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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION BETWEEN
THE ARAB REPUBLIC OF EGYPT

' AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
~ AND
IEOC CO. INC.,
AND
BP PETROLEUM DEVELGPMENT LTD.
AND
BHP PETROLEUM (EGYPT) INC.
~ AND o

IDEMITSU EGYPT OIL EXPLORATION CC., LTD.
IN
KANAYIS AREA
WESTERN DESERT

This agreement made and entered on this twelveth day of
January 1989 ; by and between the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variously as “A.R.E.” or as
““GOVERNMENT?” the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by law No. 167 of
1958 as amended (hereinafter referred to as “EGPCY), IEOG
CO. INC., a company organized and existing under the laws
of PANAMA ( hereinafter referred to s “IEOG” ), BP
PETROLEUM DEVELOPMENT LTD., a company organized
and existing under the laws of England and Wales (hereinafter
referred to as “BP”), BHP PETROLEUM (EGYPT) INC,
a compary orgarized and existirg under the laws of Delaware
(hereinafter referred to as “BHP”) and IDEMITSU EGYPT
OIL EXPI.ORATION CO., LTD., a company orgarized and
existing under the laws of japan (hercirafter referred to as
“IDEMITSU”) (all such companies hereinafter referred to  as
“CONTRACTOR?”).
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WITNESSETH
WHEREAS, all minerals including petroleum, existing in
mines and quarries in A.R.L., including the territorial waters,
and 1n the sea bed subject to its jurisdiction and extending beyond
the terrttorial waters, are the property of the State ; and

WHEREAS, EGPC has applicd for an exclusive concession
for the exploration and exploitation of petroleum in and
throughout the area referred to in Article Il, and described in
‘nnex “A” and shown approximately on Annex “B” which are

attached hereto and made part hereof (hereinafter referred to
as the “Area”) ; and

WHEREAS, CONTRACTOR agrees to undertake 1its
oblhigations provided hereinafter 3s CONTRACTOR with respect

to the exploration, development and production of petroleum in
sald Area ; and |

WHEREAS, the Government desires hereby to grant such
CO]]CCSSIffll ; al‘ld

WHEREAS, the Minister of Petroleum arnd Mineral Resour-

ces pursuvant to the provisions of Law No. 86 of 1956, may enter
Intc a2 concession agreement with EGPC, and with IEOG, BP,
BHP and IDEMITSU as CONTRACTOR in the Area.

NOW, Therefore, the parties hereto agree as follows ;

ARTICLE I
DEFINITIONS

(a) “Exploration’” shall include such geological, geophysical,
aerial and other surveys as may be contained 1n the approved
Work Programs and Budgets, and the drillirg of such shot
holes, core holes, stratigraphic tests, holes for the discovery
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of Petroleum, or the appraisal of Petroleurn Discoveries and

other related holes and wells, and the purchase or acquisition
of such supplies, materials and equipment therefore, all as

may be contalned in the approved Work Programs -nd

Budgets. The veb “explore” means the act of Conductirg

exploration.

(6) “Development” shall include, but rot be limited to, 2l the
operations and activities pursuant to approved Work Pro-
grams and Budgcis under this Agreement with respect to :

1. the drilling, rlugging, deepering, side tracking, vedrilling,”
completing, equipping of devclopment wells, the
changing of the status of a well, and

{.J

design, engincering, construction, installatior, scrvicing
and maintenance of equipment, lines, systems facilities,
plants, aud related operations to produce and operate
sald  devclopmwent  wells, taking, saving, treating,
handhi:g, storing, transporting, and dclivering petro-
leum, repressurirg, recycling, and other secondery
recovery projects, and

3. transportation, storage and any other work or activities
necessary or ancillary to the activities Speciﬁ'ed- to (1)
and (2).

(¢) “Petroleum” means liguid crude oll of various dersities,
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 Oil” or “Oil” means any
hydrocarben produced from the Area which 15 in a liquid
state at the wellhezd or lease separators or which 1s eXtracted
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from the gas or casing-head gas in a plant.  Such liquid state

shall exist at 60° F and atmospheric pressure. Such term

Includes distillate and condensate.

(b') “Gas” 18 natural gas both assoclated and non-—associatcd, and

all of its constituent elemests produced from any well in the
Area (other than Liquified Crude Oil) and all nonhydrocar-
bon substances therein. Said term shall include residual

Tas.

(f) “LPG” means liquified Petvoleum Gas which is4q mixture of,
principally, propane and Dbutane liquified by pressure/
temperature.

;

A “Barrel” shall consist of forty-two (42) United States
& Y
gallons, liquid meansure, corrected to a temperature of sixty

(00) degrees Fahrenheit at atmospheric pressure.

() 1.

“Commerclal O1l Well” means the first well in 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,
1s found to be capable of producing at the average rate
of not less than two thousand (2000) barrels of oil per
day (BOPD). The date of discovery of a “Commercial
Oil Well” is the date on which such well is completed and
tested aCFording to the above. |

“Commercial Gas Well” means the first well on any
geological feature which after testing for a period of not
more than thirty (30) consccutive days where practical,
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but in any event in accordance with scund and accepted

industry praduction practices and verified by EGPG,
is found to be capable of producing at the average rate

of not less than ten (10) million standard cubic feet of gas
per-day. The date of discovery of a “Commercial Gas.

Weell” is the date en which such well is completed and
tested according to the above.

() “AR.E” means ARAB REPUBLIC OF EGYPT.

(/) “Effective Date” mﬂérﬁ the date on which the text of this
Agreement 1s signed by the GCVERNMENT, EGPC  ard
CONTRACTOR, after the relevant Law 1s issued.

(k) “Year” or “Calendar Yedr” mears a period of twelve (12)

months according to the Gregorian Calerdar.

(¢)) ‘“Fmancial Year” means the Government’s financial year

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

(m) “Tax Year” means the period of twelve (12) months according

fo thf: laws and rf;gulations of the ARE

(n) An “‘Affiliated Cempery”™ means a ccmpany ;
].

the share capital, corferricg a majority of votes at
stockholders’ mcetings of such company, of which is

owned directly or indirectly by a party hereto ;

which 18 the owner directly or irdirectly of share capital

conlerring 5 majority of votes at stockholders’ meetings
of a party hereto ; or
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3. whose 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
Dy the same company.

“Exploration Block™ shall mean an area, the corrner points
of which have to be coincident with 3’ X 3’ 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 Block’ shall mean an area, the corner points
of which have to be coincident with 1’ x 1’ latitude and
longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the

Area covered by this Cohcession Agreement as set out in
Annex “A”,

“Development Lease (s)” shall mean the Development Block
or Blocks covering the geological structure capable of produ-
ction, the corner points of which have to be coincident with
17X 17 latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundaries of the Arca covered by this Concession Agreement
as Set out in Annex “A”.

“Agreement” shall mean the Concession Agrecment and 1ts
Annexes.

“Gas Sales Agreement” shall mean a written agreement
between EGPC and CONTRACTOR. as sellers (hereinafter
referred to as “Scllers”) and EGPC as puyer (hereinafter
referred to as “Buycr”) which contains the terms and condi-
tions for Gas sales from 2 Development Lease.
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ARTFICLE 1I
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covercd by this
Agrcement.

Annex “B” is a provisional illustrative map on the scale of
'+ 1,000,000 indicating the Area covered and affected by this
Agreement and deseribed in Anmex “A”.

Annex “C” is the form of Letter of Guarantee to be submitted
by GONTRACTOR one (1) day before the time of signature by
the Minister of Petroleum of this Agreement, for the sum of
eightcen million U.S. Dollars (18000000 US $) guaranteeing
the cxecution cof CONTRACTOR’s minimum exploration
obligations hervewmder for e first {hree (3) year exploration
period. Ii: case CONTRACTOR exterds thefinitial exploration
period for two (2) additional periods each in accordarmce
with Article IIIT (b) of the Agreement, a similar letter of
Guarantee for each extension peried shall be issued and
be submitted by CONTRACTOR on the day tlie CONTRA-
CTOR exercises its option: to exterd. The first such Letter of
Guarantee shall be for the sum of elghteen million U.S. Dollars
(18000000 US §) and the second such Letter of Guarantce
shall be for the sum of twelve million U.S. Dollars
(12000000 US 8) less in both instances any excess expenditures
of the preceding exploration period permitted for carry forward
in accord:nce with Article IV (b)third paragraph of this Agreement.
Each of the three Letters of Guarantee shall remain effective for
s1x (6) months after the end of the exploration period for which it
has been 1ssucd except that it may be released prior to that time in
accordance with the terms thereof.

Annex “D” is the form of a Charter of the Operating Company
to be formed as provided for in Article VI hereof,
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Annex “I” is the Accounting Procedure.

Annex “F” is a map of the National Gas Pipeline Grid System

cstablished by the Government. The point of delivary for Gas

shall be as agreed upon by the parties under a Gas Sales Agreement

which point shall be the flange cornccting the lease pipeline to ti:e
National Gas Pipeline Grid System depicted in such Annex, or
as otherwise agreed.

Annexes “A”, “B”, «C”, «D”, “E” and “F” to this Agree-

ment are hereby made part hereof, and they shall be considercd
as having equal force ard effect with the provisions of this
Agreement.

