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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
. EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
~ _AND .
GUJARAT STATE PETROLEUM CORPORATION LIMITED
AND
GEOGLOBAL RESOURCES (BARBADOS) INC.
AND
ALK(}R PETROO LIMITED
IN.
NORTH HAP' Y OFFSHORE AREA
MEDITERRANEAN SEA
ARE.

This Agreement made and entered on this —-- day of --~—200 , by and
between the ARAB REPUBLIC OF EGYPT (bereinafter referred to
variously as the "ARE." or as the "GOVERNMENT"}, the EGYPTIAN
NATURAL GAS HOLDING COMPANY , & legal entity created by the
Prime Minister Decree No. 1{X)9 of 2001, as amended, and according to Law
No. 203 of 199}, as amended (hemsinafter referred to as "EGAS"),
GUJARAT STATE PETROLEUM CORPORATION LIMITED a limited
fiability company orgamizét! and existing under the laws of India (hereinafter
referred to as "GSPC"), GEOGLOBAL RESOURCES (BARBADQS) INC.
a himited hﬁbﬁity company organized and existing under the laws of
Barbados (haremaftcr referred to as "GGR") and ALKOR PETROO
LIMITED a limited liability company organized and existing under the laws
of India Gwreinafler refeived to as "ALKOR™). GSPC, GGR and ALKOR
shall be heremafter I'Ef&l‘l’ﬁd to collectively. as "CONTRACTOR"” and
individually as "Contractor Member®.
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WITNESSETH
WHEREAS, all minerals, inciuding Petroleum, existing in mines and
quarries i the AR.E,, including its territorial waters, and in the seabed
subject to its jurisdiction and extending beyond its territorial waters, are
the property of the State; and
WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the Explumnnn and exploitation of Petroleum in and
throughout the Area referred to in Article 11, and described in Annex "A"
and shown approximately on Annex "B", which are attached hereto and
made part hereof’ (hereinafier referred to as the "Area”); and
WHEREAS GSPC, GGR -and ALKOR, . agree to undertake their
obligations provided hereinafter as CONTRACTOR with respect to the
Exploration, Development and production of Petrolemm in NORTH HAP' Y
OFFSHORE Area, MEDITERRANEAN Sea; and
WHEREAS, the. GOVERNMENT hereby desires to grant such
concession pursuant to this Agreement; and |
WHEREAS, the Minister of Petroleurn, pursuant to the provisions of
Law No. 86 of 1956 as amended, may enter into & concession agreement
with EGAS, and with GSPC, GGR and ALKOR as a CONTRACTOR 1n
the said Area. | |
NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE}
DEFINITIONS
(a) "Affiliated Company” means a company:
() of which the share capital, conferring & majonity of voies at,
stockholders’ meetings of such cnmpany is owned directly ot
indirectly by a panty hereto; or
(i) which is the owner directly or indirectly of share capital
cunferﬁnghai majority of votes at stockholders’ meetings of a
party hereto; or
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(i11) 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,

(b) "Agreement” means this Concession Agreement and its Annexes.

- (c) "A.R.E." means the Arab Republic of Egypt.

(d) "Barrel" shall consist of forty-two (42) Uﬁited States gallons, liquid
measure, corrected to a temperature of sixty degrees Fahrenheit
(60°F) at atmospheric pressui'e_ of 14.696 PSIA .

(e) "Brent Priba" means the simple a_rithm_eﬁc average of the monthly
average price of the Mid of Platts Prices Dated Brent for six (6)
months (t-1, t—Z, t-3, t-4, t-5, t-—6) immediately preceding the month
of delivery of the snld._Gas expressed m U.S Dnllars!BaﬁrreL "Dated
Brent” mcaﬁs the pricé kas-ses._?.ment: in US$/bbl (calcuiatdd using the
average of the meﬁn of ti'ne daily hiéhs ﬁnd lows of Brent
quotations) as published:'in Platts Crude Oil Market wire report.

‘(f) “BTU“'(British .'II‘hennal Unit) means the amount of energy required
to raise the temperature of ene (1) pound of pure water by one (1)
degree Fahrenheit  from -sixty degrees Fahrenheit (60°F) to
sixty-one degrees Fahrenheit (61°F) at a constant pressure of
14.696 PSIA.

(g) "Calendar Year" means a period of twelve ( 12 ) months from

1% January to 31% December according to the Gregorian calendar.
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(h} "Commercial Gas Well" means the first well on any geological

feature which, after testing for a period of not more than thirty (30)
consecutive days, where practical, but in any event in accordance
with sound and accepted industry production practices and verified
by EGAS, is found to be capable of producing at the average rate of
not less than fifteen million (15000000) Standard Cubic Feet of
Gés pa:; day {SCFPD}. The date of discovery of a Commercial Gas
Well is the date on which such well is tested and completed
mnrﬂing to the above.

(1) "Commercial Oil Well” means the first well on any geological feature
which, after testing for a pericd of nuﬁ more than thirty (30)
consecutive days, wheie practical, but in any event in accordance
with sound and accepted industry production practices and verified
by EGAS, is found to be capable of producing at the average rate of
not less than three thousand (3000) Barrels of Oil per day (BOPD).
The date of discovery of a Commercial Oil Well is the date on
which such well is tested and completed accnrdmg to the above.

(1) "Commercial Production” means Petroleum pmduce.d and savad for
regular shipment or delivery, as may be apphcable for Qil or Gas,

(k) "Commercial Production Commencement” means the date on which
the first regular shipent of Crude O#t or the firstregular deliveries
of (zas are made.

() "CONTRACTOR" could be one pr mare companies (each company to
be individually referred to as a "CONTRACTOR Member™). Unless
mﬂdlﬁ&d in accordance with Article XXI herein, CONTRACTQOR
under thm Agreement shall mean GSPC. GGR and ALKOR.
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(m) "Development” includes, without limitation, all the dpc'raﬁuns and
activities pursuant to approved Work Programs and Budgets under
this Agreement with respect to: |
(i) .drilling, plugging, deepening, side tracking, re-drilling,
completion and equipping of development wells, and the
change of a w_e,ll status; and |

(i) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and nperﬁte said developrnent
wells, taking, saving, treatment, handling, storage, transportation
and delivery of Petroleum, re-pressuring, recycling and other
secondary recovery projects, replacement of assets or a part of
an asset, additions, improvements, renewals major overhauling
that extend the life of the asset; and |

(iii) transportation, storage and any other work or activities
necessary or ancillary to the activities specified

in (i) and (ii) above.

(n} "Development Block™ means an area the corner points of which have
to be coincident with one (1) nnnutc hy one (l) mmutc latitude and
longitude divisions accnrdmg to the Intematmnal Cﬂurdmates Grid
System, where possible, or with *fhp exlstmg boundaties of the Area
¢overed by this Concession Agreement as set out in Annex "A",

(0) "Development Lease(s)” means the area that COVErs one Or IMore
Development. Block(s) covering the geological structure capable of
production, the comer points of which have. to be coincident. with
latitude and logitude divisions according to the International
Cunrdmates Grid System, where posmble or with the existing
boundaries of the Area covered by this Concession Agreement as
set out in Annex "A".
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(p) "Effnctive Date" meaﬁs. the date on which the text of thislﬁg_reemer‘it
is signed by the GOVERNMENT, EGAS and CONTRACTOR,
after the relevant Law is issued. |

(qQ) "EG ' means the Egyptian Generai Petroleum Corporation, a legal
e.ntlty created by Law No. 167 of 1958, as amended.

(x) "Explnratmn includes such geological, geophysical, aerial and other
surveys. as may be contained in the approved Exploration Work
Programs and Bu‘dgets, and the drilling of shot holes, core holes,
stratigraphic tests, holes for the discnvé;y of Petroleum or the
appraisai of Petroleum discoveries and other related holes and
WEllS and the purchase or acquisition of such supphas materials,
services and equipment therefore, all as may be contained in the
approved Work Programs and Budgets. The verb “explore” means
the act of conducting Exploration. '

(s) "Exploration Block" means an area the corner points of which are
coincident Wwith three (3) minutes by three (3) mimutes latitude and
longitude divisions according to the International Coordinates Grid
System, where passible, or with the existing boundanes of the Area
covered by this Concession Agreement as set out in Amrmex "A".

(t} "Financial Year” means the GOVERNMENT's financial Year
according to the laws and regulations of the A RE. . |

(u) "Gas" means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in-the Area
(other than Liqud Crude Oil) and all ﬁon-hydrocarbon substances
therein. Said term shall include residual gas, that gas remaining
after removal of LPG.
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(v) "Gas Sales Agreement” means a written agreement entered into
pursuant to Article VII{e) between EGAS and CONTRACTOR (as
sellers) and EGAS and/or a ihird party agreed upon by EGAS (as
buyers), which contains the terms and conditions for (as sales
from a Development Lease.

(w) "Joint Venture Company” is a company to be formed in accordance
with Article VI and Annex "D" of this Agreement.

(x) "Liquid Crude Oil” or "Crude Oil" or "Oil" means any hydrocarbon
produced from the Area which is in a liguid state at the wellhead or
lease separators or which is extracted from the Gas or casinghead
Gas in a plant. Such liquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.696 PSIA. Such
term includes distillate and condensate.

(y) "LNG" means Liquefied Natural Gas.

(z) "LPG" means liquefied Petroleum Gas, which is a mixture principally
of butane and propane liquefied by pressure and temperature.
(aa) "Operator” means CONTRACTOR (if it is one company) or

one of the CONTRACTOR Members (if they are more than
one company), as the case may be, appointéd by them to be
the entity to which, from which and in' whose name" all
notifications related to orin connection with this Concession
Agreement shall be made. CONTRACTOR shall notify the
name of the Operator to EGAS.

(bb) "Petroleum” means Liquid Crude Oi! of various densities,
asphalt,  Gas, -casinghead Gas and all other hydrocarbon
substances that may be found in, and [iroduced or othérwise
obtained and saved from the Area under- this Agmcment and
all substances that may be extracted there from.
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(cc) “Standard Cubic Foot (SCF)" is the amount of {as necessary
to fill one (1) cubic foot of space at atmospheric pressure of
14.696 PSIA at a base temperature of sixty degrees
Fahrenheit (60°F).

{c‘iﬁ} "Tax Year" means the period of twelve (12) months according
to the Jaws and regulations of the AR.E "

{es) "Year” means a period of twelve (12} months accopding to the
Gregorian calendar,

ARTICIE IT
ANNEXES TO THE AGREEMENT

Annex “A" is a description of the Arca covered and affecteqd by this
Apreement, hereinafter referred 1o as the "Area”.

Arnex "B"™ is a provisional illustrative map on the scale of
approximately {1; 1000000} indicating the Area covered and affected by
this Agreement and described in Annex "A”.

Annex "C" is the form of a Bank Letter of Guarantee to be submitted
by CONTRACTOR to EGAS one (1) day before the time of signature by
the Minister of Petroleum of this Agreement, for the sum of one hundred
fifty million 11.S. Dollars {$ 150000000) to guarantee the execution of
CONTRACTOR's minimum Exploration obligations hereunder for the
initial four (4) Years Exploration period. In case CONTRACTOR exiends
the initial Exploration period for one (1) or two (2) additional periods,
cach of three (3) Years respectively, in accordance with Article ITt (b) of
this Agresment, similar Letters of Guarantes shall be issued and be
submitted by CONTRACTOR on the day the CONTRALTOR exercises
its option to extend. The first such Letter of Guarantee which is related to
the first extension Exploration period shall be for the sum of ninety
adllion US: Dollars (§ 90000000), and the second such Letter of
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Guarantee which is related to the second extension Exploration period
shall be for the som of eighty five milliog U.S. Dollars (3 35000000),
less in both instances any excess exnenditures incurred in the preceding
Exploration period pemiittéﬁ for carry forward in accordance with
Article TV (b) i:hird paragraph of this Agreement and approved by EGAS,
Each of the thres {3) 'i@iterﬁ of Guafr_anzaﬂ: shail remamn effective for six
{6) mﬁnths'aﬁé:r the end of the relevant ﬁxplﬁratiﬂn period for which it
has been issued, except as it may be ﬁxpmaﬁ pnﬂr to that iime m
accordance with the terms thereof.

Annex "D is the form of a Charter of the Joint Venture Cﬁmpany to be
formed as provided for in Article Vi hereof.

Annex "E" is the Accounting Procedure,

Annex “F" 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 EGAS aad CONTRACTOR under a Gas Ssles
Agreement, which point of delivery shall be located- at the flange
connectihg the Development Lease pipeline to the nearest point on the
National. Gas: Pipeline Grid System as depicted in Annex 'F', or as
otherwise agresd by EGAS and CONTRACTOR,

If Gas 13 disposed of for export; the peint of delivery shall be agreed by
EGAS and CONTRACTOR.

Annexes "A", "B", "C", "D", "E" and *F" to this Agreement ar¢ hereby
made part hereof, . agd they shall be considered as baving equal force and

effect with the provisions of this Agreement.



YooV R s ¥V () 6 Y0 suall = Ko Jia ) ¥R

(G2 Bithnstd)
B9 9mmnia] it
o ke 1y Ll JyLally ooy LY 0in i LaySUL1 pui
by iy Slagadlly yopatld Lisy ellsy o "o 5 1" puiiodll 3 i eyl Zeilect
PR VPSS PESRP NI EENR RO IENCTi | 1% SV FCORE [ P o0 (S PR BT
iy VA0Y Zid WA o, oW W] e ]

5 5551 ¢y L ke o gostin b o gond Jhe o Gty daySibl bl (1)
gl 2l LS g a0 (/N ) B 5 mtir iy L
o) Sbaa ¥l hace U5 i 1) Tl 5,55 o 8T il o g Laizndly
ylalt L ey Wy Lpaiasy 35001 dn ol Jummnssy . (s
il ety Yoz @3 Hlzel SN uloma] b e o3 3 Y

(eint 3 Dl {2 0 Solyiar (£ Tings] Lk Camall Byl 3,5 T ()
(F) &N Lagr JS The 1id N1 o 3 200 ppedmDhze (V) opuabizal Jylill
S JUanl st o Jobill JLit Jo ol aldd o Jlyal e Olyin
s SUsY1 Ling ¢ o (I abaay SV Jo Lags (Y ) S0y G
e 03 b ¢ A 35U Samdl 325 2L 55T YV ide S L
AR VL PRPPORN Sy PRIV TSNS LI SR E A3 MU 5 JF VP
i LY e x5, el e KUY sia ey w32l
LU b Sl )l GLaa 5l sl o\ LA i o3, o) 03]
G| 3lel) Uy s guns Lot (Sl 3,30 oo (V) ¥ elad] S
ot gl W) iyl by (L] okl il e 3 Yy (1)
N L....s,_,u,.,.L_u_,: Sl 3,5 Aoy Lo 0,150 () 3,24
Ldglid) Ll s



¥ Y oy ¥ () sl YO sall = de S5y

ARTICLE II
GRANT OF RIGHTS AND TERM
The GOVERNMENT hereby grants EGAS and CONTRACTOR, subject
to the terms, covenants and condi.ons set out in this Agreement, which
insofar as they may be contrary to or inconsistent with any provisions of
Law No. 66 of 1953, as amended, shall have the force of law, an
exclusive concession in and to the Area described in Annexes "A" and "B".
(a) The GOVERNMENT shall own and be entitled to, as hereinafter
prqﬁdcd, 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 Dcvclapment period (mciudmg its extension, if any).
Said myalty shall be borne and paid by EGAS and shall not be the
obligation of CONTRACTOR. The payment of royalties by EGAS
shall not be deemed to result in an income attributable to the
CONTRACTOR. |
(b} An initial Exploration penod of four (4) Years shall start from the
Effectwg Date. Two (2) successwe_ extensions to the initial
Explurati&h‘peﬁqd, each of three (3) Years respectively, shall be
granted to CONTRACTOR at its option, upon written notice given
to EGAS not less than thirty (30) days prior to the end of the then
current Exploration periad, as may be extended pursuant to the
provisions of Article V(a), and subject only t¢ CONTRACTOR
having fulfilled its obligations hereunder for that period. This
Agreement shall be tsmuna;cd if neither a Cnmmcrclal Oil
Discovery nor a Commercial Gas [ﬁ‘scuvary is established by the
end of the tenth (10%) Year of the Explnratlnn period, as rhay be
extended -pursuant to-Asticls *V@)- The electiomr-by EGAS: to
undertake a sole risk venture under. patagfaph-.-{-c) balow shall
neither extend the Exploratian perrod nor affect the termination.of
this Agreement as to CONTRACTOR,
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(c) Commercial Discovery:

(i) A "Commercial Discovery” - whether of Oil or Gas - may
consist of one (1) producing reservoir or a group of producing
reservoirs which is worthy of being developed cnmmermally

After discovery of a Commercial Oil or Gas Well,
CONTRACTOR shall, unless otherwise agreed upon with
EGAS, undertake as part of its Exploration program the
appraiSal of the discovery by drilling one (1) or more appraisal
wells, to determine whether such discovery is worthy of being

developed cummemlally, taking into consideration the
recoverable reserves, production, pipeline and terminal facilities
required, estimated Petroleumn prices, and all other relevant
technical and economic factors. |

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

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

Gas, unless otherwise specified.

(iii) CONTRACTOR shall give notice of a Commercial Dlscnvcry
to EGAS immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development but
in any event, with respect to a Commercial Oil Well, not later
than thirty (30) days following the completion of " the second
appraisal well or twelve (12) months following the date of the
discovery of the Commercial Oil Well, whichever 18 earlier; or
with respect to a Commercial Gas Well, not later than twenty
four (24) months following the daté of the discovery of the
Commercial- Gas Well (anless EGAS agrees-to extend -such
period); éxcept that CONTRACTOR shall also have the right
to give such noticé of Commercial Discovery with respect to
any reservoir or reservoirs even if the well(s) thereon are not
commercial within the definition of Commercial Qil or Gas
Well if, in its opinion, a reservoir or a group of reservoirs,
considered collectively, could be worthy of commercial
development.
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CONTRACUTOR may also give a notice of a Commercial Oil
Discovery in the event it wishes to andertake a Gas recycling
A notice of Commercial Gas Discovery -shall contain af}
detailed particulars of the discovery, and especially the Area
contaming recoverabie reserves, the estimated production
potential and profile , field life, Gas analysis, the required
prpelme and production facilities, estimated Petroleum prices,
and al] other relevant technical and economic factors (umless
otherwise agreed upon by EGAS).

