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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
AMOCO EGYPT RAS EL BARR B.V.

AND

IEOC CO. INC.
IN

RAS EL BARR OFFSHORE AREA
NILE DELTA

A. R. E.

This Agreement made and entered on this ........ day of,19 , by and
between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
variously as "A.R.E." or as the "GOVERNMENT"), the EGYPTIAN
GENERAL PETROLEUM CORPORATION, a legal entity created by
Law No. 167 of 1958 as amended ( hereinafter referred to as " EGPC " )
and AMOCO EGYPT RAS EL BARR B.V,, a company organised and
existing under the laws of Netherlands (hereinafter referred to as
"AMOCQO") and IEOC CO. INC., a company organized and existing
under the laws of Panama (hereinafter referred to as "IEOC™). AMOCO
and IEQC (hereinafter are referred to collectively as "CONTRACTOR"

and individually as "Contractor Member").
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WITNESSETH

WHEREAS, all minerals including petroleum, existing in mines and
quarries in the A.R.E,, including the territorial waters, and in the seabed

subject to its jurisdiction and extending beyond the territorial waters, are

the property of the State ; and

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

hereof ; and

WHEREAS, AMOCO and IEOC agree to undertake their obligations

provided hereinafter as contractor with respect to the exploration,

development and production of petroleum in said area; and

WHEREAS, the GOVERNMENT desires hereby to grant such

concession | and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with EGPC,
and with AMOCO and IECC as a Contractor in said area .

Now, THEREFORE, the parties hereto agree as follows:
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ARTICLE I
DEFINITIONS

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

conducting exploration.

(b) "Development” shall include, but not be limited to, all the operations
and activities pursuant to approved Work Programs and Budgets

under this Agreement with respect to:

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

status of a well, and

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

recovery projects, and

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

necessary or anctliary to the activities specified in (i) and (i1).
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(¢) "Petroleum" means liquid crude oil of various densities, asphalt, gas,
casinghead gas and all other hydrocarbon substances that may be

found in, and produced, or otherwise obtained and saved from the
Area under this Agreement, and all substances that may be extracted

therefrom .

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

(e) "Gas" means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therein.
Said term shall include residual gas, that gas remaining after removal

of LPG.

(f) "LPG" means liquified petroleum gas, which is a mixture principally

of butane and propane liquefied by pressure and temperature .

(g) A "Barrel" shall consist of forty-two (42) United States gallons, liquid

measure, corrected to a temperature of sixty degrces Fahrenhert

(60°F) at atmospheric pressure of 14.65 PSIA.

(h) (1) "Commercial Oil Well" means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of

producing at the average rate of not less than two thousand
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(2000) barrels of oil per day (BOPD). The date of discovery of 4
"Commercial Oil Well" is the date on which such well is tested

and completed according to the above .

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

less than fifteen million (15,000,000) standard cubic feet of Gas per
day (MMSCED). The date of discovery of a "Commercial Gas Well"

is the date on which such well is tested and completed according to

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

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

the relevant Law is issued .

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

Gregorian Calendar .

2. "Calendar Year" means a period of twelve (12) months according

to the Gregorian Calendar being 1st January to 31st December

(D"Financial Year” means the Government's financial year according to

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

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

taws and regulations of the AR.E.
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(n) An "Affiliated Company" means a company:

(1) of which the share capital, conferring a majority of votes at
stockholders' mectings of such companyv, is owned directly or
indirectly by a party hereto:;

(11) which is the owner directly or indirectly of share capital conferring a

majority of votes at stockholders' meetings of a party hereto; or

(1) 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.

(0) "Exploration Block" shall mean an area, the corner points of which
have to be coincident with three (3) minute by three (3) minute
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area

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

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

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

(@) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have to be coincident with one (13 minute by
one (1) minute latitude and longitude divisions according to the
[nternational Grid System where possible or with the cXisting
boundaries of the Area covered by this Concession Agreement as sct

out 1in Annex "A" .
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(r) "Agreement" shall mean this Concession Agreement and its Annexes.

