARE. 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 a decimal.

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

Value is equal to :

$10x 0.4 $ 6.67
1 -04 7
Therefore : |
Provisional income 10.00
PLUS Gross - Up Value 6.67
Taxable Income : 16.67
Less : A.R.E. Income Taxes at 40% 6.67

CONTRACTOR's income after taxes 10.00
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