Within  sixty (60) days from receipt of a notice of 3
Commerciall Ol or  Gas Discovery, EGAS and
CONTRACTOR shall start meeting and reviewing together all
appropriate data with a view to mutually agree upon the
existence of a Commerviat Discovery as soon as possible. The
date of Commercial Discovery shall be the date EGAS and
CONTRACTOR jointly sgree in writing that-a Comumercial
Discovery does exigt.

{w)IfCrm{}ﬁ mi}aﬁis discovered but :snatdﬁermhg
CONTRACTOR to be & Commercial Oil or Gas Discovery
under the above provisions of this paragraph (¢), EGAS shall
one {1) month after the expiration of the periad specified
above within which CONTRACTOR can give notice of &
Commercial Ol or Gas Discovery, or thirteen {13} months
aﬁcrﬁmaémyleﬁanafﬁwﬂimmsi&mdm&a
Commercial Qi Well or tw::nty five (25) mnnthﬂ after the
completion of ‘4 well not considered to be a Commercial Gas
Well, have the right, following sixty (60) days written notice to
CONTRACTOR, at its sole cost, risk and expense, (o develop,
produce and dispose of all Crude Ol or Gas from the
geological feature on which the well has been drilled. Said
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notice shall state the specific area covering said geological
feature to be developed, the wells to be drilled, the production
facilities to be installed and EGAS' estimated cost thereof.
Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such area as
hereunder provided for in the case of Commercial Discovery.
In such event all terms of this Agreement shall continue to
apply to the specified area.

- If CONTRACTOR elects not to develop such area, the

specific area covering said geological feature shall be set
aside for sole risk operations by EGAS, such area to be
mutually agreed upon by EGAS and CONTRACTOR on the
basis of good Petroleum industry practice. EGAS shall be
entitled to perform or, in the event the Joint Venture
Company has come into existence, to have the Joint
Venture Company perform such operations for the account
of EGAS and at EGAS' sole cost, risk and expense. When
EGAS has recovered from the Petroleum produced from
such specific area a quantity of Petroleum equal in value to
three hundred percent (300%) of the cost it has incurred in
carrying out the sole risk operations, CONTRACTOR shall
have the option, only in the event that there has been a
separate Commercial Qil or Gas Discovery, elsewhere
within the Area, to share in further Development and
production of that specific area upon paying EGAS one
hundred percent (100%) of such costs incurred by EGAS.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such
payment, the specific area shall either (i) revert to the status
of an ordinary Development Lease under this Agreement
and thereafter shall be operated in accordance with the
terms hereof; or (ii) altematively, in the event that at such
time EGAS or its Affiliated Company is conducting
Development operations in the area at its sole expense and
EGAS elects to continue operating. the area shail remain set
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aside and CONTRACTOR shall only be entitled to its
production sharing percentages of the Crude Qil or Gas as
specified in Arnticle VII(b). The sole risk Crude Ol or Gas
shall be valued in the manner provided for in Article Vii{c).
In the event of any termination of this Agreement under the
provisions of Article (b}, this Agreement shall, however,
‘continue to apply to EGAS' operation of any sole risk

venture hereunder, although this Agreement shall have been
terminated with respect to CONTRACTOR pursuant to the
provisions of Article ITI(b).

(d) Conversion to a Development Lease:

{i)} Following a Commercial Discovery of Ol or Gas, the extent of
the whole area capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGAS
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area shall then be converted
aufomatically into a Development Lease without the issue of
any additional legal instrument or permission.

(1) Following the conversion of an area into a Development Lease
based on a Commercial Gas Discovery {or upon the discovery
of Gas in a Development Lease granted following a
Commercial Oil Discovery), EGAS and CONTRACTOR shail
endeavor with diligence to find adequate markets capable of
ghsorbing the production -of Gas. With respect to the local
market EGAS shall advise CONTRACTOR if EGAS requires
such Gas for the local market, and the expected annual

“schedule of demand for such Gss. Thereafter, EGAS and
CONTRACTOR shall meet with a view to assessing whether
the outlets for such Gas and other relevant factors warrant the
PDevelopment and production of the Gas and, in case of
agreement, the CGas thus made available shail be disposed of to
EGAS under a long-term Gas Sales Agreement in accordance
with amd subject to the conditions set forth in Anticle ViL
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(iii) The Development period of each Development Lease shall be
as follows;
(aa) In respect of a Commercial Qil Discnve:ry, twenty (20) Years

(bb)

from the date of such Commercial Qil Discovery plus the
Extension, Period {as defined below); provided that, if
after the conversion of a Commercial Oil Discovery into
a Development Lease, Gas is discovered i the same
Development Lease ard is used or is capabie of being

‘useqt locatly or for export hereunder, the period of the

Developient Lease shall be extended only with respect
to such Gas, LPG extracted from such Gas and Crude Oil
in. the form of condensate produced with such Gas for
twenty (20), Years from the date of first. deliveries of
quantities of Gas locally ﬂr for export plus the Extension
Period (as defined below): pmwdﬁd that the {Iumﬂun of
stich Developrient Lease based on & Commercial 'Oil
Discovery shall not be extended beyond thirty five (35}
Years from the date of such Commercial Oil Discovery.

CONTRACTOR shall immediately notify EGAS of any

‘Gas discovery but shall not be required ‘to apply for a

new Developipent Lease in respect of such Gas.

In respect of 4 Commercial Gas Discovery, twenty (20)
Years from the date of first deliveries of Gas locally or
for export plus the Extension Period (as &ﬁnﬁd below);
provided that, if after the Conversion of a Commercial
Gas Discovéry intow Déveldpment Lease, Crude Oil is
discovered i the mDemlcplmntLﬂm CONTRACTQR's
share of stich Crude Ofl from the Developmeént Lease
texcept LPGrextracted from Gas or Crude-Oil in the form
of condensate produoed--with Gas) and Gas associated

- with such Crude Ofi shall revert entirgly 1o EHGAS ypon

the expiry of twenty (20) Years from the date of such
Crude Oil Commercial Discovery plus the Extension
Period {85 defined below).
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Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based

~ on a Commercial Gas Discovery shall in no case exceed
thirty-five (35) Years from the date of such Cnmmerc:i al
Gas Discovery.

CONTRACTOR shall immediately notify EGAS of any
~ Crude Qil discovery but shall not be required to apply for
a new Development Lease in respect of such Crude Qil.

(cc) The notification to EGAS of the discovery of Gas in a
" Development Lease based on Commercial Oil
Discovery, or vice versa; should .include all technical
information mentioned in Article III{c){(i) and (ii1) above.
(dd) The " Extension Period" shall mean a period of five (3)
Years which may be elected by CONTRACTOR upon
six (6) months prior written request sent by
CONTRACTOR to EGAS prior to the expiry of the
relevant twenty (20) Years period supplemented by
technical studies, including the evaluation of production
period, the expected levels of production during the
Extension Period, CONTRACTOR's obligations and
relevant economic considerations. The Extension Period

is subject to the approval of the Minister of Petroleum.

(¢) Development operations shall, upon the issuance of a Development
Lease granted following a Commercial Oil Discovery, be started
promptly by the Joint Venture Company and conducted
accordance with good Petroleum fields’ ;n'at:ucesalﬂamcpdeetmlaJm
engineering principles, until the fiekd is considered to be fully
developed. It is understood that if associated Gas is not utilized,
EGAS 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 Oil in rcgulat; shipments
is established from any Development Block in any Development
Lease within four (4) Years from the date of the Commercial Oil
Discovery, such Development Block shall immediately be
relinquished, unless it is sharing in production with another
Commercial Oil or Gas Discovery in the same Development Lease.
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Upon the issuance of a Development Lease granted following a
Commercial Gas Discovery, Development operations in respect of
Gas and Crude Qil in the form of condensate or LPG to be
produced with or extracted from such Gag shall, upon the signature
of 2 Gas Sales Agrc&ment. or commencement of a scheme fo
dispose of the Gas, whether for export 45 referred to in Article VII
or otherwise, be staried pfﬂmpﬂ}f by the Joint Venture Company

‘and be conducted in accordance with good gas field practices and

accepted Petroleum engineering principles and the provisions of
such agreement or scheme. |

In the event no Commercial Production of Gas is established in
accordance with such Gas Sales Agreement or scheme, the
ﬁcﬁei{}pment Lease relating to such Gas shaﬁ be relinquished,
unless otherwise agreed upon by EGAS,

In the event no Commercial Production of Gas in regular deliveries
is established from any Development Block in any Development
i.ease within four (4) Years from the date of the first Gas deiiveries
either locally or fur export, such Development Blmk shall
:mmcdlataly be relinquished, unkess it is sharing in production with
another Commercial Oil or Gas I)tscﬂvm in the same
Development Lease.

Each Development Block ina Development Lease being parily
within the radius of drainage of any producing well in such
{}evéieﬁmcnt lease shall be considered as participating in the

Commercial Production referred to above.
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If, upon application by CONTRACTOR, it is recognized by EGAS
that Crude Qil or Gas is being drained from an Exploration Block
under this Agreement into.a Development Block on an adjoining

~concession area held by the same CONTRACTOR or another

contractor(s), such Exploration Block being drained shall & be
considered as participating in the Commercial Production of the
Development Block in question and the Exploration Block being
drained shall be converted into a Deyrelupmeﬁt Lease with the

~ensuing allocation of costs and production (calculated from the

Effective Date or the date such drainage occurs, whichever is later)
between the two concession areas. The allocation of such costs and
production under each concession agreement shall be in the same
portion that the recoverable reserves in the drained geological
structure underiying each concession area bears to the total
recoverable reserves of such structure underlying both concession
areas. The production allocated to a concession area shall be priced
according to the concession agreement covering that concession area.
In case of failure by the CONTRACTOR or the contractor(s) in
each concession area to agree on the allocation of costs and /or
production for such separate Development Leases under each
concession area, such disagreement shall be resolved by expert
determination, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the right to
interfere and induce the CONTRACTOR and contractor(s) in each
concession area to fully cooperate and resolve the drainage matter
in expedient manner as per the expert decision, such that neither
contractor shall be unjustifiably enriched. The cost of the expert
shall in no event be recovered in both concessions.
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(f CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement,
but such costs and expenses shall not include any interest on
investment. CONTRACTOR shall look only to the Petroleum to
which it is entitled under this Agreement to recover such costs and
expenses. Such ¢osts and expenses shall be recoverable as provided
in Article VH. During the term of this Agreement, the total
production achieved in the conduct of such operations shall be
divided between EGAS and CONTRACTOR in accordance with
the provisions of Article VII. |

(g} {1} Unless otherwise provided, CONTRACTOR shall be subject to

Egyptian income tax laws in A.R.E. and shall comply with the
requirements of such laws with respect to the filing of returns,
the assessmuent of tax, and keeping and showing of books and
records.

(2) CONTRACTOR shall be liable to prepare the income tax retum
statement. CONTRACTOR shall submit the tax retun
statement to EGAS at least twenty five (25) days prior to the
due date of submitting thereof to the tax authority. EGAS shall
have the right to review the tax return staicment in order to
approve the tax calculation therein. EGAS shall provide
comments on such tax return statement within fifteen (15) days
of the date of receiving the tax return Sstatement from
CONTRACTOR. dn any case CONTRACTOR shali be
responsible for submitting the tax return statement to the tax
authority within the legal due date.

(3) CONTRACTOR's annual income for Egyptian income tax in
AR.E, purposes under this ﬁgm:zmm shall be an amount
caiculated as-follows:

The total of the sums received by CONTRACTOR from the
sale. or other disposition of all Petroleum acquired by
CONTRACTOR pursuant to Article VII(a) and (b);
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Reduced by :
(i) The costs and expenses of CONTRACTOR; and

(ii) The value as determined according to Article VII(c), of
EGAS' share of the Excess Cost Recovery Petroleum to be
paid to EGAS in cash or in kind, if any;

- plus:

An amount equal to CONTRACTOR's Egyptian income taxes in

- A.R.E. grossed-up in the manner shown in Article VI of Annex

(4)

)

WEH
For purposes of above mentioned tax deductions in any Tax
Year, Article VII(a) shall apply only in respect of classification
of costs and expenses and rates of amortization, without regard
to the percentage limitation referred to in the first paragraph of
Article VII{a)(1). All costs and expenses of CONTRACTOR in
conducting the operations under this Agreement which are not
controfled by Article VII(a) as above qualified shall be
deductible in accordance with the provisions of the Egyptlan
Income Tax Law.

EGAS shall assume, pay and discharge, in the name and on
behalf of CONTRACTOR, CONTRACTOR's Egyptian income
tax in ARE. out of EGAS' share of the Petroleum produced
and saved and not used in opérations under Article VII. All taxes
‘paid by EGAS in the name and on behalf of CONTRACTOR
shall be considered as income to CONTRACTOR.

EGAS shall furnish to CONTRACTOR the proper official
receipts evidencing the paymerit of CONTRACTOR's Egyptian
income tax in A.R.E. for each Tax Year within ninety (90) days
following the receipt by EGAS of CONTRACTOR's income

tax return statement for the preceding Tax Year. Such receipts
shall be issued by the proper tax authorities and shall state the
armount and other particulars that are customary for such receipts.
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(6)

(7)

As used herein, Egyptian Income Tax in AR.E. shall be

‘inclusive of all income taxes payable in the A.R.E. (including

tax on tax) such as the tax on income from movable capital and
the tax on profits from commerce and industry and inclusive of

taxes based on income or profits, including all dividends,

‘withholding with respect to shareholders and other taxes

imposed by the GOVERNMENT of A.R.E. on the distribution
of income or profits by CONTRACTOR.

In calculating it's income taxes in A.R.E., EGAS shall be entitled
to deduct all royaliies paid by EGAS to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGAS
on CONTRACTOR's behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder

not later than six (6) months from the Effecti ve Date. Not later
than the end of the thirtieth (30'") month from the Effective Date,
CONTRACTOR shall start Exploration drilling operations in the
Area; provided that CONTRACTOR shall acquire two thousand
five hundred square kilometers (2500 km2) 3D seismic program
and drill six (6) exploratory wells during the initial Exploration
period. EGAS shall make available for CONTRACTOR's use all
seiérnic, wells and other Hpimﬁnﬁ data with mspeél to the Area
as BGAS is entitled to do so.
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(b) The initial Exploration period shall be of four (4) Years.
CONTRACTOR may exiend this Exploration period for one
(1) or two (2) successive extension periods of three (3) Years
for the first exiension and three {3) Years for the. second
extension, m accordance with Article I (b}, each of which
upon at least thirty (30) days prior written notice to EGAS, subject
to _CGN’TR&CTOR*S fulfillment of its minimum bxploration

obligations hereunder for the then current Exploration pertod.

CONTRACTOR shall spend a minimum of one hundred and
fifty million U.S. Dollars ($150000000) on Exploration
operations and activities related thereto, during the initial four
{4) Years Bxploration period; provided that CONTRACTOR
shall acquire two thousand five hundred square Kilometers
(2500 km?) 3D seismic program and drill six (6) exploratory
wells during the initiai four (4) Years Exploration penod. For
the first three (3) Years extension period that CONTRACTOR
elects to extend beyond the initial Exploration period,
CONTRACTOR shall aiso spend a minimum of ninety million
U.S. Dollars ($ 90000000), provided that CONTRACTOR
shall acquire one thousand five hundred square kilometers
(1500 km?) 3D seismic program and drill four (4) exploratory
wells. For the second three (3) Years extension period that
CONTRACTOR elects to extend beyond the three (3) Years
first extension period, CONTRACTOR shall also spend a
minimum of eighty five million- U.S. Dollars ($ §5000000),
provided that CONTRACTOR shall conduct technical studies
and drill four {4} exploratory wells.
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Should - CONTRACTOR spend more than the minimum-
amount required to be expended or drill more wells than the
minimum required to be drilied during the initial four (4) Years
Exploration period, or during any Exploration period
thereafter, the excess may be subtracted from the minimum
“amount of money required {o be expended by CONTRACTOR
or minimum number of wells required to be drilled by
CONTRACTOR during any succeeding Exploration period(s),
 as the case may be.

In case CONTRACTOR surrenders its Exploration rights under
this Agreement as set forth above before or at the end of the
fourth (4“’) Year of the initial Exploration period, having
expended less than the total sum of one hundred and fifty
million U.S. Dollars ($ 150000000) on Exploration
operations, or in the event that at the end of the fourth (4“1)
Year of the initial Exploration period, CONTRACTOR has
expended less than said sum in the Area, an amount equal to
the difference between the said one hundred and fifty million
U).S. Dollars ($ 150000000) and the amount actually spent on
Exploration and approved by EGAS shall be paid by
CONTRACTOR to EGAS at the time of surrendering or within
six (6) months from the end of the fourth (4“‘} Year of the
initial Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any additional
Exploration period for the reasons stated above shall similarly
result in & payment by CONTRACTOR to EGAS of such
deficiency. Provided that this Agreement is stili in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such payments as Exploration expenditure in the manner
provided for under Article VII in the event of Commercial
Production.
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Without prejudice to Article III(b), in case no Commercial Qil
Discovery is established or no notice of Commercial Gas
Discovery is given by the end of the tenth (109 Year, as may
be extended pursuant to Article V(a), or in case
CONTRACTOR surrenders the Area under this Agreement
prior to such time, EGAS shali not bear any of the aforesaid
expenses spent by CONTRACTOR.