(s) "Gas Sales Agreement” shall mean a written agreement hetween
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer) which

contains the terms and conditions for gas sales from a Development
Lease entered into pursuant to Article VI (e).

(t) "Standard Cubic Foot" (SCF) is the amount of Gas necessary to fill
~one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA at
a base temperature of sixty degrees Fahrenheit (60°F) .

ARTICLE II
ANNEXES TO THE AGREEM!ENT

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

Annex "B" is an illustrative map on the scale of 1:1,250,000
indicating the Area covered and affected by this Agreement and
described in Annex "A".

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

Annex "D" is the Accounting Procedure.

Annex "E" is a current map of the National Gas Pipeline Grid

System established by the Government. The point of delivery for Gas
shall be agreed upon by EGPC and CONTRACTOR under a Gas Sales

Agreement, which point of delivery shall be located at the flange

connecting the development lease pipeline to the nearest point on the

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

Annexes "A" , "B" , "C", "D", and "E" to this Agreement are
hereby made part hereof and they shall be considered as having equal
torce and effect with the provisions of this Agreement .
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ARTICLE III
GRANT OF RIGHTS AND TERM
T'he GOVERNMENT hereby grants EGPC and CONTRACTOR

subject to the termns, covenants and conditions set out in this Agreement,

which insofar as they are 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
H_Bu

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

provided, to a royalty in cash or in kind of ten percent (10%) of the

" total quantity of Petroleum produced and saved from the Area during

the development period including renewal. Said royalty shall be
borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of royalties by EGPC shall not be
deemed to result in income attributable to CONTRACTOR.

(b) An initial exploration period of four (4) years shail start from the

Effective Date. Two (2) successive extensions to the initial
exploration period, each of two (2) years, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30) days
prior written notice to EGPC, such notice to be given not later than
the end of the then current period, as may be extended pursuant to the
provisions of Article V (a), and subject only to its having fulfilled its
obligations hereunder for that period. This Agreement shall be
terminated if neither a Commercial Oil Discovery nor a Commercial
Gas Discovery is established by the end of the eighth (8th) year of the
exploration period, as may be extended pursuant to Article V( a ).
The election by EGPC to undertake a sole risk venture under
paragraph (c) below shall not extend the exploration period nor affect

the termination of this Agreement as to CONTRACTOR.
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(¢) Commercial Discovery :

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

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

(iii) CONTRACTOR shall give notice of a Commercial Discovery to
EGPC immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development but

in any event with respect to a Commercial O Well not later
than eighteen (18) months following the date of the discovery of
the Commercial Oil Well (unless EGPC agrees that such period
may be extended, or with respect to a Commercial Gas Well not
later than thirty (30) months following the date of the discovery
of the Commercial Gas Well (uniess EGPC agrees that such
period may be extended) except that CONTRACTOR shall also
have the right to give such notice of Commercial Discovery wiil
respect to any reservoir or rescervolrs even 1f the well or wells
thereon are not "Commercial” within the detinition of
"Commercial Well" if, in its opinion, a reservolr or a group of
reservoirs, considered collectively, could be worthy of
commercial development.
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CONTRACTOR may also give a notice of Commercial Oil

Discovery in the event it wishes to undertake a Gas Recycling

Project.

A notice of Commercial Gas Discovery shall contain all
detailed particulars of the discovery and especially the arca of
Gas reserves, the estimated production potential and protile and
field life.

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

Discovery shall be the date EGPC and CONTRACTOR jointly agree

that a Commercial Discovery exists.