ARTICLE Il
GRANT OF RIGHTS AND TERM
1he GOVERNMENT hereby grants EGPC and CONTRA-

CLTOR subject to the terms, covenants ard conditior s set out in
this Agreement, which insofar as they are contrary to or ircorsis-
tent with any provisions of Law No. 66 of 1953, as amer.ded, shall
have the force of Law, an exclusive concession in ard to the Areg
described in Annexes “A” arnd “B”.

(@)

The GOVERNMENT shall own and be entitled, as herein-
after provided, to a royalty in cash or in kind of ten(10) percent
of the total quantity of Petroleum produced and saved from
the Area during the Development perlod including renewal.
Said royalty shall be borne ard paid by EGPC ard shall not
be the cobligation of the CONTRACTOR. The payment

of royalties by EGPC shall not be deemed toresult 1n income
attributable to the GONTRACTOR.

An Initial Exploration Period of three (3) years shall start
from the Effective Date. Two (2) successive extensions to
the Initial Exploration Pericd of two (2) years each shall be
granted to CONTRACTOR at its option, upon not less than
thirty (30) days prior written rotice to EGPC and subject
only to its having fulfilled its obligation:s hereunder for the
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then current period. This Agreeniert shall be terrmnated
if neither a Commercial OH Discovcry ¥ er a Comprercial Gas
Discovery 1s established by the end of the seventlh (7) vear
of the Exploration Period. However, suclh paried may he
extended at CONTRACTOR s optior: for up to six (6) months
to enable the completion of driding ard testivg of any welk
actually drillkcg or testing at the end of the seven (7) year
Exploration Period. The clection by EGPC to undertake
a sole risk venture urder paragroph (c) immecTately hereafter
shall mot exterd the FExploration Peried wnor affect
the termiratios of this Agreement as te CONTRACTOR.

() Commercial Discevery.

(7) A Commercial Discovery - wihether ¢f Oil or Gas-may
consist of one producing rese1voir or a group ef preducing
reservoirs wireh i3 worthy of bemng developed com-
mercially.. After diS(;OW’:IY of z Commmrercizl @il or Gas
Wel, CONTRACTOR shall, unless otheiwise agreed
upon, undertake zs a part of ns Exploration program
the appraiszl of the discovery by drilfmg ore or more
appraisal wells, to dctermnne whether Tuch AISCOVELY IS
worthy of bheing developed commercially, taking into.
consideration the recoverable teserves, preducticrn,
nipeline, and terminal facilittes required, estimated
Petroleum prices, and: all other relevant techsical and

economic factors.

(21) The provisions laid. dewn herein postulate the unity and.
indivisibility of the concepts of Commercizl Discovery
and Development Lease. They shall epply uniformly

to Oil ard Gas urless cthelwise specified.
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(iit) CONTRACTOR shall give notice of a Commercial
Discovery to EGPC immediately after the discovery 1S
considered by CONTRACTOR to be worthy of COITi-
mercial development but in any event with respect to a
Commercial OQil Well not later than the completion of
the second exploration appraisal well, or eighteen (18)
months following the date of the Commercial Oil Well;
whichever 18 earlier, or with respect to a Commercia)
Gas Well not later than twenty-four (24) months following
the date of the diSCOVeI‘Y of the Commercial Gas Well
(unless EGPC agrees that such pel‘iod may be extended),
except that CONTRACTCR shall also have the right
to give such notice of Commercial Discovery with respect
to any reservoir or reservoirs even 1f the well or wells
thereon are not “Commercial” within the definition of
«Commercial Well”’ if, in its opinior, a reservolr or a
group of reservolrs considered collectively, could be worthy
of develcpment.

CONTRACTOR may also give a notice of Commercial
Oil Discovery in the event it wishes to undertake a Gas
Recyeling  Project. A notice of Commercial Gas
Discovery shall contain all detailed particulars of the
discovery and especially the area of Gas reserves, the
estimated production potential and profile, and field hfe.
Following receipt of a notice of a Commercial Otf or Gas
Discovery, EGPC and CONTRACTOR shall meet and
\eview all appropriate data with a view to mutually
agreeing upoIi the existence of a C_OII]meICia] DiSCOVer}’.
The date of Commercial Discoverv shall be the dato
EGPC and CONTRACTOR agree that a Commercial

Discovery cxists.

(Gv) If Crude Oil is discovered but 15 not decmed
by CONTRACTOR to be a Commerctal O1il Discovery
under the above provisions of this paragraph (c), EGPC
shall, one (1) month after the expiration of the period
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specified above within which CONTRACTQR_can gWwe
notice of ‘Gommercial Oil Discovery, or nineteen (19)
months after the completion -of a well not consid red a
“Commercial O1! Well” have the right following sixty
(60) days notice in writing to CONTRACTOR, at its
sole cost, risk and expense, to develop, produce, and
dispose of all Crude Oil from the geological feature om
which the well has been drilled. Said notice shall state
the specific area covering said geological feature to be
developed, the wells to be drilled, the production facili-
tles to be installed and EGPC’s estimated cost thereof
Within thirty (30) days after receipt of said notice
CONTRACTOR may, tn writtne, .elect to develop such
area as provided for in the case.of Commercial Oil Disge-
very hereunder. In such event all terms of this
Agreement shall contimue to apply to the specified area.

<

K CONTRACTOR clects not to develop such area, the
specific area covering said geological feature shal dbe set
aside for sole risk operations by EGPC, such area to be
mutua’ly agreed by EGPC and CONTRACTOR on the
basis of good petroleum industry practices. In the event
Operating Company has come into existence, EGPC
shall be entitled to have Operating Company perform
such operations for it at EGPC’s sole cost, risk and
expense. When EGPC has recovered from the Crude
O1l produced from such specific area a -quantity of Crude
Oil equal in value to three hundred (300) percent of the
cost it has imowmed im <carTying out the sole risk
operations, CONTRACTOR shall have the option, only
in the cvent there has been a separate Commercal Ol
Discovery, to share in further development and produc-
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tion of that specific area upon paying EGPC one hundred
(100) percent of such vosts mcurred by EGPC.

Such one huncired (HIOO) percent payment shall not be

“recovered by CONTRACTOR. Immediately following

- such payment, the specific area shall either (1) revert to

the status of an ordinary Developmen Lease under this
Agreement and therefore shall he operated in accordance

~ with the terms hereof ; or (ii) alternatively, in the. event
_that at such time EGPC or its Affiliated Company is

Conduc‘:ting 'development operation&‘. In the area at 1ts
sole expense and EGPC elects to continue operating,
the area shall remain set aside, and CONTRACTOR
shall only be entitled to 1ts production sharing percentage
of the Crude Oil as specified in Article VII (b) below.
The sole risk. Crude Oil shall be valued 1n the manner
provided in paragraph (c) of Article VII. In the event
of any termination of this Agreement under the provisior.s
of Article III (b) above, this Agreemcnt 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 III (b) above.

(d) Conversion to a Development Lease

(1)

Following a Commercial Oil Discovery or a Commercial
Gas Discovery the extent of the whole arca capable of
production to be covered by a Development Lease shall
be mutually agreed upon by EGPC and CONTRAC-
TOR and be subject to the approval of the Minister of
Petroleum and Mineral Resources. Such arca shall
be converted automatically into a Development Lease
without the Issuance of any additional legal instrument

Or permission.
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(#) Following thc conversion of an area to a Development

—

Lease based on a Commercial Gas Discovery (or upon.
the discovery of Gas in a Development Lease granted

following a Commercial Oil Discovery), EGPC shall
make cfforts to find the adequatc local markets capable
of absorbing the production of Gas and shall adwse

CONTRACTOR of the potertial outlets for such Ga,s

and the expected annual schedule of demand. There-
after, 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 available ard m case of agreement,
the Gas thus made available shall be diapogﬁd of tc
EGPC under a long-term sales cgreement in accordance
with and subject tD the cordltlm s set forth in Article

VII below.

(2) The development pertod of each Development Lease
shall be as follows :

(ag) In respect of a Commercial O1l Discovery,
twenty (20) years from the date of such Comms-
erctal Discovery plus the Optioral Extension
Period (as defined below) provided that, in the
event that subsequent to the conversion of a
Commercial Oil Discovery into a Development
Lease, Gas 1s discovered in the same Develop-
ment Lease ar-dis used oris capable of being used
locally or for export hereunder, the peried of the
Development Lease shall be extended only with
respcct to such Gas; LPG extracted from such
Gas ard 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 Pericd
(as defined below) provided that the duration
of such Development Lease based on the
Commercial Gil Discovery may notbe extended
bevond thirty-five (35) vears from the datc
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of the Development Lease based on the (Gomm-
ercial Oil Discovery unless otherwise agreed upon
between EGPCand CONTRACTOR andsubject
to the approval of the Minister of Petroleum and
Mineral Resources, CON- TRACTOR shall
immediately notify EGPC of any Gas discovery,
but shall not be required to apply for a new
Development Lease In respect of such Gas.

00) In respect of a Commercial Gas Discovery,
twenty (20) years from the dateoffirstdeliveries
of Gat locally or for export plus the Optional
Extension Period (as defined below) provided
that ifsubsequent to the conversion of a Comms-
erclal Gas Discoveryintoa Deve- lopment Lease,
Crudc Oﬂ is diScOVered in the salne DeVelop-
ment Lease, CONTRACTOR’s share of such
Crude Oil from the Development Lease (except
LPG extracted from Gas or Crude Oil in the
form of Condensate produced with Gas) and
Gas assoclated withsuch Crude Oil shall revert
entirely to EGPC upon the lapse of twenty (20)
years from the date of such Crude QOil
discovery, plus the Optional Extension Period
(as defined below).