(c) At least four (4) months prior to the beginning of each Financial
Year or at such other times as may mutually be agreed to by
EGAS and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program and Budget for the Area setting
forth the Exploration operations which CONTRACTOR
proposes to carry out during the ensuing Year. |
The Exploration Work Program and Budget shall be reviewed
by a joint committee to be established by EGAS and
CONTRACTOR after the Effective Date of this Agreement,
This committee, hereinafter referred to as the "Exploration
Advisory Committee”, shall consist of six (6) members, three
(3) of whom shall be appointed by EGAS and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGAS among the members
appointed by it. The Exploration Advisory Committee shall’
review and give such advice as it deems appropnate with
respect to the proposed Exploration Work Program and
Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions and
submit the Exploration Work Program and Budget to EGAS
for 1ts approval.

Following such approval, it is further agreed that:

(i) CONTRACTOR shall neither substantially revise or modify
said Exploration Work Program and Budget nor reduce
the approved budgeted expenditure without the approval

of EGAS;
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(u) In the event of emergencies involving danger of loss of
lives or property or damage to the environment,
CONTRACTOR may expend such additional unbudgeted
amounts as may be required to alleviate such danger or
damage. Such expenditure shall be considerdd in all
aspects as Exploration expenditure and recovered
pursuant to the provisions of Article VII hereof.

{d) C{)NIRA(.TI‘(}R shall advance afl necessary funds for all

materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and

Budget, and EGAS shall not be responsible to bear or repay

any of the aforesaid costs,

(e} CONTRACTOR shall be responsible for the preparation and

performance of the Exploration Work Program and Budget
which shall be implemented in a workmanlike manner and
consistent with good Petroleum industry praclices.

All geological and geophysical studies as well as any other
studies related to the performance of this Agreement shall be
made in the A_R.E., except as is appropriate for the specialized
geophysical, geological, engineering and development studies
thereon, that may be made in specialized centers outside the
AR.E., subject to BGAS' approval, |

CONTRACTOR shall -entrust the management of Exploration
operations in the A.R.E. to its technically competent General
Manager and Deputy General Manager. The names of such
General Manager and Deputy General Manager shall, upon
appointment, be forthwith notified to the GOVERNMENT and
to EGAS. The General Manager and, in his absence, the

Deputy General Manager shall be entrusted by CONTRACTOR

with suffictent powers to carry out immediately all lawiful
written directiofs given to them by the GOVERNMENT or its
representative under the terms of this Agreement. All lawiul
regulations issued or hereafter to be issued which are applicable

Jhercunder and not in conflict with this Agreement shall appiy

o CONTRACTOR.
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(f) CONTRACTOR shall supply EGAS, within thirty (30) days
from the end of each calendar quarter, with a Statement of
Exploration Activity relating to Exploration operations
which has been conaucted in any portion of the Area not
converted into a Development Lease, showing costs incurred

- by CONTRACTOR during such quarter. CONTRACTOR’s

~ records and necessary supporting documents shall be

- available for inspection by EGAS at any time during regular

working hours for three (3) months from the date of
receiving each Statement of Exploration Acl:ivity.

Within the three (3) months from the date of receiving each
Statement of Exploradon Activity, EGAS shall advise
CONTRACTOR in writing if it considers:

(1) that the record of costs is not cormrect; or
(2) that the costs of goods or services supplied are not in
line with the international market pnccs for goods or
services of similar quality supplied on similar terms
_ prevailing at the time such goods or seérvices were
supplied; provided -however, that purchases made and
services performed within the A.R.E. shall be subject to
Article XXVT; or ,
(3) that the condition ﬂf the matcnals furnished by
CONTRACTOR does fot tally with their prices; or
(4) that the costs-incurred are not reasonably required: for
«. Qperations.
CONTRACTOR shall confer with EGAS in conngction with
the problem thus presented, and the parties shall attempt to
reach a mutually satisfactory settlement. “ |
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Any reimbursement due (o0 EGAS out of the Cost Recovery
Petroleum as a result of reaching agreement or as & result of
an arbitral award, shall be promptly made in cash to EGAS,
plus simple interest at LIBOR plus two and half percent
(2.5%) per annum from the date on which the disputed
amount{s) would have been paid to EGAS according to
Article VIi{a)}(2) and Annex "E" of this Agreement (i.e, the
date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be
the average of the [iguyre{s} published by The PFinancial
Times of London representing the mid-point of the rates
(bid and ask) applicable to one (1) month U.S. Dollars
deposits in the London Inter bank Eurocurrency Market on
each fifteenth (151 gay of each month occurring between
the date on which the disputed amount(s) would have been
paid to ECGAS and the date on which 1t 18 settled.

H the LIBOR rate is avaiiable on any fifteenth {15“‘} day but
is not published in The Financial Times in respect of such
day for any reason, the LIBOR rate chosen shall be that
offered by Citibank N.A, to other leading banks in the
London Inter bank Eurocurrency Market for one {1} month

' U.S. Dollar deposits,

If such fifteenth (15™) 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) months period
provided for*in this paragraph, EGAS has not advised
CONTRACTOR of its oblection to any Statement, such
Statermnent shall be considered as approved.
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(g) CONTRACTOR shall supply all funds necessary for its
operations in the AR.E. under this Agreement in freely
- convertible currency from abroad. CONTRACTOR shali
have the right to freely purchase Egyptian currency in the
amount necessary for its operations in the ARE. from
EGAS or EGPC or from any bank authorized by the
'GOVERNMENT to conduct foreign currency exchange.
Priority shall be given by CONTRACTOR to purchase the
Egyptian currency from EGAS or EGPC, at the discretion of
EGAS at the same applicable rate and date as such currency
may be purchased from the National Bank of Egypt.

(h) EGAS and EGPC are authorized to advance to CONTRACTOR
the Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an

- equivalent amount of U.S. Dollars at the official rate of
exchange in A.R.E., such amount in U.S. Dollars shall be
deposited in an EGAS or EGPC account abroad (as the case
may he) with a correspondent bank of the National Bank of
Egypt, Cairo, A.R.E. Withdrawals from said account shall
be used to finance EGAS' or EGPC's (as the case may be)
and their Affiliated Companies’ foreign currency requirements,
subject to the approval of the Minister of Petroleum.

ARTICIE Y
MANDATORY AND VOLUNTARY RELINQUISI—IMENTS
() MANDATORY: "

At the end of the fourth (4'") Year after the Effective Date hereof,
CONTRACTOR  shall relinquish to the GOVERNMENT 2 total of
twenty five percent (25%) of the original Area on the Effective
Date- not then econverted  into -Development- Lease (s). - Such
relinquishment shall be in a single unit (unless otherwise agreed
upon by EGAS and CONTRACTOR) of whole Exploration Blocks
or originally existing parts of Exploration-Blocks not converted into
Development Lease(s) so as to enable the relinquishment requirements
to be precisely fulfilled. |
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At the end of the seventh (7%) Year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT -an
additional twenty five percent (23%).of the original Area on the
Effective Date not then converted into a Development Lease(s).
Such relinquishment shall be in a single unit (unless otherwise
agreed upon by EGAS and CONTRACTOR) of whole Exploration
Blocks or originally existing parts of Exploration Blocks not
converted to Dévelﬁpment Lease(s) so as to enable the
relinquishment requirements to be precisely fulfilled.

Without prejudice to Articles III and XXIII and the last three
paragraphs of this Article V(a), at the end of the tenth (101) Year of
the Exploration period, CONTRACTOR shall relinquish the
remainder of the Area not then converted into Development Lease(s).
It 1s understood that at the time of any relinquishment the areas to
be converted into Development Lease(s) and which are submitted to
the Minister of Petroleum for his approval according to Article III

(d) shall, subject to such approval, be deemed converted into
Development Lcase(s).

CONTRACTOR shall not be required to relinquish any Exploration
Block(s) in respect of -which a Commercial Oil or Gas Well is
discovered before the period of time referred to in Article IIk(c)
given to CONTRACTOR to determine whether such well is a
Commercial Discovery wotthy of Developient or to relinquish an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGAS, subject to EGAS’ right to agree
on the existence of a Commercial Discovery pursuant to Article I

{c), and without prejudice to the requirements of Anicle ITl{e).
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In the event that at the end of the initial Exploration period or either
of its two (2) successive extensions of the initial Exploration period,
a well is actually drilling or testing, CONTRACTOR shall be
allowed up fo six {6) months 10 enable #t 10 discover a Commercial
Ol or Gas Well or $0 establish 2 Commercial Discovery, as the case
may be. However, any such extension of up to six (6) months shall
reduce the duration of the next succeeding Exploration period, as
appiicable, by that amount,

{b} VOLUNTARY:
CONTRACTOR may, voluntarily, during any @eriﬂd reltruuish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks; provided that at the time of such voluntary
relinquishment its Exploration ebligations under Article IV (b) have
heen fulfilied for such period. |
Any relinguishments hereunder shall be credited toward the mandatory
provisions of Article V (a) above.
Following Commercial Discovery, EGAS and CONTRACTOR
shall mutyally agree upon any area to be relinquished thereafler,
except for the miinquishmf:m provided for ghove at the end of the
total Exploration period.

-

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(2} On Commercial Discovery, EGAS and CONTRACTOR may form
in the AR.E. a company to carry out operations pursuant to this
Article VI and Annex "DY (hereinafter referred to as the "Joint
Venture Company™), which company shall be named by mutual
agreement between EGAS and CONTRACTOR provided that such
name shall be subject 10 the approval of the Minister of Petroleum.



YoV g YY B () adl YO sl dan g 4

A ELSERACCRE JOE e AT YRR I |9 AN RVESTEN P
S {.»_.Lt I For b At B ity A s b el
s g} S Ui 03n 0 et pn iyl cpnilp i 00 Lo o Lnss
et s} 36,280 IS0 s

LY ade B! 2N Lty 38,2 a 28,80 o6 s 3 ey
Lot Uiz ot gl gudlly Lol o LSoT G e lsdins
st of GlsS o Lghone Jomy Loy Bheiad ]
o ol sl S 8 cndalall s 35 Maasls Y AVA Zd £A 43, o ilal -

S s Tanlaad| A8 0,55 jhisly VAN i VoA b, ol =

Sassedl A bl ol S AN, f.faj.‘ﬂe IS
pladt p Uil Solzn .,,L. oA ol ol VAAY L AY 5, o i -

#Kﬁ}
 pladl Jlas g e 9,8 5 Sy VAN LI YL ¥ 5, 500 -
R 1,..51; ;,,:u,,u.au VAAY Bt S A (.:J &,;w; -
#L-ﬂt t;{v{u-' Sy b | .JL-FHJ &;5.-1; d...,ﬂ YT P
o ¥ Gal Jetant o dais

J')L»‘_,.:_, "3 Gmbat L AL adgy 380 5,280 2,20 pundls die {00 )

oSN PS5 3T Sl gt LA o g Ly (P13 B
@Q,&umrjgﬁuuhwiﬁmt&,mu, (r.)
WU¥MQ_,$: iidjuij ool oo 0l u%,_,lnw t..! L} jlali
Sk Lol &l ) dmls 550 Lilils Yond a3l 38,5880 35,800 5,8 1AL
sl 13 e SUEH Bl e Ty Lanu Gondl g gy L g3

ats (3922) ie M gl oF o2y o 2 Rihaid

A




"4

T b

YoV G g Y () b YO saall = ol g4

Said company shall be a private sector company, subject to the laws
and regulations in force in the AR.E. to the extent that such laws and
regalations are not inconsistent with the provisions of this Agreement
or the Charter of the Joint Venture Company (the "Charter™).

However, the Joint Venture Company and CONTRACTOR shall,
for the purpose of this Agreement, be exemptled from the following
laws and regulations as now or hereafter amended or substituted:

- Law No. 48 of 1978, promulgating the law on the employee
regulations of public sector companies;

- Law No. 139 of 1981, promulgating the law on joinl stk
companies, partnership limited by shares and limited liability
companies;

- Law No. 97 of 1983 promulgating the law conceming public
sector organizations and companies;

- Law No. 203 of 1991 promulgating the law on public business
secior companies;

- Law No. 95 of 1992 promuigating a capital markets law; and

- Provisions of Chapter 2 of Part & of Law No. 88 of 2003 |
organizing dealings in foreign currencies in accordance with
Central Bank of Egypt and the A R.E. banking system law.

{b} The Charter of Joint Venture Company is hereto attached as Annex

"I, Within thirty {(30) days after the date of Commercial (il
Discovery or within thirty (30) days after the signature of a (as
Sales Agreement or the commencement of a scheme to dispose of
Gas {unless otherwise agreed uporn by FEGAS and
CONTRACTOR), the Charter shall take effect and the Joint
Venture Company shall automatically come into existence without
any further procedures. The Exploration Advisory Commitiee shall
be dissolved upon the final relinquishment of all portions of the
Area not converted into Development Lease(s).
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(¢} Ninety (90} days after the date the Joint Venture Company comes
into existence in accordance with paragraph (b) above, it shall
prepare a Work Program and Budget for further Exploration and
Development in any portion of the Area converted into a
Development Lease for the remainder of the Financral Year m
which the Commercial Discovery has been made. And not later
than four {(4) months before the end of the curent Financial Year
(or such other date as may be agreed upon by EGAS and
CONTRACTOR} and four (4) months preceding the
commencement of each succeeding Financial Year thereafter (or
such other date -as may be agreed upon -by EGAS and
CONTRACTOR), the Joint Venture Company  shall prepare an
apnual production schedule and Work Program and Budget for
further Exploration and Development in any portion of the Area
converted into a Development Lease for the succeeding Financial
Year. The production schedule, Work Program and Budget shall be
submitted to the Joint Venture Company's Board of Directors for
approval. The Exploration Work Program and Budget for further
Exploration in any portion of the Area not converted mto a
Development Lease shall be reviewed, approved and implemented
in accordance with Article I'V.

{d) Not later than the twenticth 20"} day of each month, the Joint
Vepture Company shail fumish to CONTRACTOR a writlen
estimate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed m US,
Dollars consistent with the approved Work: Program and Budget.
Such estimate shall take into consideration any cash expected to be
in hand at month end.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e} below on the
first (1™} day and fifteénth {15%) day respectively, of the next
following business day, if such day is not a business day.
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{¢} The Joint Venture Company is authorized 1o keep at its own disposal

13

abroad in an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, A R.E., the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall be used
for the payment for goods and services acquired abroad and for

transferring to a local bank in the AR.E. of the required amount to

mest the expenditures in Egyptian Pounds for Joint Venture
Company in connection with its activities under this Agreement.

Within sixty (60} days after the end of each Financial Year, the
Joint Venture Company shall submit to the appropriate exchange
control authorities in the AR.E. a statement, duly cestified by a
recognized firm of auditors, showing the funds credited to that
account, - the disbursernents made out of that account and the
outstanding balance at the end of the Financial Year.

If and for as long during the period of production operations there
gxists an excess capacity in facilites which can not dwing the
period of such excess be used by the Joint Venture Company,
EGAS shall have the right to use the excess capacity if # so desires
without any financial or operational disadvaniage (o ihe
CONTRACTOR or the Joint Venture Company.

ARTICLE ¥H
RECOVERY OF COSTS AND EXPENSES AND
FRODUCTION SHARING

(a) COST RECOVERY:
{1} Cost Recovery Petroleum:

Sulffect to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the BExploration, Development and
related operations under this Agreement 1o the extent and out of
thitty seven percent (37%) of all Petroleum produced and saved
from all Development Leases within the Area hereunder and not
used in Petrolenm operations. Such Petroleum is hereinafter
referred to 23 "Cost Recovery Petroleum”.
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For the purpose of determining. the classification of all costs,
expenses and expenditures for their recovery, the following terms
shall apply:

1. "Expioration Expenditures” means all costs and expenses for
Exploration and the related portion of indirect expenses and
overheads.

2. "Development Expenditures” means all costs and expenses for
ﬁawiapmam {with the exception of Operating Expenses} and
the related portion of indirect expenses and overheads.

3. "Operating Expenses” means 2l costs, expenses and
expenditures made after the Commercial Production
Commencement, which costs, expenses and expenditures are
not nonmally deprecigble,

However, Operating Expenses shall include work over, repair
and maintenance of assets, but shall not include any of the
following: sidetracking, re-drilling and changf‘é.ﬁf & well status,
repiacement of assels or & part of an asset, additons,
improvements, renewals or major overhauling that extend the
iife of the asset.

Exploration Exmﬁdimms, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum in the following manner:-

{1} "Bxploration Expenditures”, including those accumulated prior
to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annum
starting either in the Tax Year iy which such expenditures are
incurred and paid or the Tax Year in which the Commercial
Production Commencement occurs, whichever s the later date.
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(11) "Development Expenditures”, including those accumulated
prior to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annum
starting either in the Tax Year in which such expenditures are
incurred and paid or the Tax Year in which the Commercial

Production Commencement ocours, whichover is the later date.

() "é)perating Expenses”, incurred and paid after the Commercial
Production Commencement, shall be recoverable either in the
Tax Year in which such costs and ¢xpenses are incurred and
paid or the Tax Year m which the Commercial Production

Commencement occurs, whichever is the later date.

(iv) To the extent that, in a Tax Year, costs, expenses or
expendilures recoverable per preceding paragraphs (3}, {it} and
(iii), 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(s) until fully recovered, but in
no case after the termination of this Agreement, as 1o

CONTRACTOR.

(v} The recovery of costs and expenses, based upon the rates referred
to above, shall be allocated to each quartet proportionately {one
fourth to each quarter). However, any recoverable costs and

expenses not recovered in one (uarter as thus aliocated, shall be

carned forward for recovery in the next guarter.
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(2) Except as provided in Article VI{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 Elispusecl
‘of in the manner determined pursuant to Articie Vil{e). To the
extent that the value of all Cost Recovery Petroleum [as
determined in Article VII(c)] exceeds the actual recoverable
costs and expenditures, in}:luding any carry forward under
Article VII(a)(1)(iv), to be recovered in that quarter, then the
total value of such Excess Cost Recovery Petroleum shall be
paid by CONTRACTOR to EGAS either (i) in cash in the
manner set forth in Anticle IV of the Accounting Procedure
contained in Annex "E", or (ii) in kind in accordance with
Article VIKa)(3).