(iv) If Crude Oil 1s discovered but is not deemed by CONTRACTOR to

he a Commercial Oil Discovery under the above provisions of this

paragraph (¢), EGPC shall one (1) month after the expiration of the
period specified above within which CONTRACTOR can give
notice of a Commercial Oil Discovery, or nineteen (1Y) inonths alter
completion of a well not considered to be a"Commercral Gil Well™,
have the night, following sixty (60) days notice in wriling 1o

CONTRACTOR., at its sole cost, risk and expense, (o develop,
produce and dispose of all Crude Oil from the geological fcature on
which the well has been dritled. Said notice shall state the speciiic
area covering said geclogical feature to be developed, the wells to be
drilled, the production facilities to be installed and EGPC's estimated

cost thereot., Within thicty (30) days after receipt ol sind notice
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CONTRACTOR may, in writing, elect to develop such area as

provided for in the case of Commercial Discovery hereunder. In such

event all terms of this Agreement shall continue to apply to this

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

Such one hundred percent (100%) payment shull 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 thereaiter shail be
operated in accordance with the terms hereof; or (i1) alternatively, 1n
the event that at such time EGPC or its Affiliated Company :s
conducting development operations in the area at its sole expense
and EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to 1ts production
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sharing percentage of the Crude Oil as specified in Article VII (b).

The sole risk Crude Oil shall be valued in the manner provided in

Article VII (c). In the event of any termination of this Agrecment
under the provisions of Article III (b) this Agreement shall, however,
continue to apply to EGPC's operation of any sole risk venture
hereunder, although such Agreement shall have been terminated with
respect to CONTRACTOR pursuant to the provisions of Article I1I

(b).
(d) Conversion to a Development Lease

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

(11) Following the conversion of an area to a Developmenit Lease
based on a Commercial Gas Discovery (or upon the discovery
of Gas in a Development Lease granted following a Commercial
Oi1l Discovery ) EGPC shall endeavor with diligence to find
adequate local markets capable of absorbing the production of
Gas and shall advise CONTRACTOR of the potential outlets Tor
such Gas, and the expected annual schedule of demand.
Thereafter, EGPC and CONTRACTOR shall meet with a view to
assessing whether the outlets for such Gas and other relevant
factors warrant the development and production of the Gas and in
case of agreement the Gas thus made available shall be disposed
ol to EGPC under u long-term Sales Agreement i accordance
with and subject to the conditions set forth in Article VII.

(111) The development period of each Development Lease shal] be as
tollows:

(aa) In respect of a Commercial Oil Discovery, twenty {20)
years from the date of such Commercial Discovery plus the
Optional Extension Period (as defined beloew) provided thzy, in
the event that, subsequent to the conversion of 2 Comimercial O




AARRYYS i b DA 3 (e ) ¥Y sl = e J1 50 4

LY 0 cort piarll ol Llos lonod oS 5] Jantan s Fuais)
2 38 ol aats wde e g lF GLASST o8 cade el
«LPG) ol dy 2dl ey 5Ll g dmacd U Jads drezu dassli
M5 po e S0 S5 3 oW BT ol SN e el
WEPRIHIFPCIWI PRI A PR S o) APy Ul
(nu.;iq.,ﬁ o LS ) ol slaca¥l 5,25 Ledl Gliae pwieazld
e col ol OLasST e 3l b izl s Jal wj YT b2,
o Y] csl gl GLasY L 'Cd_,,u-o;:.;.ﬂ(rowdsu,,_,...s-

Ju izl s adilee bl ‘,um»gud,w_, MJ! , sy

s olay -‘-Ma--*-.—-‘—'f-iif—eib-.:

o (Y ) g piie Gpeiadl 3 8 yS0 LAl (g5l GLEESL Glasy Ld (0 )

bt BLoYY el 5l Lo 5L o e oo Jl 706 s
el 131 Lo Dl 5wl 2k 8 (Usl e 4 LS) (g, Laa Y1 szl
S o oo Sy S ol e e JI 5Ll ) lE s o2
il aie (n il L Co el e Sl Lmas 0 i
NEXPEN 21 st Ll e et (LPGy Lt Jy 201 5l ezl )
A cobaall SR UL ae Do DUSSL J55 6y 540
)\ s A (V) ol Ladil e dged G008 0 pan S o LB
PR PSS INVEPD (Rt gl | E {0 [FINE A RO IR et |

- .':L;.":i el

vy



\'<

iy

VA% G bl A (gl ) 1Y sl = B

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

subject to the approval of the Minister of Petroleum .