Notwithstanding anything to the contrary under
this Agreement, the duration of a Development
Lease based on such Commercial Gas Discovery
shall, in no case, exceed thirty-five (35) years
from the date of such Commercial Discovery.

CONTRACTOR shallimmediately 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 (3) vears which may be elected by CONTRACTOR
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upon six (6) months written notice to EGPC prior to the
expiry of the relevant twenty (20) year period.

(¢) Development operations shall upon the issuance of a Develop-
ment Lease granted, following a Commercial Oil Discovery,
be started promptly by Operating Company and be (:onduci;edf
in aceordance with good oil field practices and accepted
petroleum engineering principles, until the field is considered
to be fully developed, it being understood that if associated
Gas is not utilized, EGPC and CONTRACTOR shall nego-
tiate 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 regular
shipments is established in any Development Block within
three (3) years from the date of the Commercial O1il Disco-
very, such Devclopment Block shall immediately be
relinquished. However, such three (3) year period may be
extended by an additional period not exceeding one (1) year
subject to the approval of the Minister of Petroleum and
Mineral Resources. Each Development Block 1n a Develop-

ment Lease, being partly within the radius of drainage of any
producing well in such Development Lease, shall be considered
as participating in the Commercial Production referred to
abOVe._

Development operations in respect of Gas and Crude Oil in
the form of Condensate or LPG'to be produced with or extrac-
ted from such Gas shally upon the signature of a Gas Sales
Agreement or commencement of a scheme to dispose of the
Gas, whether far export as referred to in Article VII below
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 provi-
sions of such agreement or scheme. In the event no Commer-
clal Production of Gas 1s established in accordance with such
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agreement or scheme, the Development Lease relating to such
Gas shall be relinquished, unless otherwise agreed upon by

EGPC.

( £} CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agree-
ment but such costs and expenses shall not include any inter-
est on Investment.

CONTRACTOR shall look only to the Petroleum to which 1t
13 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 in accordance with the provisions of
At‘t'icle VII '

(g) 1. CONTRACTOR shall be subject to Egyptian income

tax laws and shall comply with the requirements of such
laws with respect to the filing of rcturns, 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 Oor Oth(-‘:r diSpOSiti()n Of Petl‘oleum acquired -b}r
CONTRACTOR pursuant to Article VII, paragraphs
(a) and (b) ;

Reduced by :

(1) The costs and expenses of CONTRACTOR
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(#7) The value, as determined in paragraph (c) of Article
VII of EGP(’s share of the Excess Cost Recovery
Petroleum repaid to EGPC in cash or in kind, if

any,

Plus
An amount equal to CONTRACTOR’s Egyptian

income taxes.

For purposes of above tax deductions in any Tax Year,
paragraph (a) of Article VII shall apply only in respect.
of classification of costs and expenses and vates of amortip
zation, without regard to the percentage Hmitatio)
referred to in the first paragraph of Article VII (a) (1)
All costs and expenses of CONTRACTOR in con_ducingt
the operations under this Agreement which are no
controlled by paragravh i(a) of Article VII as above
qualified shaill be deduciible in accoraance with the
provisions of the Egyptiar: 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 Petro-
leum produced and saved and not used in operations
under Article VII. All taxes paid by EGPC in the
name and on behalf of CONTRACTOR shall be consl-
dered income to CONTRACTOR.

4. EGPC shall furnish to CONTRACTOR the proper
official receipts evidencing the payment of CONTRAC-
TOR’s Egyptian income tax for each Tax Year within
ninety (90) days following the commencement of the
next ensuing Tax Year. Such receipts shall be issued
by the proper Tax Authorities and shall state the amount
and other particulars customary for such receipts.
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As used herein, Egyptian Income Tax shall be inclusive
of all income taxes payable in the A.R.E. (including
tax on tax) such as the tax on income from movable
capital and the tax on profits from commerce 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 Govern-
ment of A.R.E. on the distribution of income or profits
by CONTRACTOR.

In calculating its A.R.E. income taxes, EGPC shall be
entitled to deduct all royalties paid by EGPC to the
Government and CONTRACTOR’s Fgoyptian income
taxes pald by EGPC on CONTRACTOR’s behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES]
DURING EXPLORATION PERIOD

(a) CGONTRACTOR shall commence Exploration operations

hereunder not later than six (6\

months after the Effective

/

Date. Not later than the end of the fiftcenth (15) month after
the Effective Date, Contractor shall start exploration drilling
in the Area, with a commitment of drilling six (6) wells during
the Initial Exploration Period. EGPC shall make available
for CONTRACTOR’s use all seismic, wells and other explora-
tion data in EGPC’s possession with respect to the Area.

The Inttial Exploration Period shall be three (3) years.
CONTRACTOR may externd this Exploration Period for two
(2) additional periods of two (2) years each in accordance
with Article IIT (b), cach of which upon at least a thirty (30)
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days prior written notice to EGPC subject to its expenditures
of its minimum Exploration obligatiors and ofits fulftillmen:t
of the drilling oblications hereurder for the then cuirer:t

period.

CONTRACTOR shall spend a minimum of eighteen
million U.S. Dollars (U.S. § 18,000,000) on Exploration
operations and activities related thereto during the Initial
three (3) years Exploration Pericd ; provided that CONTRA-
CTOR shall drill six (6) wells. For the first two (2) years
period that CONTRACTOR clects to extend beyord the
Initial Exploration Period (Second Exploration Pericd)
CONTRACTOR shall spend a minimum of twelve million
U.S. Dollars (U.S. § 12,000,000) ; and for the Second twao
(2) years Extension Period (Third Exploration Period)
CONTRACTOR shall spend a minimum of twelve million
U.S. Dollars  (U.S.§ 12,000,000). During each of such
extensions CONTRACTOR shall drill three (3) 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 three (3)
years Exploration Period or during any period thereafter,
the excess may be subtracted from the minimum amount of
money required to be expended by CONTRACTOR or
minimum number of wells required to be drilled during any

succeeding Exploration Period or Periods, as the case may
be.

In case CONTRACTOR surrenders its Exploration rights

under this Agrecment as set forth above before or at the end
of the thrid (3rd) year of the Initial Period, having expended
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less than the total sum of eighteen million U.S. Dollars (U.5.
$ 18,000,000) on Exploration or in the event at the end, of the
three (3) years CONTRACTOR has expended less than said
sum 1In the Arca, an amount cqual to the difference between
the sald elghteen million U.S. Dollars (U.S. $ 18,0€0,0C0)
and the amount actually spent on Exploration activities shall
be paid by CONTRACTOR to EGPC at the time of surren-
dering or within three (3) months from the end of the last
year of the Inittal Exploration Period, as the case may be.
Any expenditure deficiency by CONTRACTOR at the end
of any additional period for the reasons abovenoted shall
similarly result in 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 Productim:-..

Without prejudice to Article IIT (b), in case no Commercial
Oil Discovery is established or no notice of Commercial Gas
Discovery 1s given by the end of the seventh (7th) year, or in
case CONTRACTOR surrenders its Exploration obligations
under this Agreement prior to such time, EGPC shall not
bear any of aforesaid cxpenses spent by CONTRACTOR.

At least four (4) months prior to the beginning of each
Financial Year or at such other times as may mutually be
agreed to by EGPC and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Program and Budget for

the Area setting forth thc LExploration operations which
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CONTRACTOR proposes to carry out during the ensulng
Year. During the Exploration Period, such Work Programs

and Budgets taken together shall be at least sufficient to Sa,tisf;
CONTRACTOR’s minimum expenditure obligations for
the period it covers, taking Into account any credits for excess
cxpenditm‘es by CONTRACTOR 1n prior Exploration periods.

The Exploration Work Program and Budget shall be reviewed
by a joint committee to be established by EGPG
.nd CONTRACTOR after the Effective Date of this Agree-
ment. This Committce, hereinafter reterred to as the
“Exploration Advisory Committee”, shall consist of eight (8)
members, four (4) of whom shall be zppoirted by EGPC and
four (4) by CONTRACTOR. 'The Cheirmar: of the Explo-
ration Advisory Commiittee shall be desigratec by EGPC
from among the members appeinted by 1t. The FExploration
Adviscry Committee shall review end give such cdivee =S 1t
deers spproprinte with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall mzke such revisions as
CONTRACTOR deems appropriate ard submit the Explo-
ration Work Program ard Budget to EGPC for its approval.
Following such approval, which approval shall not be
unrecasonably withheld, 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.

9. In the event of emergencics involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgetted amounts as may be required to
alleviate such danger. Such expenditure shall be consi-
dered in all respects an Exploration expenditure and shall
be recovered pursuant to the provisions of Article VII
hereof.
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(d) CONTRACTOR shall advance all necessary funds for all

materials, equipment, supplies, personnel, administration and

operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay

any of the aforesaid costs.

(¢)} CONTRACTOR shall be responsible for the preparation
~ and performance of the Exploration Work Program which
shall be implemented in a workmanlike manner and consistent

with good industry practices.