{3} Ninety {90) days prior to the commencement of each Calendar
Year EGAS shall be entitled to elect by notice in writing to
CONTRACTOR 1o require payment of up to one hundred
percent (100%) of EGAS' Excess Cost Recovery Petroleum in
kind. Such payment shall be in Crude Oil from the Area F.Q.B.
export terminal or other agreed delivery point; provided that the
amount of Crude Oil taken by EGAS in kind in a quarter shall
not exceed the value of Cost Recovery Crude Oil actually taken
and separately disposed of by CONTRACTOR from the Area
during the previous quarter. If EGAS' entitlement to receive
payment of its Excess Cost Recovery Petroleum in kind is
limited by the forepoing provision, the balance of such
entitiement shall be paid in cash.
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(b) PRODUCTION SHARING

(1) The remaining sixty three percent (63%) of the Petroleum shall
be divided between EGAS and the CONTRACTOR according
to the following shares.

(i) Crude Qil |
Crude Oil  produced EGAS CONTRACTOR
and saved under this . SHARE SHARE

Agreement and not
used in Petroleum oper-
ations. Barrels of Oil
Per Day (BOPD) (quar-
terly avamgq}..

That portion or increment seventy eight percent ) (Twenty two percent)
less than 5,000 BOPD., (78 %) (22 %)

That portion or increment  ( Eighty percent ) ( Twenty percent )
from 5,000 BOPD_ and (80 %) (20 %)
less than 10,000 BOPD .

That portion or increment  ( Eighty one percent ) ( Nineteen percent )
from 10,000 BOPD and {(81%) (19%)
less than 25,000 BOPD.

That portion or increment  ( Eigthy four percent}  ( Sixteen percent )
from 25,000 BOPD and ( 84%) ( 16%)
less than 50.000 BOPD

That portion or increment ~  Eigthy five percent)  (Fifteen percent )
equal to or more than - (85%) (15%)
50.000 BOPD
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(ii) Gas and LPG EGAS CONTRACTOR
Gasand LPGproducedand ~ SHARE SHARE
saved under this Agree-
ment and not used in Petro-
leum operations. Standérd
Cubic Feet per Day (SCFPD)

(quarterly average)

That portion or increment  ( Ninety percent ) { Ten percent )
less than 50 Million {90 %) (10 %)
SCFPD.

That portion or increment ( Eighty eight percent ) { Twelve percent )
from 50 Million SCFPD (88 %) (12 %)

and less than 500 Miilion

SCFPD. |

That portion or increment  ( eighty seven percent )  ( thirteen percent } ‘
equal to or more than 500 {(87%) (13%)
Million SCFPD

Such Production Shares referred to in Article VII (b) (1) (1) and (i1)
above shall be taken and disposed of pursuant to Article VIi(e).
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(2) After the end of each contractual Year during the term of

any (Gas Sales Agreement entered into pursuant to Article
Vii(e), EGAS and CONTRACTOR (as sellers) shall
render to EGAS (as buyer) a statement for an amount of
Gas, if any , equal to the amount by which the quantity of
Gas of which EGAS (as buyer) has taken delivery falls
below seventy five percent (75%) of the contract
quantitics of Gas as established by the applicable Gas
Sales Agreement (the "Shortfall"), provided that the Gas
is avaitable. Within sixty (60) days of receipt of such
statement, EGAS (as buyer) shall pay EGAS and
CONTRACTOR {(as sellers) for the amount of the
Shortfall, if any. The Shortfall shall be included in
EGAS' and CONTRACTOR's entitlement to Gas
pursuant to Article VII (a) and (b) in the fourth (41
quarter of such contractual Year.

Quantities of Gas not taken but to be paid for shall be
recorded in a separate "Take-or-Pay Account”. Quantities
of Gas ("Make Up Gas") which are delivered in subsequent
Years 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 quantities
of Gias in the "Take-or-Pay Account” to the extent thereof
and, to that extent, no payment shall be due in respect of
such Gas. Such Make Up Gas shall not be included in
CONTRACTOR's entitlement to Gas pursuant to Article
VII(a) and (b), CONTRACTOR shall have no rights to such
"Make Up Gas".

At the end of any contractual Year, if EGAS and
CONTRACTOR (as sellers) fail to deliver seventy five
percent (75%) of the annual contract quantity of Gas as
defined in Gas Sales Agreement with EGAS (as buyer),
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the difference between seventy five percent (75%) of the
annual contract quantity of Gas and the actual delivered
Gas quantity shall be referred to as the "Deliver-or-Pay
Shortfall Gas". EGAS (as buyer) shall have the right to
take a quantity of Gas equal to the Deliver-or-Pay
Shortfall Gas and such quantity shall be valued with
ninety percent (90%) of the Gas price as defined in the
(Gas Sales Agreement.

The percentages set forth in Article VII (a) and (b) in
respect of LPG produced from a plant constructed and
operated by or on behalf of EGAS and CONTRACTOR

shall apply to all LPG avaiiable for delivery.

(c) VALUATION OF PETROLEUM:

(1) Crude Oil:

(i) The Cost Recovery Crude Oil to which CONTRACTOR is
entitted hereunder shall be valued by EGAS and
CONTRACTOR at "Market Price” for each calendar quarter.

(ii) "Market Price” means the weighted average price realized
from sales by EGAS or CONTRACTOR during the given
quarter, whichever is higher; provided that the sales to be
used in arriving at the weighted average(s) shall be arm’s
length sales of comparable quantities on comparable credit
terms in freely convertible currency from F.O.B. point of
export sales to non-Affiliated Companies under all Crude
Oil sales contracts then in effect, but excluding Crude Oil
sales contracts involving barter, and

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

otherwise, of EGAS or CONTRACTOR to any Affiliated
Company.
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(i)

(iv)

PRt

R — AR

{2) Sales involving a quid pro quo other than payment in a
freely convertibie currency or motivated in whole or it
part by considerations other than the usual economic
incentives for commercial army's length crude oil sales,

It is understood that in the case of "C.LE." sales, appropriate
deductions shall be made for transport and insurance charges
to calculate the FO.B. point of export price; and always taking
into account the appropriate adjustment for quality of Crode
Oil, freight advantage or disadvantage of port of loadin g and
other appropriate adjustments. Market Price shall be
determined separately for each Crude Oil or Crude Oil mix,
and for each port of loading. S

If during any calendar quarter, there are no such sales by BEGAS
andfor CONTRACTOR ander the Crude Oil sales contracts in
effect, EGAS and CONTRAUTOR shall mutually agree upon
the Market Price of the Barped of Crude O o be used for such
quarter, snd shall be guided by all redevant and available
evidence including cument prices in froely convertible
cumrency of leading crude ofls prodeced by major oil
producing countries (in the Arabian Gulf or the Meditermanean
area), which are regularly sold in the open market sceording to
actual safes contracts terms but excluding paper sales and sales
profiises where no crude oif is delivered, to the extent that

such sales are effected under such terms and conditions
{excluding the i}rice) not significantly different from those
under which the Crude Qil to be valued, was sold, and 3iways
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taking mto consideration appropriate adiustments for Crude
Oil quality, freight advamtage or disadvantage of port of
loading and other appropuate adjustments, as.the case may be,
for differences in gravity, suiphur, and other factors generally
recognized by sellers and purchasers, as reflected in crude oil
prices, transportation ninety {90} days insurance premiums,
unusual fees borne by the selier, and for credit terms in excess
of sixty (60) days, and the cost of loans or guarantees granted
for the benefit of the sellers at prevailing interest rates.

It is the intent of the pames that the vahia of the Cost Rccbvery
Crude Oil shall reflect the prevailing market price for such
Crude Dil.

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

Price as determined under sub-paragraph €ii) ghove does not
reflect the prevailing Market Price or in the event EGAS and
CONTRACTOR fail to .agree on the Market Price for any
Crude Oil produced under this Agreement for any quarter
within fifteen (15) days afier the end thereof, any party may
elect at any time thereafter to submit to a single arbitrator the
question, what single ;}rig:%._ per Barrel, in the arbitrator's
judgment, best represents for the pertinent quarter the Market
Price for the Crud¢ Oll i (uiestion. The arbitrator shall make:
his determination as soon as possible fﬁilﬂwmg the quarter in
question. His determination shall be ﬁna! and bmdmg upon all
the par‘izﬂs 'f?tﬁ: arbitrator shall be Eaﬁiﬂd in the manner
described hei{}w
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In the event EGAS and CONTRACTOR {fail to agree on the
arbitrator within thirty (30} days from the date any party
notifies the other that 1t has decided 10 submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appomnting authorty
designated in accordance with Article XXIV(e), or such other
appointing authority with access to such expertise as may be
agreed to between EGAS and CONTRACTOR, with regard to
the gualifications for arbitrators set forth below, upon written
application of one or both of EGAS and CONTRACTOR.
Copy of such application by one of them shall be prﬁmptly
sent to the other. |

The arbitrator shall be as nearly as possible a person with an
established reputation in the infernational petroleum industry
as an expert in pricing and marketing crude oil in international
commerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with the ARE. and
the country(ies} of CONTRACTOR, He shall not be, at the
time of selection, employed by, or an arbitrator or consultant
on & contitwiing or Trequent basis to, the American Petroleum
Institute, the Organization of the Petroleum Exporting
Countries or the Organization of Arab Petroleum Exporting
Countries, or a consultant on a continuing basis to EGAS,
CONTRACTOR or an Affiliated Company of either, but past
occasional consultation with such companies, with- other
petroleum companies, governmental agencies or organizations
shall not be a ground for disqualification. He shall not be, at
any time during the fwo (2) Years before his selection, an
employee of any petroleum company or of any gﬂvamMma‘E
agency or organization.
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Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior
to the decision called for, another person shall be chosen in the
same manner provided for in this paragraph. EGAS and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
available to him. He shall review Crude Oil sales contracts as
well as other sales data and information but shall be: free to
evaluate the extent to which any contracts, data or information
1s substantiated or pertinent. Representatives of EGAS and
CONTRACTOR shall have the right to consult with the
arbitrator and furnish him written materials; provided that the
arbitrator may impose reasonable limitations on this right.
EGAS and CONTRACTOR, each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
provided access to Crude Oil sales contracts. and related data
and information which EGAS and CONTRACTOR or their
trading companies are able to make available and which in the
Judgment of the arbitrator might aid the arbitrator in making a
valid determination.

(vi) Pending Market Price agreement by EGAS and CONTRACTOR or
determination by the arbitrator, as applicable, the Market Price
ag-réed'fnrt}wquaner preceding the quarter in question shall remain
temporarily in effect. In the event that either EGAS or
CONTRACTOR should ‘incur a loss by virtue of the temporary
conunuation of the Market Price of the previous quarter, it shall
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promptly be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one - half percent (2.5%) per
annum rate provided for in Article IV (f) from the date on which
ﬂje disputed amount(s) should have been paid to the date of
payment.

(2) Gas and LPG

(i) The Cost Recovery and Production Shares of Gas subject to a
Gas Sales Agreement between EGAS and CONTRACTOR (as
sellers) and EGAS (as buyer) for the local market entered into
pursuant to Article VIi(e) shall be valued, delivered to and

purchased by EGAS at a price determuned monthly according

to the following Gas price formula :-
PG=F*H
Where:

PG = the value of the Gas in U.S. Dollars per thousand Standard
Cubic Feet (MSCF)

gs!
|

a value in U.S. Dollars per million BTUs (MMBTU)
determined monthly as a function of Brent Pnice

according to the following.

(Brent Price) (US$ / Barrel) ~ F (US$/ MMBTU)
Less than or equal to 10 1.5

. Linear equation in the Gas
Greater than 10 but less than 22 Sales Agreement will be ap-
| plied

Equal to or greater than 22 2.65
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(1)

Brent Price {(1JS$ / barrel} as defined in Arxticle I {e).

in the event that the value of F can not be determined because
Platt’s QOilgram Price Report 5 not pﬁhlishﬂd at all during &
month, EGAS and CONTRACTOR shall meet and agree upon
the value of Brent by reference to other published sources. In
the event that there are no such published sources or if the
vaive of Brent cannot be determined pursuant to the foregoing
for any other reason, EGAS and CONTRACTOR shall meet
snd agree on a value of Brent Price.

H = The number of miilion BTUs (MMBTU) per thousand
Standard Cubic Feet of Gas (MSCK), based on the gross
caiﬂnﬁn value.

The Cost Recovery and Pmﬁm:ﬁ{m Shares of (LPG) produced
from a plant constructed and operated by or on behalf of
EGAS and CONTRACTOR shall be separately valued for
Propane and Butene at the outlet of such LPG plant according
to the following formula {unless otherwise agreed between
EGAS and CONTRACTORY:

PLPG = .95 PR

PR

Where:
PLPG = LPG pnce (separately determined for Propane and

Butane) in U.S. Dollars per metric ton.

I

The average over a period of a month of the figures
representing the mid-point bétween the hi gh and low
prices in U.S. Dollars -per metric ton guoted in
“Platt’s LP Gaswire": during such month for Propane
and Butane F.OB Ex-Re* "Tor, West Maediterranean,
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In the event that "Platt’'s LP Gaswire"” is issued on certain days
during 2 month but not on others, the value of (PR) shall be
calculated using only those issues which are published during
sﬁch month. In the event that the value of (PR) caﬁ not be
determined because-"Platt’s LP Gaswire" is not published at all
during a month, EGAS and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
suﬁrces. In thé event that there are no éuch other published
sources or if the value of (PR) can not be determined pursuant to
the foregoing for any other reason, EGAS and CONTRACTOR
shall meet and agree the value of (PR) by reference to the value
of LPG (Propane and Butane) delivered F.O.B from the

Mediterranean area.

Such valuation of LPG is based upon delivery at the delivery
point specified in Article VII (€)(2)(ii1).

(i1} The prices of Gas and LPG so calculated shall apply during the

same month.

(iv) In case (Gas 1s disposcd of for export by EGAS and

CONTRACTOR 1o a third party, pursuant to Article VII (e),
_then the Cost: Recovery. Gas will ‘be valued according to
“Article VII (c) 2)® above and the_ fmducﬁﬂn Shares of such
” h(l}as shali be valued according to the ﬁctback price. _

(v) The Cost Recovery and Production Shares of LPG disposed of

for export by EGAS 4nd CONTRACTOR pursuant to Article
VII(e) shall be valued at its actual realized price.
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d} FORECASTS:

The Joint Venture Company shall prepare (not less than ninety (90)
days prior to the beginning of each calendar semester following first
regular production) and furnish in writing to CONTRACTOR and
EGAS a forecast setting out a total quantity of Petroleum that the
Joint Vcnturﬂ Cumpany estimates can be produced, saved and
| transported hereunder dunng such calendar semester 1n accordance

with good petroleum industry practices,

The Joint Venture Company shail enéeﬁvar {0 ﬁmducﬂ ﬁ'iﬁ- forecast
quantity during each calendar semester. The Crude Oi} shall be run
to storage tanks or offshore loading facilities constructed,
maintained and operated according to Government Regulations, by .
the Jmnt Venture Company, in which said Crude Oil shali be
metered or otherwise measured for myaity, ane:i other pmpgses
required by this Agreement. Gag shall be handled by the Joint
Venture Company in accordance with the provisions of Articie Vil(e}.

{e) DISPOSITION OF PETROLEUM:

{1} BEGAS and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which cach is
entitled under Article VII(a) and (b). Subject to payment of
sums e to BEGAS under Article VIIa)}(2) and Article IX,.
CONTRACTOR shail have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of

its share of Petroleum.
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Notwithstanding anything 10 the contrary under this Agreement,
priority shall be given to meet the requirements of the A.R.E.
market from CONTRACTOR's share under Article VII (a) and
(b) of the Crude Oil produced from the Area and EGAS or
EGPC shali have the preferential right to purchase such Crude
{HE at a price to be determined pursuant to Article Vil(c). The
amount of Crude Oil so purchased shall be a portion of
CONTRACTOR's share under Article VII {a) and (b). Such
amount shail be proportional to CONTRACTOR's sharte of the
total production of crude oil from the concession areas in the
A.RE. that are also subject to EGASVEGPC's preferential
tight to purchase. The payment for such purchased amount
shall be made by EGAS in U.8. Dollars or in any other freely
convertible currency remittable by CONTRACTOR abroad.

It is agreed upon that EGAS shall notify CONTRACTOR, at
least forty five (45} days prior to the beginning of the calendar
semester, of the amount to be purchased during such semester
under this Article VII(e)(1).

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

{1} Prionity shall be given to meet the requirements of the local
market as determined by EGAS. In case of unavailability
of local market, EGAS or BEGAS and CONTRACTOR
shall be entitled to export the Gas.

(ii) In the event that EGAS is to be the buyer of Gas, the
disppsiffﬁn of Gas as indicated above shall be made by

virtue of a lnng;_iénn'(}as' Sales Agreement(s) to be
entered into between EGAS and CONTRACTOR (as
sellers} and EGAS (as buyer).
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EGAS and CONTRACTOR ({as sellers) shall have the
obligation to deliver the Gas at the delivery point as
indicated below, where such Gas shall be metered for sales,
royalty, and other purposes required by this Agreement,
(a) In the event no LIPG plant is constructed to process
such Gas, the delivery point shall be at the flange
connecting the Development Lease pipeline to the
nearest point on the National (Gas Pipeline Grid
System as depicted in Annex "F' hereto or as
otherwise agreed by EGAS and CONTRACTOR.