CONTRACTOR shall immediately notify EGPC of any Gas

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

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

from the date of first deliveries of Gas locally or for export
nlus the Oputional Extension Period (as defined below)
provided that if subscquent to the conversion of 4 Commercial
Gas Discovery into a Development Lease, Crude O1f i
discovered in the same Developmen: Lease, CONTRACTOR'S
share of such Crude O from the Development Lease (except
LPG extracted from Gas or Crude Oil in the form of
Condensate produced with (as) and Gas assoctaled with such
Crude Qil shall revert entirely to EGPC upon the lapse of
twenty (20) yvears from the date of such Crude Oil Liscovery

b y - - P - - R . Al s L
nius the Optiona! Lxtension Period (as defined beiow),
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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 Commercial Discovery,
unless otherwise agreed upon between EGPC and

CONTRACTOR and subject to the approval of the Minister of
Petroleum .

CONTRACTOR shall immediately notify EGPC of any Oil

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

The "Optional Extension Period" shall mean a period of five
(5) years which may be elected by CONTRACTOR upon six
(6) months written notice to EGPC prior to the expiry of the
relevant twenty (20) year period.

(e) Development Operations shall upon the issuance of a Development

Lease granted following a Commercial Oil Discovery be started
promptly by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully developed, 1t being
understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way 1o
avoid impairing the production in the interests of the partes.

in the event no Commercial Production of Oif in regular shipmeats 1s
established in any Development Block within four (4) years from the
date of the Commercial Qil Discovery, such Development Block
shall immediately be relinguished unless there 1s a Commerciat Gas
Discovery on the Development Lease.

Each Development Block in a Development Lease being pavtly
within the radius of drainage of any producing well o sach
Development lease shall be considered as partcipatine i the

Commercial Prodoction relerred to above,
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Development Operations in respect of Gas and Crude Oil in the form
of Condensate or LPG to be produced with or extracted from such
Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for export
as referred to in Article VII or otherwise, be started promptly by
Operating Company and be conducted in accordance with good gas
field practices and accepted petroleum engineering principles and the
provisions of such agreement or scheme. In the event no Commercial
Production of Gas is established in accordance with such agreement
or scheme, the Development Lease relating to such Gas shall be

relinquished, unless otherwise agreed upon by EGPC.

If upon application'by CONTRACTOR it is recognized by EGPC
that Crude Qil or Gas is being drained from an Exploratipn Block
under this Agreement into a Development Block on an adjoining
concession area held by CONTRACTOR, the Block being drained
shail be considered as participating in the Commercial Production of
the Development Block in question and the Block being drained shatl
be converted into a Development Lease with the ensuing allocation of
costs and production (calculated from the Effective Date or the date
such drainage occurs, whichever is later) between the two Concession
Areas. The aliocation of such costs and production under each
Concession Agreement shall be in the same portion that the
recoverable reserves in the drained geological structure underlying
each Concession Area bears to the total recoverable reserves et such
structure underlying both Concession Areas. The production
allocated to a Concessicn Area shall be priced according to the

Concession Agreement covering that Concesston Area.
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() 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 costs and expenses shall be recoverable as provided in Article

VII. During the term of this Agreement and its renewal, the total

production achieved in the conduct of such Operations shall be
divided between EGPC and CONTRACTOR 1n accordance with the

provisions of Article VII.

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

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

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

follows:

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

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

(i1) The value, as determined according to Article VI1I {(¢), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
to EGPC in cash orin kind, if anv,
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Plus:;

An amount equal to CONTRACTOR's Egyptian income taxes

grossed up in the manner shown in Annex " D" Article V1.