~ Except as is appropriate for the processing of data, specialized
laboratory, engineering or development studies thereon, to
be made 1n speclalized centers outside A.R.E., all geological
~and geophysical studies as well as any other studies related

to the performance of this Agreement, shall be made in the

A.R.E.

GONTRACTOR shall entrust the management of Explora-
tion 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 CONTRA-
CTOR with sufficient powers to carry out immediately all
lanul Written directions giVen to them by the GOVERN-
MENT or 1ts representative under the terms of this Agreement.
All lawful 1‘egu]ations issued or hereafter to be issued which
are applicable hereunder and not in conflict with

this Agreement shall apply to CONTRACTOR.
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(f) CONTRACTOR shall supply EGPC, within thirty (30)
~ days from the end of each calendar quarter, with a Statement
of Exploration Activity showing costs Incurred by
CONTRACTOR during such quarter. CONTRACTOR’s
records and necessary supporting documents shall be availzble
for inspection by EGPC at any time during regular
working hours for three (3) months from the date of receiving
each Statement.

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

if 1t considers ;

. that the record of costs 18 not correct :

2. that the costs of goods or services supplied are not in line
with the international market prices for goods or serivces
of similar quality supplied on similar terms prevailing
at the time such goods or services were supplied, provided
however, that purchases made and services performed

within A.R.E shall be subject to Article XXV ;

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

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

CONTRACTOR shall confer with EGPC in connection with
the problem thus presented, and parties shall attempt to
reach a settlement which 1s mutually satisfactory. Any
reimbursement due to EGPC out of the Cost Recovery Petro-
leum as a result of reaching agreement or of an arbitral award
shall be promptly made in cash to EGPC, plus simple interest
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at LIBOR plus 2.5 percent per annum from the date on which
the disputed amount (s) would have been paid to EGPC
according to Article VII (a) (2) and ANNEX “E” (i.e. the

date of rendition of the relevant Cost Recovery Statement)
of this Agreement to the date of pavment. The LIBOR
rate applicable shall be the average of the figure or figures
published by the Financial Times representing the mid-point
ot th rates (bid and ask) applicable to one month U.S.dollars
deposits in the London Interbark Furocurrerncy Market on
cach fifteenth day of each month occuring between the date
on which the disputed amount (s) would have been paid to
EGPC and the date on which it is settled.

If the LIBOR rate is available on any fifteenth 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 Interbank
Eurocurrency Market for one month U.S. dollars deposits.
If such fifteenth day is not a day on which LIBOR rates are
quoted 1n the London Interbank Eurocurrency Market, the
LIBOR rate to be used shall be that quoted on the next fol-
lowing day on which such rates are quoted.

If within the time limit of the three (3) months period provi-
ded for in this paragraph, EGPC has not advised CONTRA-
CTOR of its objection to any statement, such statement shall

be considered as approved.

() CONTRACTOR shall supply all funds necessary for its

operations in A.R.E. under this Agreement in freely conver-
tible currency from abroad. CONTRACTOR shall have
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- the right to buy Egyptian currency whenever required and
=" the conversion shall be made at the local banks in the AR.E.

according to the official A.R.E. rate of exchange.

!

(h) EGPG is authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receivingfrom CONTRACTOR an equiva-
lent amount of U.S. Dollars at the oflicial A.R.E. rate of
exchange, such dollars to be deposited in an EGPG account
abroad with a correspordent bank of the National Bank of -
Egypt, Calro. Withdrawals from said account shall be used
for financing EGPC’s and its Affiliates foreign currency
requirements subject to the approval of the Minister of Petro-

leum and Mineral Resources.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(¢)Mandatory

At the end of the third (3rd) year after the Effective Date
hereof, GONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty-five (25) percent of the original Area not then
gconverted to a Development Lease or Leases. Such I‘elirlquiShmen
shall be in units of whole Exploration Blocks or parts of Exploration
Blocks not converted to Development Leases so as to enable the ™
relinquishment requirements to be precisely fulfilled.

At the end of thefifth (5th) year after the Effe ctive Date hereot,
CONTRACTOR shall relinquish an additional twenty-five (25)
percent of the Area not then converted to a Development Lease
or Leases. Such relinquishment shall be in units of whole Explora-
tion Blocks or parts of Exploration Blocks not converted to Develo-
pment Leases so as to enable the relinquishment requirements to

be P reciScly fu]ﬁﬂed.
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Without prejudice to  Article Il and XXIT at the end of the
seventh (7th) year of the Exploration Period, CONTRACTOR
shall relinquish the remainder of the Area not then converted to a

- Dﬂelﬂpment Lease or Leases.

It 15 understood that at the time of any reliquishment the
areae to be converted into Development Leases and which are sub- .,
mitted to the Minister of Petrolewn and Mineral Resources for his
approval according to Article ITI (d) shali, subject to such approval,

be deemed converted to Development Leases.

Nothing in this Agreement shall be construed asrequiring
CONTRACTOR to relinquish any Exploration Block or Blocks
on which a Gommercial Oil or Gas Well 1s discovered before the
period of time referred to in Article III (c) of this Agreement i
given to CONTRACGTOR to determine whether such Well is a
Commercial Discovery worthy of development. In the event at
the end of any Exploration Period a well is actually drilling or
testing Contractor shall be allowed up to six (6) months period
to enable it to establish a Commercial Well or declare a

Commerctal Discovery as the case may be.

(6) Voluntary

CONTRACTOR may, voluntarily, during any period relin-
quish all or any part of the Area in Blocks provided that at the
time of such voluntary relinquishment its Exploration obligations

under Article IV paragraph (b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward the

mandatory provisions of Article V (a) above.
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Following Commercial Discovery, EGPC and CONTRA-

CTOR shall mutually agree upon any area to be relinquished
thereafter, except for the relinqushment provided for above at the

end of the total Exploration Period.

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

() On Commercial Discovery EGPC and CGONTRACTOR
shall form in the A.R.E. an operating company, pursuant
to Artidde VI (b) and Annex “D”, which company
shall be named by mutual agreement between EGPQC

ard CONTRACTOR and shall be subject to the ap-
proval of the Minister of Petroleum and Mineral Reso-
urces (hgrginaﬁ:er referred to as “Operating Company™).
Said company shall be a private sector company. Operating
Company shall be subject to the laws and regulations in force
in the A.R.E. to the extent that such laws and regulations are

. " A ' . " e T
not inconsistent with the provisions of this Agreement or the

charter of Operating Company.

HOWchI, Operatlng Gompany and GONTRACTOR Shall
for the purpose of this Agreement, be exempted from the t" T
lowing laws and regulations as now or hereafter amended or

substtuted :

~—  Law No. 97 of 1976, organizing dealings in foreign cur-
rencles \

— Law No. 48 of 1978 on the staff regulations of Public
Companies |

— Law No. 159 of 1981, promulgating the law on Joint
stock companies, partnership limited by share companies
and limit'ﬁd liab'iﬁty (:Dmpanies > and

— Law No. 97 of 1983, pro nulgating the law concerning
public sector’s authorities and companies.
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(6)

(¢)

The Charter of Operating Company 1s hereto attached as
Annex “D”, Within thirty (30) days after the date of Com-
metcial Oil Discovery or within thirty (30) days after signature
of a Gas Sales Agreement or Commencement of a scheme to
dispose of Gas (unless otherwise agreed upon by EGPG and
CGONTRACTOR), the Charter shall take effect and Opera-
ting Company shall automatically come into existence without
any further procedures. The  Exploration Advisory
Committee shall be dissolved forthwith upon the coming into
existence of the Operating Company.

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

Not later than the twentieth (20} day of each month,
Operating Company shall furnish to CONTRACTOR a
written estimate of 1ts total cash requirements for expenditure
for the first half and the seond half of the succeeding
month expressed in U.S. Dollars having regard to the
approved Budget. Such estimate shall take into consideration
any cash expected to be on hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent bank designated in paragraph (e)
below on the first (Ist) day and fifteenth (15th) day
respectively, or the next following business day, if such day 13
not a business day.

i —— ———— g ey g 2
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(¢) Operating Company 1s authorized to keep at its own disposal
abroad in an account opened ‘with a corresper dert bark of
the National Bank of Egypt, Cailro, thf; foreign furds advanced
by CONTRACTOR. Withdrawals from said account shall
be used for pa’YIﬁ-’ent for goods and services acquired abroad
and for transferrirg to a localbark in the AR.E. the required

 amount to meet expenditures in Egyptian Pourds for Opera-
fing Company #n connecion ‘with s activities urder this

Agreemen*t :

Within sixty (60) days after the erd of cach Firarcial Year,
Operating Company shall submit to the appropriate exchange
contrel authoritles In the A.R.E. 2 statement, culy certified
by a recognized firm of auditors, showing the funds credited
to that account, the disbursements made out of that account

and the balance outstanding at the end of the year.