{b) In the event an LPG plant is constructed 1o process
such Gas, such Gas shall, for the purposes . of
valuation and sales, be metered at the outlet of such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant
outlet, CONTRACTOR shall through the Jom
Venture Company build a pipeline suitable for
transport of the processed Gas from the L.PG Plant
outiet to the nearcst point on the National Gas
Pipeline Girid System as depicted in Annex "F*
hereto, or otherwise agreed by EGAS and
CONTRACTOR. Such pipeline shall be owned in
accordance with Article VHI {a} by EGAS, and its
cost shall be financed and recovered by
CONTRACTOR as Development Expenditures
pursuant 1o this Article VIL

EGAS and CONTRACTOR shall consult together to
determine whether to build LPG Plant to recover LPG
from any Gas produced hereunder. In the event that
BEGAS and CONTRACTOR decide to build such plant,
the plant shall, as is appfopriate, be in the vicinity of the
point of delivery as determined in Article II and Article
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VII{e)(2)ii}. The delivery of LPG for, royalty and other
purposes required by this Agreement shall be at the outiet
of the LPG plant, The costs of any such LPX plant shall
be recoverable in accordance with the provisions of this
Agreement, uniess the Minister of Petroleum agrees to
accelerated recovery.

{iv} EGAS (as buyer) shall have the right 1o elect, by ninety

{90) days prior wniten notice (o EGAS and

- CONTRACTOR {(as sellers), whether payment for the

Gas which is subject to a Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS (as
buyer) and LPG produced from a plant constructed and
operated by or on behalf of EGAS and CONTRACTOR,
as valued in accordance with Article Vii(c), and to which
CONTRACTOR is entitled under the Cost Recovery and
Production Sharing provisions of this Article Vii, shali be
made 1}incash or 2) in kind.

Payments in cash shall be made by EGAS (as buyer) at
intervals provided for in the relevant Gas Sales Agreement
in U.8, Dollars, remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR is
entitled into equivalent Banels of Crude Oil to be taken
concurrently by CONTRACTOR from the Ares, or to the
extent that such Crude Qil is insufficient, Crude Oil from
CONTRACTOR's other concession areas or such other
areas as may be agreed. Such Crude O1l shaill be added to
the Crude Oil that CONTRACTOR is otherwise entitled to
lift urcler this Agreement. Such. equivalent Barrels shall
be caleulated on the basis of the provisions of Article VI
{c) relating o the valuation of Cost Recovery Crude Qil.
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Provided that:

{aa} Payment of the value of Gas and LPG shali always be
made in cash @ US, Dollars remifiable by
CONTRACTOR abroad to the extent that there is
insufficient Crude Oil available for conversion as
provided for above;

{bb} Payment of the value of Gas and LPG shall always be
made in kind as provided for above to the extent that
payments in ¢cash are not made by EGAS.

Payments to CONTRACTOR (whether in cash or in
kind}, when welated to CONTRACTOR's Cost Recovery
Peiroleum, shall be mcluded in CONTRKACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Axticle IV of Armex "E" of
this Agreement.

{¥} In case a long term Gas Sales Agreement is not entered
between EGAS (as buyer) and EGAS and CONTRACTOR
(as sellers) within four (4) Years from the date of the
notice of Commercial Gas Discovery pursuant to Article
HI {¢) {uniess shorter period is agreed upon by EGAS),
EGAS {(as seiler) or EGAS and CONTRACTOR (as
sellers) shall have the right to take and freely dispose of
the quantity of Gas and LPG in respect of which the
notice of Commercial Discovery has been given by
exporting such Gas and LPG.

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

{(vii) In the event that EGAS and CONTRACTOR agree to
accept new Gas and LPG producers to join in an ongoing
export project, such producers shall have to contribute a
fair and eguitable share of the investment made.
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(viii) {(aa) Upon the expiration of the four (4) Years period

(bb)

{cc)

referred to in Article Vil(e)(2)v), CONTRACTOR
shall have the obligation to exert its reasonable efforts
to find an export market for the Gas reserves.

In the event that at the end of the four (4) Years
period referred to under Article VII{e)}(2)(v),

" CONTRACTOR and EGAS have not entered into

a Gas Sales Agreement, CONTRACTOR shall
retain its rights to such Gas reserves for a further
period of up to four (4) Years, subject to Article

- VIKe)(2XviiiXce), during which period EGAS

and CONTRACTOR shali attempt to find a
market for such Gas reserves.

In the event that CONTRACTOR is not exporting
the Gas and CONTRACTOR has not entered into
a Gas Sales Agreement pursuant to Article VII {(¢)
(2) prior to the expiry of eight (8) Years period from
CONTRACTOR's notice of Commercial Gas
Discovery, CONTRACTOR shall surrender the
Gas reserves in respect of which such notice has
been given. It is understood that CONTRACTOR
shall, at any time prior to the expiry of the eight
(8) Years period from CONTRACTOR's notice of
Commercial Gas Discovery of such Gas pursuant
to Article III; surrender such Gas reserves, if
CONTRACTOR is not exporting the Gas and
CONTRACTOR dees not accept an offer of a Gas
Sales Agreement from EGAS within six (6)

months from the date such offer is made; provided

that. the Gas Sales Agreement offered to

CONTRACTOR shalt take into consideration the

" relevant technical and economic factors to enable

a commercial contract, including:

- A sufficient delivery rate;
- Delivery pressure to enter the National Gas

Pipeline Grid System at the point of delivery;



¥ G i Y () s Y0 suall = A Sl bl VNS

el b U il sl Ll 5L i i Colins] e 05 YT -
3+ g g8 000 il gl 288 oS lhaze ]
ALY o L Tadee o LS LT el -

Bolald Uiy 5Ll aod s Jylalh ol 4l eie Al 3 (5 )
lia i O pazld i A> ey o) 1 (Y) () )
72,0 o Sl (A) Sl Lpsil wie L2 LA
Jotal gist 131 51 LAl g Uonall LAY J5 U
LLg ke S i O adl Lo ulon] pe GLSYT 3
of el DLl 50, 3, S A ol (AY L0 38

Al Glass] o5 A ede dpaiall (s4de) aide

SLEST e s dais A 5 JiLIl Iyl 5k Y -4
o Al LS cidasT 35 L c3ll U8 13] LA g\
honais)| Ak o}
relbhid! (9)

3398 s gl die Tikia puil S W 3 45 oy oLl Jaizsl 1]
Jytatl Juiza] (3] 51 AV sin pialy ulonsY U1 ol S G |
W3 pin o Gl cde Ledll die dikin juti (S 2] Cujll 40 pdony
o) Wi ot o ol sl 45 b Gyl 55 At a5l Jy 21
)l o 48 il A, g V1 (AU 5,805 L 5L ] !

w3 W Ao ulanad 5SS iz of Lo o ey kol o A5 ell3 oy

e M) i W 9a ()

e SN g lndl gl ey I8 Jylan 3y (6 ol 5 o] pansf



Vo YL YL L Y () al Ye sl - e i By 2

- Delivered Gas ‘quality specifications, not more
stringent than those imposed or required for the
National Gas Pipeline Grid System; and.

- The Gas prices as spectfied in this Agreement.

{dd) In the event that CONTRACTOR has not entered
inte a €ras Seles Agreement pursuant to Article
VHl{e)2) or has not otherwise found an acceptable
scheme for commercial disposal of such Gas, at
the time of the expiration of sight (8) Years from
CONTRACTOR's notice of Commerciai Gas
Ihscovery or failing agreement with EGAS on
Oas <isposal at the expiration of the aforesaid
gight (8) Yeurs period, CONTRACTOR shall surrender
to EGAS such Development lease(s) in which
such Gas Discovery was made.

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

(i OPERATIONS:

If following the reversion 10 EGAS of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following the surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Ol in the same
Development Lease, operations to explore for or exploit the
Petroleum, the rights to which have been reverted or surrendered
{Oil or Gas, as the case may be) shall only be carred out by the
Joint Venture Company which shall act on behal{ of EGAS alone,
unless CONTRACTOR and EGAS agree otherwise.

{g) TANKER SCHEDULING:

At g reasonable fime prior 1o the commencement of Commercial
Production BEGAS and CONTRACTOR shail meet and agree upon
& procedure for scheduling tanker Hiftings from the agreed upon

point of export.
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ARTICLE VHI

TITLE TO ASSETS

(2) EGAS shall become the owner of all CONTRACTOR acquired and
owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or the Joint Venture Company in accordance with
the following:

{1) Land _ﬁhall become the property of EGAS as soon as it is
purchased.

{2} Tile to fixed and movable assets shall be fransferred
sutomatically and graduslly from CONTRACTOR to EGAS as
they become subject to recovery in accordance with the
provistons of Article VIL however, the full title to fixed and
movable assets shall be transferred auwtomatically from
CONTRACTOR o EGAS when their total cost has been
recovered by CONTRACTOR in accordance with the
provisions of Articke VII or at the time of termination of this
Agreement with respect to. all assels chargeable to the
operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGAS or
by the Joint Venture Company to EGAS and CONTRACTOR
within thirty {30) days of the end of sach calentar quarter.

(3} All samples and technical data shall be transferred to EGAS upon
EGAS' request or at the termination of the Agreement.

{b) During the term of this Agreement, EGAS, CONTRACTOR and the
Joint Venture Company are entitled 1o the full use and enjoyment of
all fixed and movable assets teferred o above in connection with
operations hereunder or under any other Pefroleum concession
agreement entered into by the parties. In that case, proper
accounting adjustment shall be made. CONTRACTOR and EGAS
shall not dispose of the same except with agreement of the other.
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{¢) CONTRACTOR and the Joint Venture Company may freely import
into zli_';_e-ﬁs.tR,E,, ase therein and freely export at the ond of such use,
maﬁﬁinﬁry and equipments which they either rent or lease m
accerdance with good industry practices, including but not limited to
the lease of computer hardware and software.

ARTICLE IX
RONUSES

{2) CONTRACTOR shall pay to EGAS as a signature bonus the sum of
five million U.5, Deollars {$ 5000000) on the Effective Diate.

{(b) CONTRACTOR shall pay to EGAS as a Development Lease bonus
the sum of one million five hundred thousand U.S. Dollarsg
{$ 1500000} on the date of the approval of each Development Lease.

(¢} CONTRACTOR shall pay to EGAS the sum of two million U.S,
Dollars ($ 2000000) as a Development Lease extension bonus on
the approval date of entry into the five (5} Years Extension Peniod
pursuant to Article II{d){(xii)dd}.

(d) On the date of approval of each assignment reguested by any of the
CONTRACTOR Members to any assignee in accordance with
Article XXI, CONTRACTOR shall pay to EGAS as an assignment
borius the sum of ten percent {i 0%} of the value of the deal of each
assignment valued in US Dollars.

{¢) CONTRACTOR shall pay to EGAS the sum of three million U.S.
Dollars (8 3000000) 8s 2 pmdm:tzfm bonus when the total average
daily production from the Area first reaches the rate of five thousand
(5000) Barrels of Oil or equivalent per day as for a period of thirty
{30) consecutive producing days. Payment shall. be made within
fifteen {15) days thereafter,
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{f) CONTRACTOR shail also pay to EGAS the additional sum of six
million U.S, Dollars ($ 6000000) as a production bonus when the
total average daily production {i.«:.. the Area first reaches the rate of
ten thousand (10000) Barrels of Oil or equivalent per day for a
period of thirty {(30) consecutive producing days. Payment shall be
made within fifteen (15) days thercafter.

{g} CONTRACTOR shall also pay 1o EGAS the additional sum of twelve
million U.5. Dollars ($ 12000000) as a production bonus when the
total average daily production from the Area first reaches the rate of
twenty five thousand (25000) Barrels of Qil or equivalent per day
for a period of thirty (30) consecutive producing days. Payment will
be made withm fifteen (15) days thereafter.,

th) CONTRACTOR shall aizo pay to EGAS the additional sum of twenty
four million U.S. Dollars (§ 24000000) as a production bonus when
the total average daily production from the Area first reaches the rate
of fifty thousand (50000} Barrels of Qil or equivalent per day for a
period of thirty (30) consecutive prioducing days. Payment shall be
made within fifteen (15) days thereafeer...

{1} CONTRACTOR shall also pay to EGAS the additional sum of forty
eight million L8, Doliars {§ 48000000) as a production bonus
when the total average daily production from the Area first reaches
the rate of one hundred thnusand (100000) Barreis of Oil or
equwalent per day for a period of thirty (30) consecutive producirig -
days. Payment will be made within fifteen (15) days thereafter.

(j) All the above mentionied bonuses shall in no event be recovered by
- CONTRACTOR. |
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(k) In the event that EGAS eclects to develop any part of the Area
pursuant to the sole risk provisions of Article 1l ¢ (iv), production
from such sole risk area shall be considered for the purposes of this
Article IX only if CONTRACTOR exercises its option to share 1n
such production, and only from the initial date of sharing.

(1) Gas shall be taken into acccunt for purpose of determining the total
average daily production from the Area under Article IX (e-1) by
converting daily Gas delivered into equivalent barrels of daily Crude
Oil production in accordance with the following formula for each
unit of one thousand (100{}) standard Cubic Feet of Gas:

Equivalent Barrels of Oil Per MSCF =H * 0.167
Where: | |
MSCEF = one thousand Standard Cubic Feet of Gas . |
H = the number of million British Thermal Units (MMBTU) per MSCF.

ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in the AR.E. at which notices
shall be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all local
written directions given to them by the Government or its representatives
under the terms of this Apreement - All lawful regulations issued or
hereafter to be issued, which are applicable hereunder and not in conflict
with this Agreement, shall apply to the duties and activities of the

General Manager and Deputy General Manager.
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All matters and notices shall be deemed to be validly served if delivered
to the office of the General Manager or which are sent to him by
registered mail to CONTRACTOR's office in the ARE.

All matters and notices shall be deemed to be validly served if delivered
to the office of the Chairman of EGAS or which are sent to Him by
registered mail at EGAS' main office in Cairo, A.RE.

ARTICLE X1

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) The Joint Venture Company shall take all proper measures, according
to generally accepted methods in use in the Petroleum industry, to
prevent loss or waste of Petroleum above or under the ground in any
form during dnlling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well, that it might reasonably expect would
result in loss or damage to the well orthe Oil or Gas field

(b) Upon completion of the drilling of a productive well, the Joint
Ventre Company shall inform the GOVERNMENT or its
rcpresentmve of the time whcn the wr:ll shall be tested and the
production rate asoertmncd

(c) Except in instances where mulhple producmg fﬂnnatmns in the same
well can anly be produced ecnnnnncaﬂy through a single tubmg
string, Petroleum shall not be produced from multiple Oil bearing
ZOnes thmugh one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which
shal not be unf:asnnably withheld. |
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(d) The Joint Venture Company shall record data regarding the quantitics

of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the data has been obtained. Daily or weekly
statistics regarding the production from the Area shall be available at

all i‘easqnable times for examination by authorized representatives of
the GOVERNMENT.

- {e) Daily dniiling records and the graphic logs of wells shall 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 of the well after its

completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGAS, CONTRACTOR, and the Joint Venture Company shall be

permitted to import and shall be exempted from customs duties, any
taxes, levies or fees (including fees imposed by Ministerial Decision
No. 254 .of 1993 issued by the Minister of Finance, as now or
hereafter amended or substituted) of any nature and from the
importation rules with respect to the importation of machinery,
equipment, appliances, materials, items, means of transport and
transportation, électric appliances, -air conditioners for offices, field
housing and facilities, electronic appliances, computer hardware and
software, as well as spare parts required for any of the imported
items, all subject to a duly approved certificate issued by the
responsible representative nominated by EGAS for such purpose,
stating  that the imported items “are required for conducting the
operations pursuant {o this Agreement. Such certificate shall be final
and binding and shall automatically result in the importation and the
exemption without any further approval, delay or procedure.
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{b) Machinery, equipment, appliances and means of transport and
transportation imported by EGAS' , CONTRACTOR's and the Joint
Venture Company's contractors and sub-contractors temporarily
engaged in any activity pursuant to the operations 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, upon presentation of a duly
approved certificate issued by EGAS responsible representative
nominated by EGAS for such purpose, stating that the imported
items are required for conducting the operations pursuant to this
Agreement. Items set out in Article XII (a) imported by EGAS/,
CONTRACTOR's and the Joint Venture Company's contractors and
sub-contractors for the aforesaid operations, in order to be installed
or used permanently or consumed shall meet the conditions for
exemption set forth in Article XIi(a) after being duly certified by
EGAS’' responsible representative to be used for conducting
operations pursuant to this Agreement.

(c) The expatriate employees of CONTRACTOR, the Joint Venture
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.RE. However, personal
household goods and furniture (including one (1) car) for each
expatriate employee of CONTRACTOR and/or the Joint Venture
Company shall be cleared under the "Temporary Release System”
(without payment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authoritics
by CONTRACTOR or the Joint Venture Company approved by
EGAS' responsible representative stating that the imporied items are
imported for the sole use of the expatriate employee and his family,
and that such imported items shall be re-exported outside the A.R.E.
upon the repatriation of the concerned exp i smployee.
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(d) Items imported into the A.R.E., whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
EGAS' approval, which approval shall not be unreasnnabiy w'iihheld,
without any export duties, taxes or charges or any taxes or charges
from which such items have been already exempted, being
applicable. Such items may be sold within the A.R.E. after obtaining

- the approval of EGAS, which approval shall not be unreasonably

withheld. In this event, the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tariff
applicabie on the date of sale, unless such items have already been
sold to an Affiliated Company of CONTRACTOR, if any, or EGAS,
having the same exemption, or unless title to such items has passed
to EGAS.