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

(3) EGPC shall assume, pay and discharge, in the name and on behalf of
CONTRACTOR, CONTRACTOR's Egyptian income tax out of
EGPC's share of the Petroleum produced and saved and not used 1n
operations under Article VII. All taxes paid by EGPC in the name
and on behalf of CONTRACTOR shall be considered income to
CONTRACTOR.

(4) EGPC shall furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR's Egyptian income tax

for each Tax Year within ninety (90) days following the receipt by
EGPC of CONTRACTOR's tax declaration for the preceding Tax

Year. Such receipts shall be issued by the proper Tax Authorities and
shall state the amount and other particulars customary for such
recelpts.

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

taxes payable in the A.R E. (including tax on tax) such as the tax on

income from movable capital and the tax on profits from commerce
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and industry and inclusive of taxes based on income or profits
including all dividend, withholding with respect to shareholders and
other taxes imposed by the GOVERNMENT on the distribution of
income or profits by CONTRACTOR.

(6) In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the COVERNMENT and
CONTRACTOR's Egyptian income taxes paid by EGPC 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 after the Effective Date and shall
conduct two (2) extensive 3D seismic programs in the Area within
the 1nttial Exploration period. Not later than the end of the twenty-
fourth (24th) month after the Effective Date, CONTRACTOR shall
start exploratory drilling in the Area, with a commitment of drilling
four (4) wells during the initial Exploration period . EGPC shall make
available for CONTRACTOR's use all seismic, wells and other
exploration data in EGPC's possession with respect to the Area, as
EGPC 1s entitled to so do.

(b) The 1nitial Exploration period shall be four (4) years.
CONTRACTOR may extend this Exploration period for two (2)
successive extension periods each of two (2) years in accordance

with Article ITI(b), cach upon at least thirty (30) days prior written
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notice to EGPC, subject to its expenditure of its minimum Exploration

obligations and of its fulfillment of the drilling obligations hereunder, for

the then current period.

CONTRACTOR shall spend a minimum of twenty - eight million
(28,000,000) U.S.Dollars on Exploration operations and activities related
- thereto during the initial four (4) year Exploration period; provided that
CONTRACTOR shall conduct two (2) extensive 3D seismic programs in
the Area and drill four (4) wells. For the first, two (2) year, extension
period that CONTRACTOR elects to extend beyond the initial
Exploration period CONTRACTOR shall spend a minimum of fourteen
million (14,000,000) U.S. Dollars, and for the second, two (2) year,
extension period that bONTRACTOR elects to extend beyond the two
(2) Year first extension period, CONTRACTOR shall also spend a
minimum of fourteen million (14,000,000) U.S. Dollars. During each of
the first and second extension periods that CONTRACTOR elects to

extend beyond the initial Explbration period, CONTRACTOR shall drill
two (2) wells .

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum required to
be drilled during the initial four (4) year Exploration period, or during
any period thereafter, the excess may be subtracted from the minimum
amount of morey required to be expended by CONTRACTOR or

minimum number of wells required to be drilled durin g any succeeding

Exploration period or periods, 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 (4th) year

of the 1nittal Exploration period having expended less than the tota] sym
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of twehty-eight million (28,000,000) U.S. Dollars on Exploration or
in the event at the end of the four (4) years CONTRACTOR has
expended less than said sum in the Area, an amount equal to the

difference between the said twenty - eight million (28,000,000) U.S.

Dollars and the amount actually spent on Exploration shall be paid
by CONTRACTOR to EGPC at the time of surrendering or within
three (3) months from the end of the fourth (4th) year of the initial
Exploration period, as the case may be. Any expenditure deficiency
by CONTRACTOR at the end of any additional period for the

reasons above-noted shall similarly result in a payment by
CONTRACTOR to EGPC of such deficiency . Provided this

Agreement is still in force as to CONTRACTOR, CONTRACTOR
shall be entitled to recover any such payments as Exploration

expenditure in the manner provided for under Article VII in the
event of Commercial Production,

Without prejudice to Article III (b), in case no Commercial Oil
Discovery is established or no notice of Commercial Gas Discovery
1s given by the end of the eighth (8th) year, as may be extended
pursuant to Article V (a), or in case CONTRACTOR surrenders the

Area under this Agreement prior to such time, EGPC shall not bear
any of aforesaid expenses spent by CONTRACTOR.