(f) Tf and for as lorg during the pericd of Preductior: Operatiors
there exists-an excess capacity in facilities which cannot during:
the period of such excess be used by the Operating Company,
EGPC and CONTRACTOR will consult together te find
a mutually agreed formula wheneby EGYC may mse the excess
capacity I it so desires without any amrezscrable finzncral or

operational disadvantage #o ‘the CONTRACTOR.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES

AND PRODUCTION SHARING

(a) Cost Recovery Petroleum

1. Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover all costs and experses In respect

of all the Exploration, Development and related operaticns under
this Agreement to the extent and out of forty (40) percent quar-

terly of all Petroleum produced and saved from all Development
Leases within the Area hereunder and not used In Petroleum

operations. Such Petroleum is hereinafter referred to as “Cost
Recovery Petroleum®,

B For all Exploration, Development and Production hereunder,

such costs and expenses shall be recovered fron Cost Recovery
Petroleum in the following imanner :

(i) Operating Expenses, incurred after the date of the initial
CGammercial Production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Oil or the first deliveries of Gas are
made, shall be recoverable either in the Tax Year In
which such costs and expenses are incurred and paid or

the Tax Year in which intitial Commercial Production

occurs, whichever is the later date.

(1) Exploration Expenditures mncluding those accumulated
prior to the commencement of initial Con mercial Produ-
ction, which for the purposes of this Agreement shall mean

the datc on which the first regular shipment of Crude

O1l or the first deliveries of Gas are made, such cxpenses
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shall be recoverable at the rate of twenty (20) percent
pél' annum Stal"ting .cither In the Tax Year in which such
expenditures are incurred and paid or the Tax Year in
which 1initial Commercial Production Commences,

whichever 1s the later date.

(1t} Development Expenditures, including those accumulated
priot to the commencement of initial Commercial Produ-
ction which for the purposes of this Agrecment shall
mean the date on which the first regular shipment of
Crude O1i or the first deliveraies of Gas are made, shall
be recoverable at the rate of twenty (20) percent per
annumm starting in the Tax Year in which such expendi-
tures are mncurred and pald or the Tax Year in which
initial Commercial Production commences, whichever
1s the later date.

(v) To the extent that, in a Tax Year, costs, expenses or
expenditures recoverable per paragraphs (1), (i) and
(1if) preceding exceed the value of all Cost Recovery
Petroleum for such Tax Year, the excess shall be carried
forward for recovery in the next succeeding Tax Year
or Years until fully recovered, but in no case after the
termination of tins Agreement, as to CONTRACTOR.

(v) For the purpose of determining the classification of all
costs, expenses and expenditures for thelr recovery, the
following terms shall apply :

. “Exploration Expenditures’” shall mean all costs
and expenses for Exploration.

2. “Development Expenditures’” shall mean ali
costs and expenses for Development with the exception of

Operating Expenses.

3. “Opf:l"atirlg I*IKpEJHSESH Shaﬂ mean au Ccosts,
expenses and expenditures made after initial Commercial
Production, which costs, expenses and expenditures are
not normally deprecable.
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However, Operating Expenses shall include
workover, repair and maintenance of assets but shall not
include any of the following : side tracking, redrilling and
changing of the status of a well, replacement of assets or
part of an asset, additions, Improvements, renewals or

major overhauling that extend the hfe of the asset.

(22) It is understood and agreed upon that the recovery of
costs and expenses as based upon the rates referred to
above shall be allocated to each quarter proportionately.
(one fourth to each quarter). However, any recoverable
costs and expenses not recovered 1n one quarter, as thus

allocated, shall be carried forward for recovery In the
next quarter.

2. Except as provided in sub-paragraphs (a) (3) below of
this Article VII, and Article VII (e) (1), CONTRACTOR shail
cach quarter be entitled to take and freely export or otherwite
Separatcly diSPOSe Of all (iost RecOVel‘y Petroleum Which, Shall be
taken and disposed of in the manner determined pursuant to Article
VII (¢). To the extent that the value ot all Cost Recovery
Petroleum (as determined in sub-paragraph (c) below) exceeds
the actual recoverable costs and expenditures, including any carry
forward under paragraph (a) (1) (1v) above, to be recovered in
that quarter, the value of such Excess Cost Recovery Petroleum
shall be paid in cash by GONTRACTOR to EGPC in the manner
set forth in Article IV of the Accounting Procedure contalned i
Annex “E”,

3. Ninety (90) days prior to the commencement of cach
year EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require repayment of up to one-hundred
percent (100%) of Excess Cost Recovery Petroleum in kind.
Such repayment will be in Crude Oil from the Concession F.O.B.
export terminal or other agreed delivery point provided that the
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amount of Crude Oil taken by EGPQ 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 Conces-
sion Area during the previous quarter. If EGP(C’s entitlement to
receive repayment of Excess Cost Recovery Petroleum in kind 1s
limited by the foregoing provisions, the balance of such entittement
shall be paid 1 cash.

(6) Production Sharing

. The remaining sixty (60) percent of the Petroleum shall
be dividted between EGPC and CONTRACTOR according

to the following shares. Such shares shall be taken and disposed
of pursuant to Article VII (e) :

112.1.Crud_e 01l

Crude Qil produced and EGPC CONTRACTOR
saved under this Agreement SHARE SH%RE
§

and not used in Petroleum Yo 7o
operations. Barrels per

(quarterly average).

That portien or increment eighty-ons nineteen
up to twenty (20) thou- (81) (19)
sand BOPD. '

That portion or increment  elghty-three seventeer
from twenty thousand and (83) (17)

from fifty thousand and

one (20001) .ta fifty (30)
thousand BOPD.

That portion or increment  eighty-five fifteen
from fifty thousand and

one (50001) to one hund- (85) (15)
red (100) thousand BOPD

That portion in excess of eighty-eight twelve
one hundred thousand and (88) (12)

one (100001) BOPD.
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1.2.2.Gas and LPG

GAS and LPG produced  eighty-one nineteen
and saved under this (81) (19)
Agreecment and not used

in Petroleum operations.

2. After the end of each contractual year during the term
of any Gas Sales Agreement entered into pursuant to Article VII
(e), EGPC and CONTRACTOR (as sellers) shall render to EGPC
(as buyer) a statement for an amount of Gas, if any, equal to the
amount by which the quantity of Gas of which EGPC (as buyer)
has taken delivery falls below seventy-five percent {75%) of the
Contract quantities of Gas as established by the applicable (Gas
Sales Agreement (“the Shortfa@]l”), provided the Gas 15 avallzble.
Within sixty (60) days of receipt of the statement, EGPC (as buyer)
shall pay EGPC and CONTRACTOR (as sellers) for the amount
of the Shortfall, it any. The Shortfall shall be included in EGPC’s
and CONTRACTOR s entitlement to Gas pursuant to paragraphs
(a) and (b) of this Article in the fourth (4th) quarter of such
Contractual vear.

Quantities of Gas not tai({:h but to be paid for shall be
recorded 1n a Separate “Take-and-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 Gas in the “Take-and-pay
account’” to the extent thercof and, to that extent, no payment

shall be due in respect of such Gas. Such Make Up Gas shall not
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be included in CONTRACTOR’s entitlements to Gas pursuant
to sub-paragraphs (a) and (b) of this Article CONTRACTOR

shall not have the right to such Make Up Gas.

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

apply to 2l LPG available for delivery.

(¢} VALUATION OF PETROLEUM

1. Crude Oil

(1) Itis the mntent of the Parties that the value ot Cost
Recovery Crude Oil shall reflect the prevailing

market price for Crude Oil. For the purpose of
evaluating the prevailing market value of the

quantity of Cost Recovery Crude Oil to which
CONTRACTOR is entitled hereunder during each
calendar quarter, the welghted average price reali-
zed for comparable quantities on comparable credit
terms in freely convertible currency from F.O.B.
point of export sales to non-affillated companies
during any such quarter at arms length by either
EGPC or CONTRACTOR under all Crude Oil
sales contracts currently in effect but excluding
Crude Oil spot sales not consistent with prevailing
market prices for similar Crude Oil and also exclu-
ding Crude Oil sales contracts involving barter,
whichever is higher, shall be used. It is understood
that i]fl the case of C.I.F. sales, appropriate deduc-
tions shall be made for transport and insurance
charges to calculatethe F.O.B. point of export price ;
and always taking into account the appropriate
adjustment for quality of Crude Oil, freight advan-
tage or disadvantage of port of loading and
other appropriate adjustments. Nevertheless, 1f
CONTRACTOR considers the value of the Cost
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Recovery Grude O1l so determined not to reflect the
market conditions prevailing during the calendar

quarter, CONTRACTOR and EGPC shall meet

and mutually agree upon the price.

() If during any calendar quarter there are no such
sales by EGPC or CONTRACTOR under Crude
Oil sales contracts currently in effect, EGPC nad
GONTRACTOR shall meet and mutually agree
upon the price of Crude Oil to be used in determining
the value mentioned in sub-paragraph (c) (i) above.
Pending such mutual agreement the price used
shall be the last price determined pursuant to sub-
paragraph (c) (1) or under this sub-paragraph (c)
(1) whichever is later, ard appropriate adjustment
will be made thereto after determination of a
ITlutuaH‘_',vr agreed price by EGPC and CONTRA-
CTOR

2. Gas and LPG

(i) The Cost Recovery and Profit shares ¢f Gas subject
to a Gas Sales Agreement between EGPC and
CONTRACGTOR (as sellers) and EGPC (as buyer)
entered mmto pursuant to Article VII (e) shall be
valued and delivered to and purchased by EGPC
at a price determined according to the following
formula :

1
PG = 0.85 X — - X H

39.69 x 108

4

thl‘c .