In the event of any such sale under this paragraph (d), the proceeds
from such sale shail be divided in the following manner:

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

() The exemption provided for in Article XII(a) shall not apply to any
imported items when items of the same or substantially the same
kind and quality are manufactured locally, meet the
CONTRACTOR's and/or the Joint Venture Company's specifications
for quality and safety, and are available for. timely purchase and
delivery in the A.R.E. at a price not higher than ten percent (10%)
more than the cost of the imported item, before customs duties but
after freight and insurance costs, if any, have been added.
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([} CONTRACTOR, EGAS and their respective buyers shall have the
right to freely export the Petroleur produced from the Area pursuant
to this Agreement; no license shall be required, and such Petroleum
shall be exempted from any customs duties, any taxes, levies or any
other imposts in respect of the export of Petroleurn hereunder.

ARTICLE X0I
BOOKS OF ACCOUNT ACCOUNTING AND PAYMENTS

(a) EGAS, CONTRACTOR and the Yoint Venture Company shall each
maintain at their business offices in the AR.E. books of account, in
accordance with the Accounting Procedure in Annex “E* end
accepted accounting practices generally used in the Petroleum
industry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved hereunder.
CONTRACTOR and the Joint Venture Company shail keep their
books of account and accounting records in U.5. Dollars.

The Joint Venture Company shall furnish to the GOVERNMENT or
its representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or its represeniatives and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representatives within thirty (30) days after
the end of the month covered in the return.

(b) The aforesaid books of account and otherbwks and records velerred
to above shall be available at all reasonable times for inspection by
duly authorized representatives of the GOVERNMENT.
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() CONTRACTOR shall submit to EGAS a Profit and L.oss Statement
of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit or
loss from the Petroleum operations under this Agreement for such
Tax Year.

CONTRACTOR shall at the same Hime submit a vear-end Balance
Sheet for the same Tax Year to EGAS. The Balance Sheet and
financial ‘statements shall be certified by an Egyptian cerhified
accounting firm.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

() CONTRACTOR and/or the Joint Venture Company shall prepare
and, at all times while this Agreement 1s in force, mamiain accurate
and current records of their operations in the Area. CONTRACTOR
and/or the Joint Venture Company shall furnish the GOVERNMENT
or its representatives, in conformity with applicable regulations or as
the GOVERNMENT or its representatives may reasonabiy require,
information and data concerning their operations under this Agreement.
The Joint Venture Company shall perform the functions indicated in
this Article XTIV in accordance with its role as specified in Article VI

{b} CONTRACTOR and/or the Joint Venture Company shall save and
keep a representative portion of each sample of cores and cuttings
taken from drlling wells, 1o be disposed of, or forwarded to the
GOVERNMENT or its representatives in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or
the Joint Venture Company for their ‘own purposes shail be
considered available for inspection at any reasonable time by the
GOVERNMENT or its representatives. |

(¢) Unless otherwise agreed to by EGAS, in case of exporting any rock
samples outside the ARE, samples equivalent in size and quality
shall, Before such exPortation, be delivered to EGAS as representative
of the GOYERNMENT.
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(d) Originals of records shall only be-exported with the permission of
EGAS; provided, however, that magnetic tapes and any other data
which must be pmccsscd or analyzcd outside the A.R.E. may be
exported: if a monitor -or a comparable record, if available, is
maintained in the A.R.E.; and provided that such exports shall be
promptly repatnated to the A.R.E. fullnﬁing such processing or
analysis on the understanding that they belong to EGAS. :

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

During the period in which CONTRACTOR conducts the Exploration
operations, CONTRACTOR shall furmish EGAS with monthly, quarterly,
semi-annual and annual technical status reports.

For the purpose of obtatning new offers, the GOVERNMENT and/or
EGAS may at the end of any Exploration period ,as it inay be
- extended pursuant to the provisions-ef Article V above, or at the date
of termination of this Agreement, whichever is earlier, show any

other party un-mtcrpre:ted basic geophysical and geological data with
respect to the area which CONTRACTOR has relinquished.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR's Exploration
operations and shall indemnify the GOVERNMENT and/or EGAS
against all darnages for which they may be held liable on account of any
such operations. |

However, in the event that any damage results as a consequence of the
issuance of any order, reguolation or direction of the GOVERNMENT of
the A, R. E. whether promulgated in the form of a Jaw or otherwise, then
EGAS and/or CONTRACTOR shall be exempted from the responsibility
resulting from - the non-performance or delay in performance of any
obligation urider this Agreement as long as such non-performance or
delay in performance is arising out of the issuance of such orders,
regulations or laws within the limits imposed by such orders, regulations
or laws. HGAS andfor CONTRACTOR shall be granted the necessary
period for the restoration of any damage resulting from the non-performance
or the delay in performance, provided that such granted period shall be
added to the term of the relevant period of this Apreement at that timne
and shall be restricted to the Block(s) affected by such orders, regulations
or laws and shall not exceed the period of delay referred to above.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access 10 the Area covered by this Agreement and fo the operations
conducted thereon. Such representatives may examine the books,
registers and records of EGAS, CONTRACTOR and the Joint Venture
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinefy and instruments of
CONTRACTOR or the Joint Venture Company on the condition that no
danger or impediment to the operations hereunder shall arise directly or
mdirectly from such use. Such representatives shall be given reasonable
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assistance by the agents and employees of CONTRACTOR or the Joint
Venture Company so that none of their aciivities endanger or hinder the
safety or efficiency of the operations, CONTRACTOR or the Joint
Venture Company shall offer such representatives all privileges and
facilities accorded 10 its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequately
furnished housing while they are in the ficld for the purpose of
facilitating the objectives of this Article XV1. Without prejudice o Article
XIV{e), any and al information obtained by the GOVERNMENT or its
representatives under this Article XVI shall be kept confidential with
respect 10 the Area.

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

{a} B is the destre of EGAS and CONTRACTOR thar operations
hereunder be conducted in 4 business-like and efficient mannen

{1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or the Joint Venture Company
and the personnel of iis contractors for the conduct of the
operations hereunder, shall be granted a residence as provided
for in Law No. 89 of 1960, as amended, and Ministerial Order
No. BiBG of 1996, and CONTRACTOR agrees that all
immigration, passport, visa and employment regulations of the
AR.E., shall be applicable to all alien employees of
CONTRACTOR working in the ARE.

(2) A minimum of twenty five percent {25%) of the combined
salanies and wages of each of the expatriate administrative,
professional and technical personnel employed by
CONTRACTOR or the Joint Venture Company shall be paid
monthiy in Egyptian curiency.
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{b) CONTRACTOR and the Joint Venture Company shall each select its
employees and determine the number thercof, to be used for
operations hereunder,

(¢} CONTRACTOR, shall after consultation with EGAS, prepare and
carry out specialized training programs for all its employees in
A.RE, engaged in operations hercunder with respect to applicable
aspects of the Petrolenm industry. CONTRACTOR and the Joint
Venture Company snderiake 1o replace graduaily their non-executive
Expatﬁﬁte staff by gqualified nationals ag they are availabie.

{(d} During any of the Explorstion phases {as it may be extended),
CONTRACTOR shall give t0 a mutually agreed number of EGAS
employees an opportunity to atiend and participate in CONTRACTOR's
and CONTRACTOR's Affiliated Companies training programs relating
to Exploration and Development operations. In the event that the
total cost of such programs is less than the sumn of one hundred and
fifty thousand U.8. Dollars (3150000} in any Financial Year during
such penod, CONTRACTOR shall pay EGAS the amount of the
shortfall within thirty {30) days from the end of such Financial Year.
However, BGAS shall have the right that said amount of one hundred
and fifty thousand U.S. Dollars ($1300G0) allocated for training, be
paid directly to EGAS for such purpose.

ARTICLE XV
LAWS AND REGULATIONS

(2} CONTRACTOR and the Joint Venture Company shall be subject to
Law No. 66 of 1953 {excluding Article 37 thereof), as amended by
Law No. 86 of 1956 as amended, and the regulations issued for the
implementation thereof, including the regulations for the safe and
efficient performance of operations cartied out for the execution of
this Agreernent and for the conservation of the Petroleurn resources
of the ARE.; provided that no regulations, or modification or
interpretation  thereof are contrary 0 or inconsisient with the
provisions of this Agreement.
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(b) CONTRACTOR and the Joint Venture Company shall be subject to
the provisions of the Law No. 4 of 1994 concerning the environment
and its executive regulatlen as may be amended, as well as any laws
or regulations that may be issued, concerfiing the protection of the
environment.

(c) Except as provided in Article II(g) for Income Taxes, EGAS,
CONTRACTOR and the Joint Venture Company shall be exempted
from all taxes and duties, whether imposed by the GOVERNMENT
or municipalities including among others, Sales Tax, Value Added
Tax and Taxes on the Exploration, Development, extracting, producing,
exporting or transporting of Petroleum and LPG as well 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 also be exempted from any tax
on the liquidation of CONTRACTOR, or distributions of any income
to the shareholders of CONTRACTOR, and from any tax on capital. -

(d)} The rights and obligations of EGAS and CONTRACTOR under, and
- for the effective term of this Agreement shall be governed by and in
accordance with the prewslens of this Agreement and may only be
altered or amended by the written mutual agreement of the said
contracting parties and according to the same procedures by which

the eriginal Agreement has been issued.

(e) The contractors and sub-centracters of CONTRACTOR and the I emt
Venture Cnmpany shal! be subject to the pmwsmns of this
Agreement which affect them. Without prejudice to Article XVIII
(b) above, if regulations which are duly issued by the
GOVERNMENT apply from time to time and are not in accord with
the provisions of this Agreement, such regulations shall not apply to-
CONTRACTOR, the Joint Venture Company and their respective
contractors and sub-contractors, as the case may be.
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(f) EGAS, CONTRACTOR, the Joint Venture Company and their
respective contractors and sub-contractors shall for the purposes of
this Agreement be exempted from all professional stamp duties,
imposts .and levies imposed by syndical laws with respect to their
documents and activities hereunder,

(g) Without prejudice to Article XVIII {(b) above, all the exemptions
from the application of the A R.E. laws or regulations granted to
EGAS, CONTRACTOR, the Joint Venture Company, their contractors
and sub—cnn'lractnrs under this Agreement shall include such laws
and regulations as presently in effect or as thereafter amended or
substituted.

ARTICLE XIX
- STABILIZATION

In case of changes in existing legislation or regulations applicable
to the conduct of Exploration, Development and production of
Petroleum, which take place after the Effective Date, and which
significantly affect the economic interest of this Agreement to the
detriment of CONTRACTOR or which imposes on CONTRACTOR an
obligation to remit to the AR.E. the proceeds from sales of
CONTRACTOR's Petroleum, CONTRACTOR shall notify EGAS of the
subject legislative or regulatory measure as well as its consequent effects
that may cause the destabilization of the Agreement. In such case, the
parties shall negotiate appropriate modifications to this Agreement
designed to restore the economic balance thereof which existed on the
Effective Date.

The parties shall use their best efforts to agree on the appropnate
amendments to this Agreement within ninety (90) days from aforesatd notice.

These amendments to this Agreement shall in any event neither

decrease nor increase the rights and obligations of CONTRACTOR as
these were agreed on the Effective Date.
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In the event the parties fail to reach an agréemcnt during the period
referred to above in this Article, such dispute shall be referred to the
general rules in settling the disputes stated in Article XXIV of this

Agreement.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent expectation of
war or internal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
the Joint Venture Company to increase such production to the utmost
possible maximum, The GOVERNMENT may also requisition the

Oil and/or Gas field itself and, if necessary, related facilities.

(b) In any su-:_:h' casé, such requisition shall not be effected except after
inviting EGAS and CONTRACTOR or their representatives by
registered letter, with acknowledgement of receipt, to express their

views with respect to such requisition.

(c) The requisition of production shall be effected by Ministerial Order.
Any requisition of Oil and/or Gas field itself, or any related facilities,
shall be effected by a Presidential Decree duly notified to EGAS and
CONTRACTOR.

(d) In the event of any requisition as provided for above, the
GOVERNMENT shall indemnify in full EGAS and CONTRACTOR

for the period during which the requisition is maintained, including:
(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the royalty share of such production.
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However, any damage resuiting from enemy attack is not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in
accordance with Article VII(c).

ARTICLE XXI
ASSIGNMENT

(a) Neither EGAS nor CONTRACTOR may assign to a person, firm or

corporation, in whole or in part, any of its rights, privileges, duties or
obligations under this Agreemént either directly or indirectly without
the written ﬁtppmval of the GOVERNMENT, and in all cases priority
shall be given to EGAS; if it so desire, to obtain such interest
intended to be assigned.

(b) Without prejudice to Article XXI (a), CONTRACTOR may assign all

(c)

or any of its rights, privileges, duties and obligations under this
Agreement to an Affiliated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notify EGAS and the
GOVERNMENT in writing and obtain the written approval of the
GOVERNMENT on the assignment.

In the case of an assignment either in a whole or tn a part to an
Affiliated Company, the assignor together with the assignee shall
remain jointly and severally liable for all duties and obligations of

CONTRACTOR under this Agreement provided such Affihated
Company remains in the same capacity as an Affitiated Company.

To enable consideration to be given to any request for such
GOVERNMENT's consent referred to in (a) or (b) above, the
following conditions must be fulfilled:

(1) The obligations of the assignor deriving from this Agreement

must have been duly fulfilled as of the date such request 1s
made.



Vo Vilmdin YV 3 {t'? cgt«' Yo siall "';"""""J‘" g b

oV

ol isalass e 5 d5 o gas Ao il Ry Jezts oF o (1)
Sl vie Lpde (godais S ol LI oty and] 5Ll
iyl o Ol gl Cydas e LS Ll sl a3 0S5 ey
Jod estazels Lgamdl Li"'L"Hi U‘li TS JJL.I.” F t}ﬁu wieks 3
RIS PO

CRE- e/ JUATEESN (W PNy U 7% J ST LN SR B PROPT I,
i) Rty 20 5 LS

iy ol Dl St g, Wy (s 51 Wl gt S st ol ()

Wbl Ao ol kil oo giony pputinlly Lo0bkl 53l i 0 pi)
o LffWJJi'l‘f"iJfﬁ"ﬂJ‘hﬁ“‘#M LJTJuleJthJig)‘Ji
A piny Jiradt e (it 3L ! ey JLAU Jne e U3
% IR YL U JO% (R B PO pamsy 3 debbiall Rl s,y Slanl!

TSP TIA

Tl RSt Sy il J5asd U Gl J3lall Gl sie ()

o5 Yoyt ¥ Jjliad! e gzosy 46 ooljlial] Rutlgat] s it e
Jpadl plan¥ Gov . ulon] JIiias J3L0 g Auledt boo ad in
I Lot el J3balt (s of Bty L 3kt st adt e
ol Lelgad 1 daindy g S J50alt JUaad 20 e Vagp (V-3 G
ste Al Gl Jsal] o ozdll SSL G B e Lgede 3acdl by 21
ikl G ad Logs (V1) g s Do Y 1) olone] ke

Rilpe Do pe «p il I GBI T Lt 3ttt oY b oe J3Lall

nui v Lyt i _JJ.GDL.‘_, uJS;J-I

IS r gl i cppinbinzo cpaialis b aadl Jitasdly 3kl o0 of s €3 )

L dnkam iUkl of U ATl YE sda camss Jotidf cbalzadty ciliady
kb &Y adgd s das

e



VO¥ Y. Vi Doy ¥V i (2) b Y0 sl = Taens Il B 2

(2) The instrument of assignment must include provisions stating

precisely that the assignee is bound by all covenants contained

in this Agreement and any modifications or additions in writing
that up to such time may have been made.

A draft of such instrument of assignment shall be submitted to
EGAS for review and approval before being formally executed.

(3) The assignor(s) must submit to EGAS reasonable documents
that evidence the assignee's financial and technical competence.

(d) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXI shail be free of any
transfer, capi'tal gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duty, or other Taxes or similar payments.

{e) Once the assignor and a proposed third party assignee, other than an
Affiliated Company, have agreed the final conditions of an
assignment, the assignor shall disclose in details such final
conditions in a written notification to EGAS. EGAS shall have the
right to acquire the interest intended to be assigned, if, within sixty
(60) days from assignor's written nntiﬁcatinﬁ, EGAS delivers to the
assignor a written notification that it accepts the same conditions
agreed to with the proposed third party assignee. If EGAS does not
deliver such notification within such sixty (60) day period, the
assignor shall have the right to assign to the proposed third party
assignee, subject to the Government approval under paragraph (a) of
this Article.

(f) As long as the assignor shall hold any interest under this Agreement,
the assignor together with the assignee shall be jointly and severaily
liable for alt duties and obligations of CONTRACTOR under this
Agreement,
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ARTICLE XX1I

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 to CONTRACTOR, in

the following instances:

(1)

(2)

(3)
(4)

(5)

(6)

If it has knuwingiy submitted any false statements to the
GOVERNMENT which were of a material cnnmderatmn for
the execution of this Agreement.

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

If it is adjudicated banknipt by a court of competent jurisdiction.

If 1t does not comply with any final decision reached as the result
of court proceedings conducted under Article XXIV(a).

If it intentionally extracts any mineral, other than Petroleum, not
authorized by this Agreement or without the authorization of
the GOVERNMENT, except such extractions that may be
unavoidable as the result of the operations conducted hereunder
in accordance with accepted Petroleum industry practice and
which shall be notified to the GOVERNMENT or its
representative as soon as possible, |

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956 as amended; provided that they, are not contradicted by
the provisions of this Agreement. |

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

its personal property.
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(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 served on CONTRACTOR's
General Manager, in the legally official manner and receipt of which
is acknowledged by him or by his legal agents, to remedy and remove
such cause. But if for any reason such service is impossible due to
un-notified change of address, publication in the Official Journal of
the GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR. If at the end of the said ninety (90)
days notice period such cause has not been remedied and removed,
this Agreement may be canceled forthwith by Order or Presidential
Decree as aforesaid. Provided however, that if such cause, or the
failure t0 remedy or remove such cause, results from any act or
omission of one party, cancellation of this Agreement shall be
effective only against that party and not as against any other party
hereto.