(c) At ieast four (4) months prior to the beginning of each Financial Year

or at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Exploration

Work Program and Budget for the Area setting forth the exploration

operattons 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 EGPC and CONTRACTOR
after the Effective Date of this Agreement. This Committee,
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hereinafter referred to as the "Exploration Advisory Committee",
shall consist of six (6) members. three (3) of whom shall be
appointed by EGPC and three (3) by: CONTRACTOR. The
Chairman of the Exploration Advisory Committce shall be
designated by EGPC from among the members appointed by it. The
Exploration Advisory Committee shall review and give such advice
as it deems appropriate with respect to the proposed Work Program

and Budget. Following review by the Exploration Advisory

Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Exploration
Work Program and Budget to EGPC for approval .

Following such approval, it is further agreed that:

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

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

(d) CONTRACTOR shall advance all necessary funds for all materials,

(e)

equipment, supplies, personnel administration and operations
pursuant to the Exploration Work Program and Budget and EGPC
shall not be responsible to bear or repay any of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with good
industry practices.
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Except as is appropriate for the processing of data, specialized
laboratory engineering and development studies thereon, to be
made in specialized centers outside A. R. E., all geclogical and

geophysical studies as well as any other studies related to the
performance of this Agreement, shall be made in the A. R. E.

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

(f) CONTRACTOR shall supply EGPC, within thirty (30) days from

the end of each calendar quarter, with a Statement of
Exploration Activity conducted in any portion of the Area not
converted into a Development Lease showing costs incurred by
CONTRACTOR during such quarter. CONTRACTOR’s records
and necessary supporting documents shall be available tor

inspection by EGPC at any time during regular working hours
for three (3) months from the date of receiving each Statement.

Within the three (3) months from the date of receiving such

Statement, EGPC shall advise CONTRACTOR in writing 1f it
considers:

(1) that the record of costs is not correct;



o\ .t
VAR Ti gubadl A 3 (U ) PN sdadl = Taaw S50, 34

oY

51 G g jlnal oo s ¥ 30 bl ek | 5 plaadl GBS ol Sf - ¥

iy by Ll sl oy oy 3y 5 AL Sleadt ] il
ol il ol ot o s el of e ¢ olaad! ] piliandl ods
DULSSY pass . g . o g J31s o e Jpad | o5 (A Laad s

| 'l Q.L;u‘-"_, LJLJI

Pl S P PP TR VAT (RSP I A U ol 4l - ¥

L oldandd U pias iy a3y o Shas A IS ol o - £

e 5,y D AUSal ol 3 il g sliny o Jylatt e (nazys
 lagdS i 0 e N gl Yl o 5 ey sl

G 3l 2y paaidl Iy il e dighd Boliw Gontam floe
atgdd 1l e i Woliw nasy &_,L,s A gwl‘_,JlJ.;_,;dlla..g;
s s Gt ] Blian oy pad s gl g ey 35U Wi Uil
o o8 G gyl o 1a 5200 e eldy L (7Y, 0) LU
(V) (1) agludt 5oladd L atgld AR Jos (FUIN ahdl s 4
313 el s ook )b o Lzl 1) 23UisV odn e o Gl
Sehalf 5 jaw Jagy . il m, U oy ( UL el o G
Stk Ll el Jts bl s (o 5y petadd AN T o 30 sy
SN Y0 sl e onplad! (aadls ¢ ) (g paan Jay s
22 S (o 0xd W Oy A ¥l Ol G (ol 4 <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>