PG = the value of the Gasin U.S. Dollars per
thousand cubic feet {MCY).
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F — a value in U.S. Dollars per metric ton of
fuel oil calculated by referring to “Platt’s
Oilgram Price Report” during a month
under the heading “European Bulk Cargoes
FOB Mediterranean Basis Italy’® and
averaging (a) the sum of the mid-points of
the published low and high values for
high sulphur fuel o1l quoted during such
month divided by the number of days 1n
such month for which such values were
quoted and (b) the sum of the mid-points
of the published low and high values tor
low sulphur fuel oil quoted during such
month divided by the number of days in
such month for which such values were

quotcd.

H = the pumber of British Thermal Units
(BTUs) per thousand cubic feet (MCK)
of the Gus.

In the cvent that Platt’s Oilgram Price Report 1s
tssued on certain days during a3 month but not on
athers, the value of F shall be calculated using only
those issues which are published during such month.
In the event that the value of ¥ eannat he determi-
ned because Platt’s Oilgram Price Report 1s not
published at all during a month, the Partres shall
meet and agree the value of F by reference to cther
published sources. In the event that there are no
such published sources or if the value of ¥ cannot
be determined pursuant to the foregoang for ary
ather reason, the Parties shall meet and agree
a value of F by reference to the average value of low
annd high sulphur content fuel oil delivered FOB
from the Mediterranean areaz.

Such valuation of Gas under a formula providing
for a fifteen (159%) percent discount is based upon
delivery at the delivery pomt specified 1n Article
VII (e) 2 (ii) below, and is to enable EGPC to
finance and maintain the portions of the pipelne
distribution system to he provided by EGPC
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(12) The Cost Recovery and Profit Share of LPG produ-
ced from a plant constructed and operated by or

on behalf of EGPC and CONTRACTOR. shall be

separately valued for Propane and Butape at the
outlet of such LPG plant according to the following
formula (unless otherwise agreed between EGPC

and CONTRACTOR ) :

¥
30.69 x 10¢

PLPG = 0.95 PR - (J x 0.85 X )

Where :

PLPG = LPG price (separately determined for
Pro -ne and Butane) in U.S. Dollars
Der . .letric ton.

PR = the average over a period of a month of
the figures representing tlie mid-point
between the high and low prices in U.S.
Dollars per metric ton quoted in “Platt’s
LPGaswire” during succh month for
Propane and Butane FOB Ex-Rel-/Stor.

West Mediterranean.

I — BTUs removed from the Gas Stream

by the LPG plant per metric ton of
LPG produced.

F = the same value as I under sub-paragraph
(1) above.

In the event that Platt’s LPGaswire 1s issued on
certain days during a month but not on others, the
value of PR shall be calculated uaing Onl‘y those 1s-
sues which are published during such month, In
the event that the value of PR cannot be determined
because Platt’s LPGaswire is not published at all
during a month, the Parties shall meet and agree
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the vilue of PR by reference to other published
sources. In the event that there are no other
bublished sources of if the value of PR cannot be
determined pursuant to the foregoing for any other
reason, the.Parties shall meet and agrec the value
of PR by reference to the value of LPG (Propane
and Butane) delivered FOB from the Mediterranean,

afén.

Such valuation of LPG is based upon delivery at the
defivery point specified in Article VII (e) (2) (i)
bﬁ]BWI

(5f) The prices of Gas and LPG, 80 calculated shall apply
during the next succeeding month.

(28} The Cost Ré50V&r“Y .nd Profit Share of Gas and
LPG dispoted of by EGPC and GONTRAGTOR
other than to EGPC pursuant to Article VII (e)
shall be valued at their actual realized prices.

(d) FORECASTS 1

Operating Qompany shall prepare (not less than ninety (90)
days prior to the beginning of each calendar semester followmg
reqular production) and furnish in writing to CONTRACTOR
and EGPQC a forecast setting out total quantity of Petroleum that
Opetating Company estimates can be produced, saved and traxs-
pof‘te'd hereunder dut‘ing such calendar semester In accordance
with good o1l and gas industry.pract'ic‘f}s. Operating Gompany
shall endeavor to produce each calendar semester the forecast
quantity. The Crude Oil shall be run to storage tanks or ofishore
loading facilities constructed, maintained and operated according
to Government Regulations, by Operating Company in which
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said Crude Qil shall be metered or otherwise measured for royalty,
and the other purposes required by this Agreement. Gas shall
"be handled by Operating Company in accordance with the Drovie
sions. of Article VII () below.

(¢) DISPOSITION OF PETROLEUM

1. EGPC and CONTRACTOR shall have the right and
the obligation to scparately take and dispose of currently all of
the Crude Oil to which it is entitled under Article VII (a) and
(b) Subject to payment of sums due to EGPC under Articles
VII (a) 2, and IX, CONTRACTOR shall have the right to retain
abroad all funds acquired by it abroad including the pr oceeds
from the sale of its share of Petroleum exported. Notwithstanding
anything to the contrary under this Agreement, priority shall be
given to meet the requirements of the A.R.E. market from the
Crude Oil produced from theArea, and EGPC shall have the
prefercntlal right to purchase such Crude Oil at a price to be
determined pursuant to Art. VII ( c). The amount of crude oil
so purchased shall be a portion of CONTRACTOR’s share cf the
crude oil produced under this agreement. Such amount § hall be
proportional to CONTRACTOR’s share of the total producticn
of crude oil from the concession areas in the A.R.E. ‘That
are also subject to EGPC’s preferential right to purchase. The
payment for such purchased amount shall be made by EGPC 1n
U.S. dollars or in any other freely convertible currency. It is
agreed upon that EGPC 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 semcster under this

Art. VII (e) (1)

2. With respect to Gas and LPG Produced from the Area :

(/) Priority shall be given to meet the requirements of the
local market as dctermined by EGPC .
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(i) In the event that EGPC is to be the buyer of Gas, the
disposition of Gas to the local market as indicated above
shall be by virtue of long term Gas Sales Agreement to
be entered into between EGPC and CONTRACTOR
(as sellers) and EGPG (as buyer).

EGPC and CONTRACTOR (as sellers) shall have the’
obligation to deliver Gas to the following point where
such Gas shall be metered for Sales, royalty, and othet
purposes required by this Agreement

(@) in the event no LPG Plant 1s corstructed to process
such Gas, at the point of delivery to be agreed upon
by EGPC and Contractor under the Gas Sale
Agreement, which point shall be the flange
Cm’u'l‘ecting. the pipeline to the National Gas Pipeline
Grid System a3 depicted in Annex “F hereto or as
otherwise agrecd,

() In the event an LPG Plant s constructed fo process
such Gas, at the intet to such LPG plant. Notwith-
standing the fact that the rirctering shall take place
at the LPG Plant inlet, CONTRAUTOR shalif
through the Operating Company, bulld a pipcline
suitable for transport of the processed Gas from the
L1PG Plant cutlet to the point of detivery to beagreed
upon by the Parties under a Gas Sales Agreement

. windh peint of dehvery shall be the flaivge cornec-
ting the pipeline to the Natioral Gas Pipeline Grad
System as depicted in Annex “F” or as ethcrwise
agreed. Such pipeline shall be owned by EGPC, in
accordance with Article VIII (2), and its oost shadl
be recovered by CONTRACTOR as Development
Expenditurés pursuant to Article VIL
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(1) EGPC and CONTRACTOR shall consult together to
determine whether to build an LPG Plant for recovering
LPG from any Gas produced hereurder. In the (vert
EGPC and CONTRACTOR decide to build such plant,
the plant shall, as is appropriate, be in the vicinity of
the National Gas Pipeline System and shall be financed
by CONTRACTOR. Delvery of LPG for royalty and
other purposes required by this Agreement shall be at
the outlet of the LPG plant. The costs of any such
LPG plant shall be recoverable in accordance with the
provisions of this Agreement unless the Minister of
Petroleum and Mineral Resources agrees to accelerated

fecovery.

(tv) EGPC (as buyer) shall have the option to elect, by ninety
(90) days prior written notice to EGPC and CONTRA-
CTOR (as sellers), whether payment for the Gas which
1s subject to a Sales Agreement between EGPC and
CONTRACTOR (as scllers) and EGPC (as buyer) and
LPG preduced from a plant constructed and operated by
or on behalf ¢t EGFPC and CONTRACTCR, as valued in
accordan ce with Article VII (¢),and to which CONTRA-
CTOR is entitled under the provisiors of Cost Recovery
and Production Sharing as stipulated in Article VII of
this Agrecment, shall be made 1) in cash or 2) in kind.

Payments In cash shall be made by EGPC (aS buyer}
at intcrvals provided for in the relevant Gas Sales Agree-
ment In U.S. Dollars remittable by CONTRACTOR

abroad.

Payments in kind shall be calculated by converting the
value of Gas ard LPG to which CONTRACTOR is
entitled mto cquivalent barrels of Crude Oil to be taken
concurrently by CONTRACTOR from the Area, or to
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the extent that such Crude Oil is insufficient, Crude Oul

from GONTRACT OR’s other concession arezs or such
other areas as may be agreed. Such Crude Oil shall be
added to the Crude Oil that CONTRACTOR 1s

otherwise entitled to lift under this Agreement.