ARTICLE XXIII
FORCE MAJEURE

(a) The non-performance or delay in performance by EGAS and
CONTRACTOR, or either of them, of any obligation under this
Agreement shall be excused if, and to the extent that, such
non performance or delay 1s caused by force majeure. The period of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done durin g such
delay, shall be added to the time given in this Agreement for the
performanceé 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 Exploration or Development
Block(s) affected.
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(b) "Force Majeure" within' the meaning of this Article XXHI, shall be
any act_of God, insurrection, riot, war, strike, and other labor
disturbance, fi;'as floods or any cause not due to the fault or

- negligence of EGAS and CONTRACT OR or either of them whether
or not similar to the foregoing; provided that any such cause is
beyond the reasonable control of EGAS and CONTRACTOR, or
either of them. -

(c) The GOVERNMENT shall incur no responsibility whatsoever to
EGAS and CONTRACTOR, or either of them, for any damages,
restrictions or losses arising in consequence of such case of force
nmajeure hereinafter referred to in this Article.

(d) If the force majeure event occurs during the initial Exploration period
or any extension th'ercnf and continugs in effect for a period of six
(6) months, CONTRACTOR shall have the option upon ninety (90)
days prior written notice to EGAS 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 or invalidity thereof, between
the GOVERNMENT and the parties shall be reférred to the
jJurnisdiction of the competent courts in A R.E. and shall be finally
settled by such courts. -

(b) Any dispute, controversy or claim arising out of or relating to this
Agreement, or the breach, termination or invalidity thereof, between
EGAS and CONTRACTOR shall be seitled by arbitration in
accardance with the Arbitration Rules of the Cairo Reglﬂnal Center
for International Commercial Arbltratmn (thﬂ Center) in cfff:c{ on
the date of this Agreement The award of the arbitrators shall be
final and binding on the parties.
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{1 The number of arbifrators shall be three (3}

(d) Each party shall appoint one (1) arbitrator, If, within thirty (30) days
after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claiant in writing of
the name of the arbitrator he appoints, the claimant may request the
Center to appoint the second arbitrator.

{¢) The two (2) arbitrators thul appointed shall choose the third
arbitrator who shall act as the presidipg arbitrator of the tribunal. If
within thirty (3(}) days after the’ appointtirent of the second arbitrator,
the two arbitrators have not agreed upon the choce of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at The Hague, the Netherlands to

“designate the appointing authority. Such appointing authority shall
appoint the presiding arbitrator in the same way as a sole arbitrator
woild be appointed under Article 6.3 of the UNCITRAL Adbitration Rules.
Such presiding arbitrator shall be a person of a nationality other than
the A.R.E or the CONTRACTOR's nationality(ies) and of & country
which has diplomatic relations with both the ARE. and the
CONTRACTOR's country(ies) and who has no economic inigrest in
the Petroleum business of the srgnatanﬂs hereto.

{f} Uniess otherwise agrwd by the parties to the arhltratmn the
arbitration; including the making of the award, shall take place in
Cairo, ARE. -

(¢ The decision of the arbitrators shall be final and binding upon the
Parties, including the arbitration fees. and all. reiated issues and the
execution of the arbitrators .decision shall be referred to the
competent courts according to the Egyptian laws,

{h) 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 {including the arbitratiom provision)
shali prevail. The athatrﬂn shall be conducted in both English and
Arabic languages.
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G) If, for whatever reason, afbitration in’ aécordance with the above
procedure can not take place, BGAS' and CONTRACTOR will
transfer all disputes, controversies or claims arising uut.nf or relating
to this Agreement or the breach, termination or invalidity thereof
shail be settled by ad hoc arblt:ratmn in accordance with the
UNCITRAL Arbitration Rules in effect on the Effective Date.

~ ARTICLE XXV
STATUS OF PARTIES

{(a) The rights, dutzes nbhgatmns and liabilities in respect of EGAS and
CONTRAC’I‘GR hereunder shall be several and not joint or
| collective, it being understood that this Agreement shall not be
construed as constituting an association or corporation or

partnership.
(b) Each CONTRACTOR Member shall be subject to the laws of the

place where it is incorporated regai'ding its legal status or creation,

organization, charter and by-laws, shareholding, and ownership.

Each CONTRACTOR Member's shares of capital which are entirely
held abroad shall not be negotiable in the ARE. and shall not be
offered for public subscription nor shall be subject to the stamp tax
on capital shares nor any tax or duty in the A.R.E.. CONTRACTOR
shall be exempted from the application of Law No, 159 of 1981, as

amended.

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

Agreement.
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ARTICLE XXV1
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

(a)

{b)

(syive prionty to local cﬁntm-::tnrs and sub-contractors, including
EGAS' Affiliated Companies, as lﬁﬂg” as their performance is
comparable with intemational performance and the prices of theit
services are not higher ‘than the prices of other contractors and
sub-contractors by more than ten percent (10%). |

Give preference to locally manufactured material, equipment,
machinery and consumables as long as their quality and time of
dﬁ:livefy aré comparable to infernationally available matenial,
equipment, machinery and consumables. However, such material,
equipment, machinery and consumables may be umported for
operations conducted bereupder if the local price of such items at
CONTRACTOR's or the Joint Venture Company's operating base in
the A.R.E. is more than ten percent (10%) higher than the price of

-such imported iterns before customs duties, but after trapsportation

and insurance costs have been added.

ARTICLE XXVII
TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of A.R.E., be referred to in construing or interpreting this Agreement;
;ﬁﬁ}vided,‘. however, that in any arbitration pursuant to Article XXIV
herein above between EGAS and CONTRACTOR the English and
Arabic versions shall both be referred to as having equal force in

construing or interpreting this Agreement.
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ARTICEE XXVII
GENERAL

The headings or titles to each of the Asticles of this Agreement are solely
for the convenicnce of the parties hereto and shall not be used with
respect 1o the interpretation of said Articles.

ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agrwmt shail not be binding upon any of the parnes hereio
unless and until a law is issued by the competent authorities of the ARE.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement foll force and effect of ‘law notwithstanding any
countervailing Govemnmental enactment, and the Agreement is signed by
the GOVERNMENT, EGAS, and CONTRACTOR.

GUJARAT STATE PETROLEUM CORPORATION LIMITED
COMPANY
BY: AR S = P s e e s s e

GEGGL()BAL RESOURCES {BA,RBABOS) INC. COMPANY
BY: cnmrrmvmmsmaes S—

ALKOR PETROO LIMETED COMPANY .

BY; e - g s P e b Wﬁ“W*Mﬂw- s —

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
e CUR .
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ANNEX "A*"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
| AND
GUJARAT STATE PETROLEUM CORPORATION LIMITED
| AND
GEOGLOBAL RESOURCES (BARBADOS) INC.
AND
ALKOR PETROO LIMITED
IN
NORTH HAP' Y OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex “B" is a provisional illustrative map at an approximate scale of
(1: 1000000) showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately four thousand one
hundred and eighty square kilometers (4180 km?). It consists of all or
part of Exploration Blocks, the whole Blocks are defined on three (3)
minutes latitude by three (3) minutes longitude grid.

The delineation lines of the Area in Annex "B" are intended to be only
tlustrative and provisional and may not show accuratei}r the true ﬁositinﬁ
of such blocks in relation to existing monuments and geographical
features.
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Coordmates of the comer points.of the Area are given in the following
table which forms an integral part of this Annex "A":-

BOUNDAKRY COORDINATES

OF

N. HAP' Y OFFSHORE AREA

MEDITERRANEAN SEA
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ANNEX “B *
MAP OF THE CONCESSION AGREEMENT

N. HAP'Y OFFSHORE AREA

MEDITERRANEAN SEA

ANNEX "B

CONCESSION AGREEMENT FOR
GAE AND CRUDE OiL
EXPLORATION AND
CEXLOITATION - - .

BETWEEN

THE ARAB REFUBLK: OF EGYPT
AND

EGYPTIAN NATURAL GAS HOLDING
COMPANY
AND - :

GUJARAT STATE PETROLEUM
CORPORATION LIMITED
GEQGLOBAL RESOURCES [BARBADOS) WG,
ALKOR PETROO LIMITED
IN

N. HAP'Y OFFSHORE AREA
MEDMTERRANEAN SEA
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ANNEX "C"
'BANK LETTER OF GUARANTEE
Letter of Guarantee No. --- (Cairg --=-ees-uae 200--),
EGYPTIAN NATURAL GAS HOLDING COMPANY.

Gentlemen,

The undersigned, National Bank of Egypt as Guaranter, hereby
guarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(hereinafter referred to as "EGAS") to the limit of one hundred and fifty
million ($150000000) U.S. Dollars, the performance by GUJARAT
STATE PETROLEUM CORPORATION LIMITED “"GSPC",
GEOGLOBAL RESOURCES (BARBADOS) INC. "GGR" and ALKOR
PETROO LIMITED "ALKOR" (hereinafter referred to as
"CONTRACTOR") of its obligations required for Exploration operations
to spend a minimum of one hundred and fifty million U.S. Dollars
($150000000) during the four (4) Years of the initial Exploration period
under Article IV of that certain Concession Agreement (hereinafter
referred to as the "Agreement”) covering that Area described in Annexes
"A" and "B" of said Agreement, by and between the Arab Republic of
Egypt (hereinafter referred to as "A R.E"), EGAS and CONTRACTOR,
in NORTH HAP'Y OFFSHORE AREA, MEDITERRANEAN SEA issued
by Law No,--—-- -— of 200 --

It is understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
said one hundred and fifty. million U.S. Dollars ($150000000) by the
amount of money expended by CONTRACTOR for such Exploration
operations during each such quarter and approved by EGAS. Each such
reduction shall be established by the joint written statement tc ths
Guarantor by EGAS ahd CONTRACTOR.

In the event of a claim by EGAS of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
minimum expenditure obligations under Article IV of the Agreement,
there shall be no liability on the undersigned Guarantor for payment to
EGAS unless and until such liability has been established by written
statement of EGAS setting forth the amount due under the Agreement.
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It is a further condition of this Letter of Guaranty that:

(1) This Letter of Guaranty will'become available only provided that the
Guarantor will have beeti inforriiéd in writing by CONTRACTOR
and EGAS that the Agreement between CONTRACTOR, A R.E.

and EGAS has become effective according to its terms, and said
Guaranty shall become effective on the Effective Date of said

Agreement.
{2) This Letter of Guaranty shall in any event automatically expire:

(a) Four (4) Years and six (6) months after the date it becomes
effective, or |

(b) At such time as the total of the amounts shown on quarterly joint
statements of EGAS and CONTRACTOR equals or exceeds the
amount of said minimum expenditure obligation, whichever is
earlier.

(3) Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied by EGAS' written statement, setting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has failed to perform its expenditure
obligations referred to in this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGAS.
Please return to us this Letter of Guaranty in the event it does
not become effective, or upon the expiry date.

Yours Faithfully,

Accountant : ------------------—-------g;---—--

Manager : =====s=suscmmccsncncriinsacanaaanas

Date : -=c-mcmcammmcmcmcccccccmcaceen.
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ANNEX “D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE I
FORM AND GOVERNING LAW

A joint stock ¢company having the nationality of the ARAB REFUBLIC
OF EGYPT shall be formed with the authorization of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter, |

The Joint Venture Company shall be subject to all laws and regulations
in force in the A.R.E. to the extent that such laws and regulations are not

inconsistent with' the provisions of this Charter and the Agreement
referred to below.

ARTIHCLE I
NAME OF JOINT VENTURE COMPANY

The name of the Joint Venture Company shall be mutually agreed upon
hetween EGAS and CONTRACTOR on the date of the Commercial
Discovery, and shail be subject to the approval of the Mimster of
Petroleum. |

ARTICLE H1
LOCATION OF HEAD OFFICE
The Head Office of the Joint Venture Company shall be in Cairo, ARE..

ARTICLE IV
OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Venture Company is to act as the agency through
which EGAS and CONTRACTOR, carry out and conduct the
Development operations required in accordance with the provisions of
the Concession Agreemient for Gas and Crude Oil Exploration and
Exploitation in NORTH HAP' Y OFFSHORE AREA, MEDITERRANEAN
SEA, A.RE (hereinafter referred to as the "Agreement") entered into by
and between the Arab Republic of Egypt (hereinafier referred to as the
YA RE™, EGAS and CONTRACTOR issued by Law No. ~— of 200--.
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The Joint Venture Company shall also be the agency to carry out and
conduct Exploration operations after the date of Commercial Discovery,
in any portion of the Area converted into a Development Lease, pursuant
to Work Programs and Budgets approved in accordance with the

Agreement.

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

Amnex "E" thereto.

The Jomt Ve_ﬁture ‘Company shall not engage i any business or
undertake any activity beyond the performance of said operations unless
otherwise agreed upon by EGAS and CONTRACTOR.

ARTICLE V
CAPITAL

The authorized capital of the Joint Venture Company is twenty thousand
(20000} Egyptian Pounds divided into five thousand (5000) shares of

common stock with a value of four (4) Egyptian Pounds per share having

equal voting rights, fully paid and non-assessable.

EGAS and CONTRAUTOR shall each pay for, hold and own, throughout
the life of the Joint Venture Company, one half (1/2) of the capital stock
of the Joint Venture Company provided that only in the event that either
party should transfer or assign the whole or any percentage of its
ownership interest in the entirety of the Agreement, may such
transferring or assigning party transfer or assign any of the capital stock
of the Joint Venture Company and, in that event, such transferming or
assigning party (and its successors and assignees) must transfer and
assign a stock interest in the Joint Venture Company equal to the
transferred or assigned whole or percentage of its ownership interest in
the entirety of the said Agreement.
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ARTICLE VI
- ASSETS

The Joint Venture Company shall not own any right, ttle, interest or
estate in or under the Agreement or any Development Lease created there
under or in aﬁy of the Petroleum produced from any Exploration Block
or Development Lease there under or in any of the assets, equipment or
other 1r}r1::.11:vf.-,1f}r 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 EGAS or CONTRACTOR under the
Agreement.. The Joint Venture Company shall not make any profit from
any source whatsoever.

ARTICLE VI
ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever it is indicated herein that the Jomnt Venture
Company shall decide, take action or make a proposal and the like, 1t 18
understood that such decision or judgment is the result of the decision or
judgment of EGAS, CONTRACTOR or EGAS and CONTRACTOR, as

may be required by the Agreement.
ARTICLE VIHI
BOARD OF DIRECTORS

The Joint Venture Company shall have a Board of Directors consisting of
eight (8) members, four {(4) of whom shall be designated by EGAS and
the other four (4) by CONTRACTOR. The Chairman shall be designated

by EGAS and shall also be a Managing Director. CONTRACTOR shail
designate the General Manager who shall also be a Managing Director.
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ARTICLEIX
YALIDITY OF BOARD RESOLUTIONS

Meetings of the Board of I}imcturs shall be valid if a majority of the
Directors are pmsant and any decision taken at such meetings must have
the afﬁnnanvc voie Ef five (5) or I‘l‘i{}l'ﬂ of the Directors; provided,
however, that any Director may be represented and vote by proxy held
by another B:rectar
ARTICLE X
SHAREHOLDERS' MEETINGS

Ceneral-meetings of the Shareholders shall be valid if a majority of the
capital stock of the Joint Venture Company is represented thereat. Any

decision takén at such meetings must have the affirmative vote of
Sharcholdefs owning or representing a majority of the cﬁpitai stock.,
ARTICLE XI
PERSONNEL AND BY-LAWS

The Boaid of Directors shall approve the regulations covering the terms
and conditions of f:mpiaymem of ﬂw persmmf:i of the Joint Veature

4..1

assigned thereto by CONTRACTOR and EGAS.

The Board of I?zr&cmman, in due course, draw up the By-Laws of the
Joint Venture Company and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, in accordance with

the provisions of Article X hereof,
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ARTICLE XH
DURATION OF THE JOINT VENTURE COMPANY

The Joint Venture 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 Agrcement (unless
otherwise agreed by EGAS and CONTRACTOR).

The duration of the Iu:nt Venture Cumpany shall be for a period equal to
the duration of the Agreement, mcludmg any extension thereof.

The Joint Ventwre Company shall be wound up if this Agreement is
terminated for any reason as provided for theremn.

GUJARAT STATE PETROLEUM CORPORATION LIMITED
COMPANY
e

GEOGLOBAL RESOURCES.(RARBADOS) INC. COMPANY

ALKOR PETROO LIMITED COMPANY
B}' . — e

THE EGYPTIANNATURALGAS HOLDING COMPANY
By :- wmmmme
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__ ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:

The definitions contained in Article I of this Agreement shall apply

to this Accounting Procedure and have the same meaning.

(b) Statements of Activity:

(1) CONTRACTOR shall, pursuant to Article 1V of this Agreement,
render to EGAS within thirty (30) days of the end of each
calendar quartci' a Statement of Exploration Activity refiecting
all charges and credits related to the Exploration operations
conducted in any portion of the Area not converted into a
Development Lease for that quarter, summarized by

appropriate classifications indicative of the nature thereof.

(2) Following its coming into existence, the Joint Venture Company’
shall render to EGAS and CONTRACTOR within fifteen (15)
days of the end of each calendar quarier a Statement of
Development and Exploration Activity reflecting all charges
and credits related to the Development and Exploration
operations conducted in any portion of the Area converted into
a Development Lease for that tjuartcr; summarized by
appropriate classifications -indicative of the nature. thereof,
provided that items of controllable material and unusual
charges and credits shall be detailed.
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(¢) Adjustments and Audits:

(1) Each quaﬁcfly Staternent of | Exploration Activity pursuant to
Article I(b)(1) of this Annex shall conclusively be presumed to
be ﬁue and comrect after three (3) mﬂgths_fﬁilnwing the reﬁeipt
of each Statement by EGAS, unless within the said &;raer (3
months period EGAS takes written exception thereto pursuant 1o
Arﬁcle: IV(f} of the Agreement. During the said three (3) months
period supporting documents will be available for inspection by
EGAS during all working hours.