Such equivalent barrels siiall be calculated on the basis
of the provisions of the relevant Concession Agreement
relating to the valuation of Cest Recovery Crude O1il

Provided that :

aa) Payment of the value of Gas and LPG, shall always
be made in cash In U.S. Dollars remittable by
CONTRACTOR abroad to the extent that there
ts insufficient Crude O1l available for conversion as

provided for above ;

b)) Payment of the value of Gas and LPG, shall-always
be made in kind as provided for zbove to the extent

that paymeunts in cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind),

when related to CONIRACTOR’s Cost Recovery
Petroleum, shall be included in CONTRACTOR’s

Statement of Recovery of Cost and of Cost Recovery
Petroleum referred to in Article IV of Annex “E» of

this %greemept

Should EGPG (as buyer) fail to enter into a long-~term
Gas Salcs Agl‘eement with EGPC and CONTRACTOR

~ (as scllers) within five (5) years (unless otherwise agreed)

~ from a notice of Commereial Gas Discovery pursuant to

.~ Artide ITI, EGPC and CONTRACTOR shall have the

right to take and_freely dispose of the quantity of Gas
and LPG in respect of which the notice of Commercial
Discovery 18 given by exporting such Gas and LPG.
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(1) The proceeds of sale of CONTRACTOR’s share of Gas
and LPG disposed of pursuant to the above sub-para-
graph (v) may be freely remitted or retamned abroad. by
CONTRACTOR.

(v1%) In the event EGPC and CONTRACGTOR agree to ac-
ccpt new Gas and LPG producel‘s to join In an ongoi_ng
export project, such producers shall have to contribute
a fair and equitable share of the investment made.

(iit) aa) Upon the expiration of five (5) year pertod referred
to in Article VII (e) (v) above, CONTRACTOR shall
have the obligation to exert its reasonable efforts
to find an export market for Gas Rcserves.

bb) In the event at the end of the five (5) year period
referred under Article VII (e) (v) above, CONTRA-
CTOR and EGPC have not entered into a Gas Sales
Agreement, CONTRACTOR shall retain its rights
to such Gas reserves for a further period of up to
seven (7) years, subject to Article VII (e) (viii) (cc)
du_ring which pericd EGPC shall attempt to find
a matket for the Gas reserves.

¢¢) In the event that CONTRACTOR has not entered
into a Gas Sales Agreement pursuant to Article VII
(e) (2) prior to expiry of twelve (12) years from
CONTRACTOR’s notice of Commercial Gas Dis-
covery, CONTRACTOR shall surrender the Gas

reserves in respect of which such notice has been
given. It being understood that CONTRACTOR
shall be obliged to surrender such Gas reserves at
any time prior to the expiry of such twelve (1 2) years
period, if CONTRACTOR does not accept an

offer, within six (6) months from the date of receipt
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of Such an OfFfTr ﬁ‘en'l EGPC, (Jf d G;;LS Sales Agree'

ment in respect of such Gas reserves which makes
provisions for the relevant technical ard ecorcnilc
factors to enzble a ccmmercial contract irclulirg :

— sufficient deliVer rate.

— delivery pressure to cnter the Natioral Gas
Pipeline Grid System at the point of delivery.

— delivered Gas quality specifications rot more
stringent than those generally applicd in Egypt ;

(ix) CONTRACTOR shall rot be cbliged to suirender a
Developmend Lezse bascd on a Commercial Gas Disco-
very, if Crude Oil has been discovered in comir ercial
quantities in the same Developmert Lease.

( /) OPERATIONS

If tollowing the reversion of any rights to Crude Oil hereun-
der, CONTRACTOR retains rights to Gas in the fume
Development Lease, or if, follewing surrerder of rights to  Gas
hereunder, CONTRACTOR retains rights to Crude Oil in the
same Development Lezse, operations to cxplore for or exploit the
Petroleum, the rights to which have reverted or been surrendered
(Oil or Gas, as the case may be) may only be carried out by
Operating Compary which shall act on behalf of EGPC alone,
unless CONTRACTOR agrecs otherwise.

(g) TANKER SCHEDULING

At a reasonable time prior to the commencemert ct Coma
mercial Preduction EGPC ard CONTRACGTOR chall meet and
agree upon a procedure for schedubrg tanker bftirgs frcm the
agreed upon poiit of export.
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ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall beccrie the owner of all assets zcquired and
owr.cd by CONTRACTCR in connection with the operatiors
carrled cut by CONTRACTCOR or Operating Cemypany in

accordance with the followirg

1.

Lard shall become the preperty of EGFC as soon as 1t

15 purchased.

Title to fixed zrd moveble assets shell be trarsferrcd
autcmatically ard gradually frem CCNTRACTOR to
EGPC as they beeenre subject to reeovery in accordance
with the provisiors of Article VII ; hewever, the full
title to fixcd ard moveble assets shall be trarsferred
automatically frem GO NTRACTCR to EGPC when
its total ccsts hes been recevered by CONTRACTCR
in accordance with the provisicns of Article VII or at
the timic cf termination of this Agreemert, with respect
to all asscts chargeeble to the operations whether
recovered or not, whichever first occurs.

The Beck Value of the Asscts created durir g each caler day
quarter shall be Commiupicated by CONTRACTCR to

EGPC or by Operctirg Cenpery to EGPC  and
CCNTRACTOR within thirty (30) days cf the erd of
cach quarter.

(b)) Durirg the term of this Agrecmiert ard the rerewal poricd
EGFCG, CONTRACTOR ard Opastiig Cengpary  gre
entitled to the full use ard erjeymert of 11 fised erd meveble
assets refarcd to above in connection with cperatiors hercus-
der or under any other Petroleum Cobcessicr ertered into
by the Partics.  Preper acccurtirg zdjustirer t shell be mede,
COCNTRAUTCR ord ECFC shell ret dispese of the seme
except with zgreerrent cf the other.
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CONTRACTOR and Operating Conipany may freely 1mp01t
into ALR.E., use therein and freely export at the end of such

- WL

use, machinery and equipment which they either rent or
lease 1t accordance with good industry practices, i:cluding
but not limited to the lease of computer hardware and

software.,

ARTICLE IX
BONUSES

CONTRACTOR shall pay to EGPC as a Signature Borus
the sum of seven (7) million U.S. Dollars on the Effective
Date, of which amount three million and five hundred thou-
sand (3,500,000) U.S. Dollars shall be used for constructing
and cquipping the storage for cores, saimples and geclogical
and geophysical data that EGPC is imtending to buld.

CONTRACTOR shall pay EGPC the sum”of five (3) million
U.S. Dollars as Production Bonus when the total average daily
production from the Area first reaches the rate of twenty-
five thousand (25,000) barrels per day for a period of thirty

(30) consecutive producing days. Such payment will be
made within fitteen (15) days after CONTRACTOR has

cen notified by Operating Company of such producion

levels.

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

eight (8) million U.S. Dollars as Production Bornus when the
total average daily production from the Area first reaches

the rate ol fifty thousand (50,000) barrels per day for a period
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of thirty (30) consccutive producing days. Payment will be
made within fifteen (15) days after CONTRACTOR has

been notified by Operating Company of such production

levels.

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

(¢)

twelve (12) million U.S.  Dollars as Production Bonus when
the total average daily production from the Area first reaches
the rate of one hundred thousand (100,000) barrels per day
for a period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days after
CONTRACTOR has been notified by Operating Company

of such production levels.

All the above mentioned Bonuses shall in no event be

recovered by CONTRACTOR.

(/) In the event that EGPG elects to develop any part of the Area

(8)

pursuant to the sole risk provisions of Article I1I {c) hereina-
bove, production from such sole risk Area shall be considered
for the purposes of this Article IX only if CONTRACTOR
:xercises i1ts option to share in such production, and only
from the initial date of sharing.

Gas shall be taken into account for the purposes of determi-
ning the total equivalent average daily production from the
Area under Article IX (b) - (d) converting daily Gas delive-
red into equivalent barrels of daily Crude Oil production
in accordance with the following formuls :

MGF X H X 0.136 = equivalent barre]s of Cl‘ude Oil
Where :
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MOCF  =: one thousand cubic icet of Ggs

H — the number of million Britich Thermal Units
(BTUs) per MGL,

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office 1 A.R.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
Agreement. All lawful regulations i1ssued or hereafter to be issud
which are applicable hereunder and not in “conflict with s
Agreement shall apply to the duties and activities of the Goneral
Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are delivered to the office of the General Manager or which

are sent to him by registered mail to CONTRACTOR’s office in
A.R.E.

All matters and notices shall be deemed to be validly served
which are delivered to the office of the Chairman of EGPC or
which are sent to him by registered niail at EGPC’s main office In
Calro.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF
LOSS
(a) Operating GCompany shall take all proper measures, accor-

dingly to generally accepted methods in use in the oil and gas
inclustry to prevent loss or waste of Petroleum zbove or under
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(6)

(¢)

the ground In any formfduring drilling, producing, gathering
and distributing or storage operations. The GOVERN:
MENT has the right to prevent any operation on any well
that it might reasonably expect would result 1 loss or daimuge
to the well or the oil or gas field.

Upon completion of the drilling of a productive well, Opera-
ting Company shall inform the GOVERNMENT or its
representative of the time when the well will be tested and the

production rate ascertained.

Except in instances where multiple producing formations 1n
the same well can only be produced economically through
single tubing string, Petroleum shall not be produced from
multiple oil carrying zones through one string of tublrg at
the same time, cxcept with the prior approval of the
GOVERNMENT or its representative.