CONTRACTOR shall have the same audit rights on the Joint
Venture Gmn;mny Staternents as EGAS under this sub.paragraph.

(2) All Statements of Development and Exploration Activity for any
ca_'le-r;dqr ’qum;tcr pursuant tu__Anicle I(b)(2) of this {&nnex, shall
cmluﬁwly be muma:l to be true and correct after three (3)
months following the receipt of each Statement of Development
and Exploration Activity by EGAS and CONTRACTOR, ualess
within the said three (3) months period EGAS or CONTRACTOR
takes written exception thereto. Pending expiration of said three
(3) months period EGAS or CONTRACTOR or both of them
shall have the right to audit ﬂielmgt\?entln'e Company's accounts,
records and supporting documents for sech quarter, in the same
‘manner as provided for in Article IV(T) of the Agreement.
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(d) Currency Exchange:

CONTRACTOR's books for Exploration and the Joint Venture
Company’s books for Development and Exploration, if any, shall be
kept in the A-RE. in U.S. Dollars. All U.S. Dollars expenchtuxes
shall be charged in the amount expended. All Egyptian currency
expenditures shall be converted to U.S. Dollars at the applicable rate of

exchange issued by the Central Bank of Egypt on the first day of the
month in which éxpendimms are recorded, and all other non-11.5.
Dollars expenditures shall be converted into U.S. Dollars at the
buying rate of exchange for such currency as quoted by National
Westminster Bank Limited, London, at 10.30 am. GM.T., on the
first day of the month in which expenditures are recorded. A record
shall be kept of the exchange rates used in converting Egyptian
“currency or other non - U.S. Dollars expenditures into U.S. Dollars.

(e} Precedence of Documents:

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

() Revision of Accounting Procedure:

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

{g} No Charge for Interest on Investment:
Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as
recoverable costs underthe Agreement. =~
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ARTICLEH
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through the Joint Venture 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 principies and treated and recovered in accordance
with Article VII of this Agreement:

{a} Nurface Rights:

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

(b} Labor and Related Costs:

{1} Sataries and wages of CONTRACTOR's or the Joint Venture
Company’s employees, as the case may be, directly en in
the various activities under the Agreement, including salaries
and wagss paid to geologists and other employees who are
temporarily assigned to and employed mn such activities, Such
saaries and wages shall be certified by a certified public
accounting firm.

Reasonable yrevisions of such salaries and wages shall be
effected fo take imlo account changes in CONTRACTOR's
policies and amendments of laws applicable to salaries. For the
purpose of this Article I(b) and Article H{c) of this Annex,
salaries and wages shall mean the assessable amounts for
ARE. Income Taxes, including the salaries during vacations
andd sick leaves, but excluding all the amounts corresponding to
the other items covered by the percentage fixed under (2) below.
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(2) For expatriate employees permanently assigned to A R.E.:
1. All allowances applicable to salaries and wages;
2. Cost of established plans; and

3. All travel and relocation custé. of such expatnate
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
ARE. to another location other than their country of

| mgm shall not be charged to A.R.E. operations).

Cﬂsts under this Article [I(b)(2) shall be deemed to be
equal to fifty percent (50%) of basic salaries and wages
- paid for such expatriate personnel including those paid
during. vacations and sick leaves as established in
CONTRACTOR's international policies, chargeable
under Article [I(b)}1), Article II(i), Article II(k)(1) and
- Article II(k)3) of this Annex.
Howevér, salaries mid wages during ‘vacations, sick
leaves and disability are covered by the foregoing
percentage. The percentage outlined above shall be
deemed to reflect CONTRACTOR's actual costs as of the
Effective Date with regard to the following benefits,
allowanoces and costs :-

~ 1. Housing and utilities allowance.

2. Commodities and services allowance.
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3. Special Rental Allowance .

4.

5.

6
7.
&

Q.

10.
i1.
12.
13
14,
13.

16.

17.

18,
19,

21.
22.
23.

Vacation Transportation Allowance,

Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.

Education Allowances (Children of Expatriate Employees).
Hypothetical U.S. Tax Offset {which results in a reduction
of the chargeable percentage).

Storage of Personal Effects.

Housing Refurbishment Expense.

| Property Management Service Fees.
‘Recreation Allowance.
. itl:mﬂ. ent ﬂr -:n-

Group Life Insurance.
Group Medical Insurarnce.
Sickness.and Disability.

. Vacation Plans Paid (exclyding Allowable Vacation Travel

Expenses).

Savings Plan,

Educational Assistance,

Military Service Allowance.

FLCA.

Workenan's Comperisation.

Federal and State Unemployment Insurance.
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24. Personnel Transfer Expense.
25. National Insurance.

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

The percentages outlined above shall be reviewed at interyals
of three (3) Years from the Effective Date and at such time
CONTRA_CT OR and EGAS shall agree on new percentages to
be used under this Article II(b)(2).

Revisions of the percentage shall take into consideration vari-
ances in costs and changes if"CONTRACTOR's international
policies which modify or exclude any of the above allowances
and benefits.

The revised percentages shall reflect as nearly as possible
CONTRACTOR's actual-costs of all its established allowances
and benefits and of personnel transfers.

(3) For expatriate employees temporarily assigned to the AR.E all

allowances,. costs of established plans and  all travel and/or
relocation costs for such expatriates as paid in accordance with
CONTRACTOR's international pollcies Such costs shall not
include any administrative overhead other than what is
nwntmncd in Artlclc I(k)(2) of this Annex.

(4) Expenditure or contributions made pursuant to law or geggssment

imposed by any gmrqmmﬂntal aatharity which are applicable to
labor cost of salaries and wages as provided under Article II(b)
(1), Article II(b}2), Article 1I(i), Article TI(k)(1) and Article Tl
(k)(3) of this Annex.



YoV D iy YV i () g Y0 aaall = e S 4 YL Y

: ol SALRZL! LSIITg asida g gababal! Sidadg Wl ja (2)
s B8 lad e salaad! LIt oVl Lo Jasl ol 4 <G
() 5,2l Usy dpasnll g7 b ST (3 o2 dl OS2 3 L gl
Sl e (V) () 5ty sl Sall] a (D) 3 ity isladl 5l a (V)
Ll Ul casy ol Lin e Lol 3581 e (P) (W) 35,2401, DL
L yle 55555 Ol bl OGS Lol 0¥l e 5uds5 3adous L3 pilys Zadidl
o Sl i) Uiy Zasd o o] S by o 50 eV ] Ly b

(g

:algd! (2)
3 5l JgLall i Ml Ly W ype9 Lgapnds Il OIshiaylly coliadly sl
. 1Szl
s ol ,zatl (V)

Jolil! ansay il b S con it colatua¥ly laally sl
Sl gt ] B8 Izl sy Ly Lihaza IS5 &1 Wl 3828t 35,800
s il oy
: sl gy, Il allt (¥}
1 s 3 U8 LSS 0000 itadeadt Lgudlazs 2t ol bl iGLS o s
33l e stll ads Jae 5,0 oF Joliadd Spmy 4 + a5 Lles
=X by 2 w3y 0. iyl & kD S, A0 ] Oy Lot
2 (o dy DY sadl st =y
oo o1 & amgadl S8 e o LRl 15 e oy Ji Gl Sasad] st
ot 1 RS ._u‘;:-si VP 5 UE | POWE FYOPIR PERPIPL (FC T4 P
oy by iy g M (A QN BSWFSLL SIUN L0d00 LalYl e 5,
RTINS I SCTIINS IO




V-¥ ¥ VL Zip YY) i Y0 saall ~ Lacw 5 4

{¢) Benefits, aliﬂwanm and related costs of national empioyees:

Bonuses, overtime, customary allowances and benefits on 2 basis
similar to that prevailing for o0il companies operating in the A.RE.,
ail as chargeable under Article H(bX1), Asticle II{i}, Asticle TH{K{(})
and Article TI(k)}(3) of this Annex. Severance pay shall be charged.at
a hixed rate applied to payrolls which shall equal an amount
equivalent to the maximum liability for severance payment as
required under the A RE, Labor Law.

(d) Material;

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or the Joint Venture Company.

(1} Purchases:

Material, equipment and supplies purchased shall be accounted
- for at the price paid by CONTRACTOR or the Joint Venture
Company plus any related cost and after deduction of all
discounts actually received. |
(2) Material farnished by CONTRACTOR: |

Material, required for operations shall be purchased directly

whenever practicabie, except that CONTRACTOR may fumish

sich' miterial from €ONTRACTOR's or CONTRACTOR’s

Affiliated Companies stocks outside the ARE. under the

foltowing conditions:

1 New Miterial {Condition "A")
New Mutcrial - transferred from  CONTRACTOR's  or
CONTRACTOR's Affilisted Companies warchouse or other
properties shall be priced at cost, provided that the cost of
matetial supplied js not higher than international pricgs for
material of similar quality supplied on similar terms,
prevailing at the time such material was supphed.
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2. Used Material (Conditions '"B" and "'C"")

- a) Used Material which is.in sound and serviceable condition
and 1§ suitable for re-use without reconditioning shall be
classified as Condition "B" and priced at seventy - five
percent {(75%) of the price of new material.

b) Used Material which cannot be classified as Condition "B"
but which is serviceable for original function but
substantially not suitable for reuse without reconditioning,
shall ‘be classified as Condition "C" and priced at fifty

~ percent (50%) of the price of new material.

¢) Used Material which cannot be classified as Cnndltmn "B"
or Condition "C" shall be priced at a value commensurate
with its use.

d) Tanks, buildings and other equipment involving erection

costs shall be charged at applicable percentage of knocked
- - down new price.

(3) Warranty of material furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond
or back of the dealer's or manufacturer’s guarantee, and in case
of defective material, credit shall not be recorded until
adjustment- has been received by CONTRACTOR from the
manufacturer(s) or its (their) agents.

(e). Transportation and Employee Relocation Costs:

(1) Transportation of material, equipment and supplies necessary for
the conduct of CONTRACTOR's or the Joint Venture
Company's activities.

(2) Business travel and transportation expenses to:the extent covered
by CONTRACTOR's established policies of or with regard to
expatriate and national employees, as incurred and paid by, or
for, employess in the condact of CONTRACTOR's or the Joint
Venture Company's business. -

(3) Employees transportation and relocation costs for national
employees to the extent covered by established policies.
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() Services:

(1) Outside services: The costs of contracts for consultants, services
and utilities procured from third parties.

(2) Cost of services perft}nncd'by EGAS or by CONTRACTOR, or
their Affihated Companies in facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGAS and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects involving

- engineering and design services shall be performed by EGAS
and/or CONTRACTOR or their Affiliated Companies at a negotiated
contract amount.

(3) Use of EGAS', CONTRACTOR's or their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not
in excess of competitive rates then prevailing in the A.R.E.

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’
rates shall not include any administrative or overhead costs

other than what is mentioned in Articie II(k}2) of this Annex.
(g) Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or the Joint Venture
Company through the exercise of reasonable diligence.
CONTRACTOR or the Joint Venture Company shall furnish EGAS
and CONTRACTOR with a written notice of damages or losses
incurred in excess of ten thousand U.S. Dollars ($10000} per
occurrence, as soon as practicable after report of the same has been
received by CONTRACTOR or the Joint Venture Company.
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(h) Insurance and Claims:

The cost of any public liability, property damage and other insurance
against liabilities of CONTRACTOR, the Joint Venture Company
and/or the parties or any of them to their emplnye:es and/or outsiders
as may be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim collected, less the actual cost of makmg
a claim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good international Petroleum industry practices, all related actual
expenditures incurred and paid by CONTRACTOR or the Joint
Venture Company in settlement of any and all losses, claims,
damages, judgments and any other expenses, including legal
Services.

(i) Indirect Expenses:
Camp overhead and facilities such as shore base, warehouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area.

(Jj) Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event actions
or claims affecting-the interests hereunder are handled by the legal
staff of one or more of the parties hereto, a charge commensurate with
the cost of providing and furnishing such services shall be made to
operations. -
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(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR is conducting Exploration operations,

the cost of staffing and maintaining CONTRACTOR's head
office in the A.R.E. and/or other offices established in the
ARE. as appropriate other than field offices, which shall be
charged as provided for in Article II(i) of this Annex, and
excepting salaries of employees of CONTRACTOR who are

temporarily assigned to and directly serving on the Area, which
shall be charged as provided for in Article II(b) of this Annex.

(2) CONTRACTOR's administrative overhead outside the A.R.E.
applicable to Exploration operations in the ARE. shall be
chargétl' each month at the rate of five percent (5%) of total
Exploration expenditures, provided that no administrative
“overhead of CONTRACTOR outside the A.R.E. applicable to
A.R.E. Exploration operations shall be charged for Exploration

operations conducted by the Joint Venture Company. No other
direct charges as such for CONTRACTOR's administrative
‘overhead outside the ARE. shall be applied against the
Exploration obligations. Exaﬁlples of the type of costs
CONTRACTOR is incurring and charging hereunder due to
activities under this Agreement and covered by said percentage are:
1- Executive - time of executive officers.
2- Treasury - financial and-exchange problems.
" 3-Purchasing - procuring materials, equipment and supplies.
4 - Exploration and Production - directing, advising and controliing
the entire project. o
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5- Other departments such as legal, controlling and engineering
which contribute time, knowledge and experience to the
operations.

The foregoing does not preclude charging for direct service

under Article II(f)(2) of this Annex. |

(3) While the Joint Venture Company is conducting operations, the

Joint Venture Company's personnel engaged in general clerical

and office work, supervisors and officers whose time is

generally spent in the main office and not the field, and all
employees generally considered as general and administrative
and not charged to other types of expenses shall be charged to

_nperatinhs. Such expenses shall be allocated each month

between Exploration and Development operations according to

sound and practicable accounting methods.

(1) Taxes:

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

the Joint Venture Company with respect to this Agreement other
than those covered by Article Hi(g)(1) of the Agreement.

(m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after the Joint Venture
Company 1s formed. No sales expenses incurred outside or inside the
A.R.E. may be recovered as a cost.

(n) Other Expenditures:

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

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

(b) Reconciliation and Adjustment of Inventoriés:

Reconciliation of inventory shall be made by CONTRACTOR and
EGAS, and a list of overages and shoriages shall be jointly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the inventory adjusted by the Joint Venture Company.

ARTICLE 1V
COST RECOVERY

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

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGAS as promptly as practicable but not later than fifteen
(15) days after receipt from the Joint Venture Company of the
Statements for Development and Exploration Activity for the
calendar quarter a “Statément" for that quarter showing:

1- Recoverable costs carried forward from the previous quarter, if
- any.

2- Recoverable costs incurred and paid during the quarter.
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3- Total recoverable costs for the quarter (1) + (2).

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

5- Amount of costs recovered for the quarter.

6- Amount of recoverable costs carried forward into the succeeding
quarter, if any.
7- Excess, if any, of the value of Cost Recovery Petroleum taken and

separately disposed of by CONTRACTOR over costs recovered
for the quarter.

(b) Payments:

If such Statement shows an amount due to EGAS, payment of that
amount shall be made in U.S, Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such payment to EGAS on the date when such payment is due, then
CONTRACTOR shall pay interest of two and one half percent
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR), for three (3) months U.S. Dollars deposits
prevailing on the date such interest is calculated. Such interest
payment shall not be recoverable.

(¢) Settlement of Excess Cost Recovery Petroleum:

EGAS has the right to take its entitiement of Excess Cost Recovery
Petroleum under Article VIi(a)(2) of the Agreement in kind during
the said quarter. A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its
own entitlement of such Excess Cost Recovery Petroleum:.

(d) Audit Right:

EGAS shall have the right within a period of twelve (12) months
from receipt of any Statement under this Article IV in which to
audit and raise objection to any such Statement. EGAS and
CONTRACTOR shall agree on any required adjustments. Supporting
documents and accounts will be available to EGAS during said twelve (12)
months period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

(a) Exploration Obligation Control Accounts:

CONTRACTOR shall establish an Exploration Obligation Control
Account and an off setting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared in accordance with Article I(b)(1) of this. Annex,
iess any reductions agreed o by EGAS and CONTRACTOR
following written exceptions taken by a non-operator pursuant to
Article I{c)(1) of this Annex, in order to determine when minimum

‘Exploration obligations have been met.

(b) Cost Recovery Conirol Account:

()

CONTRACTOR shall establish a Cost Recovery Control Account
and an off-setting contra account 1o control therain, the amount of
cost remaining to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, if any.

Major Accounts: |

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

* Exploration Expenditures;

* Development Expenditures other than Operating Expenses;

* Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall beé maintained by CONTRACTOR to the
extent necessary for the controi of recovery of costs and the
treatment of Cost Recovery Petroleum.
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- ARTICLE V]
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tax:Laws except as otherwise provided for in the Agreement,
that any A.R.E. Income Taxes paid by EGAS on CONTRACTOR's
behalf constitute additional income to CONTRACTOR, and this
additional income is also subject to A.R.E. income tax, that is "grossed up”.

"CONTRACTOR's annual income”, as determined in Article II(g)(2) of
this Agreement, less the amount equal to CONTRACTOR's grossed-up
Egyptian income tax liability, shall be CONTRACTOR's "Provisional

income”.

The "Grossed - up Value" is an amount added to Provisional Income to
give "Taxable Income”, such that the grossed-up value is equivalent to
the A.R.E. Income Taxes.

THEREFORE:

Taxable Income = Provisional Income + Grossed-up Value
and

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

If the "AR.E. Income Tax rate", which means the effective or
composite tax rate due to the various A.R.E. taxes levied on income

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

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

Provisional income X Tax Rate
Grossed-up Value = -
| | 1 - Tax Rate

Where the tax rate is expressed as a decimal.

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

equal to:
$10x04 = $6.67
1- 04
Therefore:

Provisional income | $10.00
+ Grossed-up Value + 6.67
= Taxable Income $16.67
- A .R.E. Income Taxes at 40% -6.67

= CONTRACTOR's Income after taxes $ 10.00
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