Operating Company shall record data regarding the Guanti-
ties of Petroleum and water produced monthly from each
Developmerit Lease. Such  data shall! be sert to the
GOVERNMENT or its representative on the special forms
provided for that purpose within thirty (30) dovs after it 18
obtained. Daily or weekly statistics regaraing the produce
tion from the Arca shall be available at all reaonasble times
for exezmination by authorized representatives of the
GOVERNMENT.

Duily Drilling recerds and the graphic logs of wells must show
the quantity and type of cemert and the amount ol any
other materials used in the well for the purpose of protecting
Petrolcum, gas bearing or iresh water strata.
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Any substartial change of mechanical conditions of the well
after its completion shall be subject to the approval of the represen-
tative of the GOVERNMENT.

ARTICLE XII

CUSTOMS EXEMPTION

(@) EGPC, CONTRACTOR and Opcrating Company shall be
permitted to import and shall be exempted from customs
waxes ard duties and other taxes and from the importation
rules with respect to the importatio: of machinery, equip-
ment, applianceS, materials, items, means of transportation
(the exemption from taxes and duties shall not applv to pas-
sengers’ cals), electric appliances, air conditioners fer cilices
and o1l field, electroric appliances, computer hardware and
software, as well as spare parts required for any of these itetrs,
all subject to a duly approved certificate by an EGPC respor -
sible representative nomiinatcd by EGPCG for such purpose,
that the imported itemis are required for carrying on the
actlvities related to this Agreement.

(0) Machinery, cquipment, appliances and mears of transpertas
tion Imported by Contractors and sub-contractcrs temporarily
engaged In an activity related to the operations subject of this
Agreement shall be cleared under the “Temporary Release
System” (without payment of any taxes or custom dutics),
upon presentation of a duly approved certificate by an EGPC
responsible representative nominated by EGPQC for such

purpose€, that the imported 1tems are required for carrying on
an activity related to this Agreement.

[tems (excluding motor vehicles) set out in paragraph (a)
of this Article importcd by Contractors and sub-contractors
for the aforesaid activities, in order to be installed or uscd
permanently or corsumed shall be subject to the exemiption
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set forth in paragreph (a) of this Article after beirg duly
certified by an EGIC rcspersible representative to 1:e hscd
for carrying on the activites related to this Agrecm cnt. .

(¢) The cmployees of CCNTRACTCR, Crperatirg Ccnparny
arnd thelr contracters srd sub-certrecters shall rot be
entitled to any exempticrs ficm custem duties zrd other
ancillary taxes ard charges except witlic tke lnmits of the
provisicrs of the lews ard regulaticrs cyplicetle in the A.R.E.

(d) Tiers imperted irto A.RE. whetlher excrpt or rot exempt
frcm custem cutics erd other ercillaiy texes ard ckarges
hercurder, mwey be exyerted Ly the inpcitirg raity at ery
tme efter cbtairirg ECEFC’s erprovel, witlcut z1y exyart
taxes or charges or ary. texes or (kbriges ficm wkhkich sudh
itcws have been zlreccy cxcrpt, borg eyrhcekle. Such
items mey be scld within! the A.R.E., zfter cbtzirir g the ap-
proval ¢f EGYC zrd Custerrs Deypertmert. I this case ke
purchascr shall pey all gpplicetle custem dutles erd mhel‘
ancillary taxes ard charges zccordirg to the cordition and
value of such items ard the tariff applicable on the date of
sale, unless such itcms have already been scld to ar zfliliated
compary of EGPC, havirg the same exen ption or urless (title
to) such items (excludirg pcessergers cars) have reverted to

EGPC or the Customs Department.

In the evernt of ary such sale urder this paragreph (d), the
rrececas frem such sales shall be divided in the fellewing
manner

CONTRACTCR stall be ertitled to rein kbutscmrernt of s

unrecovercd ccst, if ary, in such itars ard the excess, if any,
shall be paid to EGPC.
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(¢) The exemption provided for in paragraph (a) of this Article
shall not apply to any imported 1tems when, In the opinlon
of EGPC, items of the same, or substantially the same kind
and quality are manufactured locally and are available for
timely purchase and delivery in the A.R.E. at a price not
higher than ten (10) percent mere than the cost of the impor-
ted item before custom dutics but after transportation and
Insurance costs have becn added.

(f) CONTRACTOR, EGPC and their respcctive buyers shall
be entitled to export the Petroleum referred to in this Agree-
ment ; no license being required, ard shall be exempted from
any duties, or taxes or any other imposts in respect of
the cxport of Petroleun1 hereunder.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND
PAYMENTS

(&) EGPC, CONTRACTOR and Operating Conipary shall
each maintain at their business offices in the A.R.E. books
of accounts, in accordance with the Accounting Procedure
in Annex “E” and accepted accounting practices generally
used in the petroleum industry, and such other books and
records as may be necessary to show the work performed under
this Agreement, including the amount and value of fall
Petroleum produced and saved hereunder. CONTRAC-
TOR and Opecrating Company shall keep their books of ac-
count and accounting records in United States Dollars.
Opecrating Company shall furnish to the GOYERNMENT
or its representative monthly returns showing the amount of
Petroleum produced and saved hereunder. Such returns
shall be prepared in the form required by the
GOVERNMENT, or its representative and shall be signed
by the General Manager or by the Deputy General Manager
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or a duly designated deputy, and delivered to the GOVERN-
MENT or its representative withinJthirty (30) days after the
end of the month covered In the return.

The aforesaid books of account and other books and records
referred to above shall beavailable at Jall reasonable times
for inspection by duly authorized representatives of

the Government.

CGONTRACTOR shall submit to EGPC a Profit and Loss
Statement of its Tax Year not later than four (4) months after
the commencement of the following Tax Year to show its
net profit or loss from the Patrolcum operations under this

Agreement for such vear.

CONTRACTOR shall at the same time submit a year-enc
Balance Sheet for the same Tax Year to EGPG, 'The Bulance
Sheet and financial statements shall be certified by ar tgyp-

tian certifizd accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prep...
and, at all times while this Agreement 1s 1n force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR and/or Operating Gompany
shall furnish the GOVERNMENT or its representative, In
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasonably require infotma-
tion and data concerning its operations under this Agrecment.
Operating Company will perform the functions indicated in
this Article XIV in accordance with its respective role as a
specified in Artide V.
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(5) CONTRAGTOR andjor Operatirg Gompany she il seve and

(¢)

(d)

keep for a reasonable perioc of time a representative pertion

of each sample of cores ard cuttires taken from dnlling weils,
to be disposed of, or forwarded to the GO\{ERN&-’IENT or
or 1ts reprc;Ser:tativc i the manner directed bY the
GOVERNMENT. All samples acquired by CONTRA-
CTOR ard / or Operating Corpary for its own puIrpcses

shall be considered available for inspection at any rezsonzble
time by the GOVERNMENT or its representatives.

Unless otherwise agreed to by EGPC, in case of exporting
any rock samples outside A.R.E., samples equivalent in size
and quality shall, before such cxportation, be delivered to
EGPC as representative cf the GOVERNMENT.

Originals of records can crly be exported with the parmission
of EGPC ; provided, however, that magretic tapcs ar d ety
other data which must be processcd or aralyzed cutside the
A.R.E. may be exported if a monttcr or a comparable reccrd,

fq)

if available, is maintaincd in A.R.E. ard provided that such

exports shall be repatiiated to A.R.L. immediately when
CONTRACTOR hzs fiiished usirg such reccrds on the
understandirg that they belorg te EGPC.

During the pericd CONTRACTOR s corducting the
Exploration operatiors, EGPC’s duly authorized representas
tives or cmployees shall have the right to full ard complete
Jccess to the Area at all ressonable times with the right to
observe the operatiors beirg corducted and to inspect all
assets, records and data kept by CONTRACTOR. EGPC’s
represertative, in (Xercising its rights urder the preceding
senter ce of this paragraph (c), shall not iiterfere  with
CONTRACTOR’s operations. CONTRACTOR shall
provide EGPC with copies of any and all data (inclucing,
but rot limited to, geological ard gecphysical reports, lcgs
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and well surveys) information ard Interpretation of such
data, arnd other irformaticn In CONTRACTCR’s posscssion.

For the purpese of cbtainirg rcw coffers, the GOVERN-
MENT and/or EGPC may shcow ary other party uninterpre-
ted basic geophysical arnd geclegical data (such data to be not .
less than ore (1) vear old unless CONTRACTCR zgrees to
a shorter pericd, which agreemert shall nct be unreasonably
withheld) with respect to that part of the Area. '-

ARTICIE XV
RESFONSIBILITY FOR DAMAGES

CONTRACTOCR shzll ertircly ard solely be repersibre in
law tcward third partics fer ary demage czused by CCNTRA-
CTOR’s Exgloration opereticys erd shall irdennify  the
GCVERNMENT ard/or LGPC :zgairst zll demages for which
thcy reay be held lizble on zcccurt of ary such operaticns.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized reprcsertztives «f the COGVIRNMENT
shall have access to the Arca ccvercd by this Agreament ard to
the operaticns corducted thereon . Such represertatives may
examine the books, registers ard records of EGPC, CONTRA-
CTOR and Operatirg Cenpz1v erd mwzke a reascreble rumber
of surveys, drawings and tests for the puipose of aforcirg this
Agreement. They shall, for this puipcse<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>